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The Bent ley Turbo R. The quintessential power trip. 
BF.NTLEY OWNERS  HAVE ALWAYS ENJOYED A 

DISTINCT ADVANTAGE. 

BUT IT HAS NEVER BEEN QUITE SO APPARENT AS 

WITH THE BENTLEY TURBO R. 

THIS MAJESTIC AUTOMOBILE DELIVERS A LEVEL 

OF PERFORMANCE AND ELEGANCE UNMATCHED 

ANYWHERE ELSE. 

THE PURE: EXPRESSION OF POWER EMANATES FROM 

THE 6.7,5 LITER V-8 ENGINE. TURBO CHARGED AND 

1NTERC(K)LED, IT WILL WHISK YOU FROM 0 TO 60 IN A 

BREATHLESS 6.7 SK I >NDS 

THE SUSPENSION HAS BEEN CALIBRATED TO 

PROVIDE THE SURE HANDLING NECESSARY AT THE 

si't i DS mis IUMIIM \N REACH. 

WIDE ALLOY WHEELS AND HIGH-SPEED RATED 

TIRES KEEP THE POWER FIRMLY ON THE ROAD AND ASSIST 

THE FOUR ANTI-LOCK DISC BRAKES IN BRINGING THE 

BENTLEY TURBO R TO A QUICK STANDSTILL. 

ASSUREDLY, IT IS MADE BY THE SAME PEOPLE WHO 

HANDCRAFT ROLLS-ROYCE MOTOR CARS. SO EVERY 

DETAIL IS ATTENDED TO WITH UNERRING SCRUTINY. 

( I.EARLY, NO OTHER AUTOMOBILE COMBINES 

THE POWER, HANDLING AND ELEGANCE OF THE 

TURBO R. 

EXPERIENCE IT FIRSTHAND BY VISITING AN 

AUTHORIZED BENTLEY DEALER. 

TO ARRANGE FORAN EXHILARATING APPOINTMENT, 

CALLl-800-851-a576. 



WCC WEALTH   CREATION   AND   PRESERVATION   WEALTH   CREAllC 
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We Guarantee 
to Reduce Your 

Estate Tax 
* Cost up to 90%! 

► Pay your taxes at 10 to 30 cents on the dollar. 

► Reduce your 55% estate tax bracket to 10% or less. 

► Increase your $600,000 estate tax exemption many fold. 

► Achieve guaranteed risk-free return many times original outlay. 

► Create and preserve wealth for children and grandchildren. 

► Increase charitable gifts 5 to 10 times with no additional outlay. 

► Increase your $10,000 annual tax-free gifts to $1,000,000. 

^Effective reduction subject to current assumptions and other requirements. If you 
have a net worth of over $3 million dollars, call for detailed information and our 
video tape— "Wealth Creation and Preservation" 

WEALTH CREATION CENTERS™ 
Founder 

Barry Kaye Associates 
Inside California: (213) 203-5433 (800) 982-5433 

Outside California: (800) 662-5433    FAX: (213) 282-0775 

1840 Century Park East, Los Angeles, California 90067 
©Barry Kaye Associates, 1989 
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CUSTOMER SERVICE? 

Customer comes in for a mortgage. 
Has a loan application, tax returns 

Bank appraiser mails in photos of 
property; plot plan and comparables 

Broker provides offer to purchase, 
preliminary title report, 

andP&S agreement by FAX. 

Credit information arrives, \ 
to client portfolio. 

Actual Wang computer scrtens shotm htrt. 
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Hire package - data, text, image - 
it to originating office via electronic 
mail for committee approval, 

hcision is made in half the lime, 
t's Integrated Imaging from Wang. 

Paper and patience. 

Until now, you couldn't process a loan 

application without them. 

But with Wang's Integrated Image System, you 

can now process a loan 

from start to finish right 

at your desk in half the time. 

WHS gives loan officers immediate access to all 

the information they need, where they need it, when 

they need it. 

With the press of a button up comes an image 

window, text window and data window. Simultane- 

ously. And it's integrated information. With your 

FAX machine. Your electronic mail. Your company's 

computer system. 

Wang's Integrated Image System. 

It will not only improve your image, it will 

improve your customer service. And you can take 

that to the bank. 

WANG 
MAKES IT WORK 

For more information, contact your local Wang Sales Office. 
Or write Wang Laboratories, Attn: Inquiry Service,M.S.014-03C,One Industrial Avenue, Lowell, MA 01851.© 1989 Wang Laboratories,Inc. 
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COVER STORY 
104 The Billionaires Behind Chanel 
By Phyllis Berman with Zina Sawaya 
Behind  the  fashion  legend  that  is 
Coco Chanel stands a family of astute 
business people. Hers was the fame. 
Theirs is the wealth. 

COMPANIES 
42 Schwan's Sales Enterprises 
By Michael Fritz 
Marvin Schwan, Minnesota dairy- 
man, turned a one-truck business into 
a home-delivery colossus. 

44 Columbia Pictures 
By Lisa Gubernick 
Columbia Pictures says cash flow will 
come. Cut to the chase. 

64 Volkswagen 
By Jerry Flint 
Can Volkswagen buck a weak dollar? 

72 How ADP Ambushed Quotron 
On Wall Street 

By Fleming Meeks 
ADP is quietly taking the stock quote 
market away from Quotron. 

76 Himont 
By Afyssa A Uippoi 
Turn a commodity chemical into a 
specialty product? They did it. 

80 The Up & Comers: 
Tom's Of Maine 

By Laura Jereski 
Toothpaste entrepreneur Tom Chap- 
pell has a clean shot. 

83 The Up & Comers: AutoSpa 
By Dana Wechsler 
Why AutoSpa needs work. 

84 The Up & Comers: 
Shannon Boat 

By Christie Brown 
Sail is one thing, power another. 

90 Transcanada Pipelines 
By James Cook 
A pure pipeline play, nicely timed. 

92 British Petroleum 
By Tout Mack 
Is BP smoothing the way for a take- 
over of Unocal or Chevron? 

101 Empire Of Carolina 
By Kerry Harmon 
A taste for losers. 

110 Dean Foods 
By Cfjarles Siler 
The next serving may be the company 
itself. 

122 Nucor 
By Ruth Simon 
Nucor Corp.'s latest assault on the 
major steel companies will be tougher 
than Wall Street expects. 

INDUSTRIES 
60 Automobiles 
By Jerry Flint 
A tale of two dealers investing mil- 
lions to crack a crowded market. 

68 Savings And Loans 
By Jack Willoughby 
Adjustable rate mortgages were sup 
posed to minimize interest rate risk 
for shaky thrifts. They haven't. 

I 

114 Offshore Drilling 
By Toni Mack 
Offshore drillers seem ready 
something about their losses. 

to dc. 

116 Electric Utilities 
By James Cook 
A shocking idea—"open access" 
transmission lines—gets more real. 

INTERNATIONAL 
38 A Trade Threat That Worked 
By Gale Eisenstodt 
and Hiroko Katayama 
Why U.S. cigarette makers are selling 
up a storm in Japan. 

48 Taiwan's Long March 
Toward Democracy 

By Andrew Tanzer 
Taiwan's laissez-faire economic sys] 
tern is undermining the authoritariar 
political system, at a price. 

THE ECONOMY 
40 How Clear Is The Mirror? 
By Edwin A Finn Jr. 
Are the inflation indicators faulty? 
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DEAS ON THE DOCKET 

20 An End To Monetary Instability? 
?v Peter Brimelow 
Ve said you'd hear more about priva- 
izing money. Well, now you are. 
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U Buying Out The Boss 
iy Marcia R. Berss 
Jnions could beat the takeover boys 
it the game. Here's why they don't. 
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130 But The Client Is Delighted 
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•Vail Street prices them too high. 

L72 The Funds: The Japanese 
Connection 

3y Richard Phalon 
For a while Pickens and Grace seemed 
iikely to take over Clemente Global 
Growth. No longer. 

174 The Funds: Can Lynch Live Up 
To His Reputation? 

By Jonathan Clements 
Peter Lynch's ten-year record at the 
Magellan Fund is outstanding. Its re- 
cent record is merely excellent. 

188 Streetwalker 
Ferro Corp.; Pan Am; movie compa- 
nies; Johnson Worldwide Associates; 
Oregon Steel Mills. 

126 Tax By Mail 
By Deirdre Fanning 
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customers. But is it constitutional? 
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145 Relationship Marketing 
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In the beginning was mass marketing. 
Now, it's one-on-one. 
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Commentary by Esther Dyson 
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How Parker Pen avoided becoming 
another great has-been. Also: Los An- 
geles' movie mart. 

PERSONAL AFFAIRS 
156 Coping With Cairo 
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Egypt's megacity is now more hospi- 
table. Also: Hooked on folk art. 
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Truck leasing legend James Ryder, 75, 
is still pitching. 
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191 
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The Chanel look, 1921 

"This article isn't going to help me sell 
one more bottle of perfume" 
After completing her last cover 
story, an arduous job of report- 
ing on how business really gets 
done inside the Soviet Union 
today ("The five-percenters, 
Moscow's pet capitalists, Feb. 6], 
FORBES Contributing Editor 
Phyllis Berman proposed a 
change of pace for herself, some- 
thing lighter, like maybe a story 
on the reviving fortunes of the 
celebrated fashion house of 
Chanel. It made sense on sever- 
al counts besides compassion, 
for Berman previously has cov- 
ered the business of fashion. 

But when Berman goes after a 
story, things have a way of get-      
ting deeper and more complex than they first appear to be. 
When Reporter Zina Sawaya contacted Chanel and asked to 
meet with the company's chief executive, Alain Wertheimer, a 
public relations spokeswoman returned with Wertheimer's tart 
reply: "Chanel does not consent to the article. Good-bye." 

Who was the seemingly imperious Alain Wertheimer? The 
more Berman and Sawaya dug, the more they realized how 
successfully, for decades, the Wertheimer family had managed 
to obscure its control over the Chanel empire, an empire fi- 
nanced by Alain's grandfather, Pierre Wertheimer, that is now 
conservatively worth $1 billion. 

Alain Wertheimer eventually but reluctantly agreed to see 
Berman and Sawaya. In the early stages of the reporting, he 
alternately threatened lawsuits and warned that he would take 
the story to one of our competitors. "This article isn't going to 
help me sell one more bottle of perfume," he complained at one 
point in the interviews, not at all in jest. 

Perhaps not. But it will help women and men around the 
world understand who profits when they or their admirers shell 
out $960 for the quilted handbag or $225 for the ballerina 
slippers. "The billionaires behind Chanel" starts on page 104. 

Taiwan's road to freedom 
Friedrich von Hayek's classic Road to Serfdom helped even left- 
leaning intellectuals to recognize the causal links between 
rigidly controlled economies and totalitarianism. Conversely, 
von Hayek wrote, societies with relatively free and open econo- 
mies normally enjoy political democracy. That's increasingly 
evident in Taiwan, reports FORBES Pacific Bureau Manager 
Andrew Tanzer, who has lived in and visited Taiwan on and off 
for over a decade. The Kuomintang party monopolized political 
power on the island but allowed Taiwan's enterprising busi- 
nessmen a great deal of freedom. The result is summarized in 
the title of Tanzer's story, "Taiwan's long march toward demo- 
cracy," which starts on page 48. 

Managing Editor 
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XEROX 

THIS YEAR, YOU'LL 
FIND XEROX IN ALL 
THE BEST PLACES. 

" 

In a recent study, the leading publishers 
of computer and automated office sys- 
tems information compared 74 copiers 
"or speed, ease of use, and copy quality. 

We thought you might be inter- 
ested in the results. 

First place to the Xerox 1090 
copier. Second place to the Xerox 5028, 
and third to the Xerox 1065. 

Naturally, we were pleased to 
see such a wide range of Xerox copiers 
make the list. But we weren't particu- 
larly surprised. After all, Team Xerox 
has always set the standard in copy 

quality, productivity, and ease of use. 
That's what makes our copiers 

the best in the business. And, of course, 
they're backed by the best service and 
support in the business. 

But don't expect us to rest on 
our laurels. 

Because somebody's always 
trying to catch up with us. 

For more information about 
Xerox copiers, call 1-800-TEAM-XRX, 
Ext. 1010. 

TEAM XEROX. WE DOCUMENT THE WORLD. 

I'd like lo learn more about Xerox copiers 
□ Please send me more information about Xerox copiers. 
□ Please have a sales representative contact me. 

Send this coupon to: 
Xerox Corporation. PO. Box 24. Rochester. NY 14692 

CITY STATE ZIP 

Or call l-800-TEAM-XRX.Ext. 1010 
(1-800-832-6979, Ext. 1010 ) 0152-4-3-89 

XEROX* and 1090 5028 1065 arc (rademarks of XEROX CORPORATION 



Follow-Through 

Big talker 
Mar. 6, 1989 

July 27, 1987 

Lou Purmort 

Lou Purmort had a nasty habit of 
I exaggerating the achievements of 

his hazardous waste disposal compa- 
ny, American Toxxic Control. In 1987 
we swallowed Purmort's hype, but 
when we returned for a second look 
last month we found him full of hot 
air still, particularly regarding his 
claim that American Toxxic had com- 
pleted mergers with several small 
firms and was on the prowl for more. 

Since our last story, Purmort was 
forced to resign. "It was clearly time 
for a change," says his successor as 
chief executive, Ski Milburn, 38. Mil- 
burn, a longtime outside director and 
stockholder, admits our story contrib- 
uted to Purmort's resignation, raising 
as it did questions about his personal 
and business ethics. Purmort, who re- 
mains a director and refused to com- 
ment on his resignation, will likely be 
bought out of his 20% share in Toxxic 
in a refinancing being negotiated by 
Milburn. American Toxxic reported a 
third-quarter loss of $102,000; it ex- 
pects a similar hit for the fourth quar- 
ter, and could face default on a $4 
million loan.—Edward F. Cone 

Speaking the 
same language 
Oct  \l, 1988 

Douglas and 
Lawrence Micbeb 

month Microsoft, which invented 
MS/DOS, a principal competitor for 
Unix, bought roughly 20% of Santa 
Cruz. Gates had long discounted the 
importance of Unix but the system's 
popularity has changed his tune. Says 
Santa Cruz President Larry Michels, 
who will continue to run the compa- 
ny and anticipates sales of over $100 
million this year, "The one thing 
we've never had before is money. This 
makes it easier to launch new prod- 
ucts, and to sleep at night."—E.F.C. 

No need 
for surgery 
Mar. 21, 1988 

Dr Robert Becker 

Iast fall FORBES praised Santa Cruz 
I Operation, a software manufac- 

turer that had gone from the verge of 
bankruptcy five years ago to roaring 
success in the late 1980s. The private- 
ly held company (1988 sales, $60 mil- 
lion) was enjoying the widening ac- 
ceptance of the Unix operating sys- 
tem for computers. FORBES said Unix 
had emerged as a viable product and 
that Santa Cruz had a bright future. 

William Gates, chairman of Micro- 
soft  Corp.,   apparently  agrees.   Last 

Japan in computer-integrated manu- 
facturing (CIM) systems that control 
automated factory operations. West 
thought he could build CIM systems at 
competitive prices. We wondered if 
Cimlinc would have any profits left 
over when its prices came down. 

We were right to wonder. Fierce 
competition from the likes of IBM and 
Prime Computer almost over- 
whelmed Cimlinc, forcing it out of 
the hardware market in 1987. But 
West is far from through. He's reposi- 
tioning Cimlinc in software and ser- 
vices. "We couldn't afford to do both 
hardware and software," he says. 
Cimlinc already derives 60% of reve- 
nues from software sales and related 
services, and is counting on the suc- 
cess of Intelligent Documentation, a 
software system West expects to be 
his top seller by summer, to increase 
that share even more.—Zina Sawaya 

A year ago FORBES was impressed 
with HealthCare Compare Corp., 

a Downers Grove, 111. company that 
reviews prospective medical care for 
insurance companies, corporations 
and federal employee health plans. 
HCC'S revenues had been doubling ev- 
ery year for four years. We said the 
well-managed company had only 
good things ahead. Then, in February, 
HCC stock took a 30% dive in just four 
days. Had we gotten it all wrong? 

No way. We think Wall Street blew 
the call, overreacting to troubling 
short-term numbers, HCC did lower 
earnings projections last month, be- 
cause of a mistimed expansion of its 
staff. Even so, the company's funda- 
mentals remain strong. With no debt, 
projected revenue growth of 63% to 
$34 million this year, and gross profit 
margins estimated at close to 1988's 
47%, the company still looks like a 
winner.—Paul Klebnikov 

Trying 
another 
direction 
Oct 2(). 1986 

John West 

I Deals on top 
of deals 
May 20, 1985 

John West, president of Illinois- 
based Cimlinc Inc., told FORBES 

V/I years ago that his company could 
help the U.S. regain the lead from 

Nearly four years ago FORBES de- 
scribed what seemed another 

great deal put together by Harold S. 
Geneen, who made some 350 acquisi- 
tions for ITT. He had snagged Selig- 
man & Latz, a moneylosing jewelry 
retailer and beauty salon chain, for 
$42 million. His acquisition vehicle: 
Transcontinental Services Group 
N.V., a holding company traded on 
the London stock exchange and con- 
trolled by Geneen and the Jacob Roth- 
schild family. We figured these inves- 
tors would turn the company around 
and take it public at a big profit. 

So far, we're half right. The resale 
came last December, but not to the 
public. Geneen and a management 
group led by Seligman & Latz Presi- 
dent David Cornstein bought out the 
jewelry division, Finlay Fine Jewelry, 
for $217 million. The deal also exem- 
plifies a trend among leveraged 
buyout players to do deals over and 
over again if there is still value to be 
found. As for Finlay Fine, Cornstein is 
considering yet another recapitaliza- 
tion in the future, either a public of- 
fering or an ESOP.—Christopher Palmeri 
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Of all the critical high- 
performance parts on this 
aircraft, none are harder 

THIS AIRCRAFT'S 
HARDEST WORKING PARTS. 

The I Uncompromising MeclxmicsOJAmerican Airlines. 

working than our mechan- 
ics. For every hour our 
planes spend in the air, the 
mechanics of American 
Airlines spend 11 man-hours 
fine-tuning them on the 
ground. 

They work directly 
with our pilots to quickly 
pinpoint problems. They 
check and recheck every 
system, x-ray thousands of 
parts and track the main- 
tenance history of each 
aircraft with detailed logs 
and computers. 

Doing the job for 
American takes more than 
an FAA license. Our mechan- 
ics must be relentless per- 
fectionists. In fact, less than 
10% of those applicants in- 
terviewed meet our qualifi- 
cations and are hired. 

Even then, each must 
complete extensive on-the- 
job training. On the average, 
they bring 13 years of expe- 
rience and know-how to 
their work. And they do an 
outstanding job of keeping 
our aircraft trouble-free. 

The mechanics of 
American Airlines. Uncom- 
promising professionals. 
Dedicated to perfection. 
Flight after flight after flight. 

AmerJcanAirfnes 
SometJxng special in dxcw 



AN AUTOMOBILE 
WHOSE IMAGE 

IS BASED 

NOT IMAGE 

These days, a lot of luxury 
automakers seem to think that 
you're in the market for an 
image, rather than a car. 

Which only stands to rea- 
son, since somewhere along 
the line, building automobiles 
seems to have taken a backseat 
to building images. 

Happily, to every rule there's 

an exception. As evidenced by 
the Acura Legend Coupe. A 
luxury performance automobile 
built around the principle that 
cars shouldn't define people. 

People should define cars. 
And when you look at it 

that way, there's only one crite- 
rion of any importance in design- 
ing an automobile: enhancing 

the enjoyment of the driver. 
A goal that has very little to dc 
with image, and everything to 
do with innovation. 

In other words, new ideas 
We look for those new 

ideas in some pretty unusual 
places. Take our involvement 
Formula One racing-possibly 
the most expensive and deman 

s. 

CN88 Acura Pulsion ol American l tnc  Acura and Legend arc trademark* of Honda Motor Co., Lid. 
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ng sport in the world. But its 
/alue to us is immeasurable. 

Building winning engines 
or cars that travel at speeds 
exceeding 200 MPH has taught 
is a thing or two about engine 
echnology. And we've used that 
cnowledge to enhance the per- 
brmance of the Legend. Inno- 
/ations like aluminum alloys, 
:>rogrammed fuel injection and 
he four-valve-per-cylinder tech- 
lology found in the Coupe's V-6 
engine all came about as a result 
)f many Formula One victories. 

Results this impressive 
lave a way of turning an expense 
hat might be considered an 
extravagance into a necessity. 

The same goes for com- 
puter-aided design. The Legend 
Zoupe's unit body was precision 
engineered with the help of a 
nulti-million dollar supercom- 
xiter and a pioneering stress 
inalysis program developed by 
^ASA. Such "extravagances" 
esulted in an extremely solid 
;tructural integrity. Something 
hat not only provides you with 
i quieter ride, but a safer car. 

Which brings us to another 
)ne of the most important com- 
^rogrammedfuel injection and 4 valves per 
ylinder are powerful advantages in a V-6. 

s <&a* 

ponents of driver enjoyment: 
driver safety. 

To us, providing that means 
starting from scratch. So while 
many automakers acquire their 

Marlboro 

Without Formula One racing, the Legend 
simply wouldn't be the Legend. 

safety technology from other 
firms, we design our own. 

We didn't invent anti-lock 
brakes, but we did reinvent 
them. The Coupe's Anti-Lock 
Braking (ALB) system* operates 
on two hydraulic circuits, instead 
of one. In the unlikely event the 

The Legend Coupe isn't 
made by hand, but every single one is 
inspected that way. These days, that's an 
innovation in itself 

ALB circuit fails, the primary 
circuit continues to provide 
normal braking. The Legend 
Coupe's driver's side airbag 
Supplemental Restraint 
System (SRS) works on a 
similar principle. 
Due to an ingenious 
back-up system that 
inflates the airbag 
even if main power 
is interrupted, the 
SRS is virtually 
failsafe. Which is . 
exactly the way we 
like things. 

Obviously, the 
Legend Coupe is 
built to handle 
emergencies. And 
thanks to 4-wheel 
independent double wishbone 
suspension, it handles the road 
just as nicely As you might ex- 
pect by now, we developed our 
own system. And tested it as 
exhaustively as every other com- 
ponent that went into the Coupe. 

Why go to all this trouble? 
To make sure the Legend Coupe 
rides and handles as smoothly 
and precisely as possible. 

After all, we have an image 
to live up to. 

Call 1-800-TO-ACURA for 
the name of the Acura dealer 
nearest you. 

ACURA 
Precision crafted performance. 

The Coupe's 
unique double 
wishbone sus- 
pension system. 

•Legend L& LSonly. 



Forbes Informer 
Edited by Gretchen Morgenson 

Steve Ross' big sweet deal 
Unremarked in all the speculation 
about the prospective merger of 
Warner Communications and Time 
Inc. and what it portends for western 
civilization is a simpler question: 
What's in it for Steven Ross, Warner 
Communications' chairman? Would 
you believe $100 million? 

According to Warner proxy materi- 
als, Ross has almost 900,000 shares of 
Warner stock that he will tender to 
Time Inc. That transaction—if you 
assume that the swap for Time shares 
will translate to a price of $50.74 per 
Wamer share—will generate $45.7 
million for Ross. Then there's an addi- 
tional $19 million in stock apprecia- 
tion rights due to vest in 1988 and 
1989 and $31 million in "bonus 
units" that Ross can exercise now be- 
cause of the merger with Time Inc. 
Additional rights due him under his 
old contract will continue to vest 
through 1997. 

And Ross' new contract as Time- 
Wamcr's cochairman? Warner's 
spokesman says it will be similar to 
his old outstandingly generous one. 

As for the shareholders? By locking 
up much of their stock in the transac- 
tion, Time's management thinks it 
has wiped out any takeover threat, as 
well as shareholders' chances of get- 
ting the $200-a-share breakup value 
that analysts have put on the stock. 
On the Warner side, although Time 
paid a $5-per-share premium in its 
agreement to exchange about one-half 
ol ,i I uric share for each of Warner's, 
the value of the exchange—$50.74 at 
the time of the deal—is a far cry from 
the $65 breakup value analysts have 
placed on Warner. What's more, War- 
ner's shareholders face a prospective 
21.5-ccnt dividend cut in the swap. 

uitrn<T chairman, Steve Ross 
Hitting the jackpot yet again. 

Warner's dividend is 68 cents a share; 
if the merger goes through, since 
Time's dividend is $1, each Warner 
shareholder stands to receive 46.5 
cents in dividends. Shareholders can 
always console themselves with the 
"synergy" in the deal. 

Shirt squeeze 
How far will Sears, Roebuck & Co. go 
to flog Arrow shirts in its stores? Ap- 
parently, pretty far. 

Sources say Sears recently ap- 
proached Arrow's owner, Cluett, Pea- 
body & Co., about stocking the che- 
mises. Cluett management, not want- 
ing to compromise its department 
store image, told Sears to buzz off. 

But Sears, whose strategy du jour is 
to load up on brand names, isn't easily 
dissuaded. So the mammoth retailer 
considered a white-knight bid to help 
West Point-Pepperell, Cluett's parent, 
escape the clutches of Farley Indus- 
tries. But Farley won out, so now all 
Sears can hope for is that the new 
owner will put Arrow shirts on the 
block, as is expected. 

Sears has some competition for the 
coveted unit: Warnaco, Canada's Do- 
minion Textile and current manage- 
ment are all potential bidders. Will 
Sears lose its shirt?—Eric Schmuckler 

NBC strikes out 
Is NBC, the golden network, losing its 
touch? Consider the trouble it ran 
into selling airtime for its upcoming 
season of major league baseball. 

Last year Miller Brewing Co. was 
the exclusive beer sponsor on NBC 
baseball, taking 12 spots per game. 
NBC made a pitch this year for a simi- 
lar commitment, but Miller balked. 
The brewer didn't want so many spots 
per game or to have to pay the premi- 
um that exclusivity required. So, 
Miller went to ABC and bought a pack- 
age including the World Series, Mon- 
day Night Football and the Indy 500. 

NBC says it's no sweat losing Miller; 
Stroh, Anheuser-Busch and other ad- 
vertisers are picking up the slack. But 
sources say the rates NBC is getting are 
some 40% lower than it had expected 
to get from Miller. 

Why did NBC drop the ball? Most 
think the network simply overplayed 
its hand. Part of its problem is that the 
value of its baseball package dimin- 
ished when CBS won the TV rights 
beginning in 1990. Advertisers felt 
they didn't need to maintain their po- 

sition with lame-duck NBC. Likewise, 
ABC is so unenthusiastic about this 
season—even though it has the covet- 
ed World Series—that it made noises 
about dropping some baseball cover- 
age. Alas, no deal could be arranged. 
Still, though this looks to be an off- 
season for network baseball, expect 
megabuck deals when CBS steps up to 
the plate later this year—E.S. 

Getting out while 
the getting is good 
Caroline Hunt, Texas oil heiress- 
turned-hotelier, appears to be holding 
a sale. In February she put one of her 
primest properties on the block: the 
ultraswank Hotel Bel-Air in Los An- 
geles. Expected price for this 92-room 
gem? Only $100 million. That's more 
than $1 million a room, surpassing 
the record set when Japanese inves- 
tors bought Hawaii's Westin Mauna 
Kea for $310 million a year ago. 

There's more. Hunt is looking for 
an investor to help develop 1,100 
acres adjacent to her Hotel Hana Maui 
in Hawaii. The investor may also get a 
piece of the 97-room hotel. And she's 
hired Bear, Stearns and First Boston to 
refinance her Crescent complex in 
Dallas, possibly spinning off a 50% 
interest. Opened in 1986 at a cost of 
$250 million, the hotel/office/retail 
project is 93% occupied, but the Dal- 
las market is still soft. 

Why is Hunt moving out of hotels? 
Official line: She wants to snare man- 
agement contracts for other people's 
hotels, and may use cash for invest- 
ments to secure those contracts. But 
the advantage of managing a hotel 
over owning one is that you don't 
need as much capital. Is the near-bil- 
lionairess strapped for cash? Or is she 
just getting out at the top?—E.S. 

Employees 1, Lorenzo 0 
Eastern employees could net more 
than $200 million from the compa- 
ny's Chapter 11 woes. They own 
some 2.4 million shares of an obscure, 
nontrading convertible preferred 
stock that must be redeemed for 
$86.67 per share if Eastern liquidates. 

The  preferred  was born  back  in 
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1984 during another financial crisis at 
Eastern. The company's unionized 
and nonunionized employees agreed 
to take an 18%, or $290 million, pay 
cut to stave off disaster. In return, 
they received preferred shares plus 12 
million shares of Eastern common, 
then valued at $6 per share. 

Texas Air Chairman Frank Lorenzo 
bought back the common stock for 
cash and securities valued at $9.25 per 
share when he acquired Eastern in 
1986. But most employees have re- 
sisted his efforts to purchase the pre- 
ferred, which doesn't trade on the 
open market. That's not surprising: 
Lorenzo offered just $16 in cash for 
stock that could be worth $86. The 
members of Eastern's unions, who 
control about 65% of the shares, have 
another reason for standing fast: They 
maintain the preferred shares give 
them a say in any asset sales. 

Will Eastern's Chapter 11 filing 
trigger a redemption? Its shareholder 
agreement calls for a redemption of 
the preferred upon "liquidation, dis- 
solution or winding up of the Com- 
pany." In liquidation, Eastern em- 
ployees would stand behind the feder- 
al government, the company's 
secured creditors and three other 
classes of preferred stockholders. But 
there's this consolation: They must 
receive their $200 million before Lo- 
renzo can receive a dime on the East- 
em common he holds.—Ruth Simon 

Bagged in Barcelona 
The Informer is happy to know that 
Kurt Meier, the 31-year-old Swiss 
partner of international stock swin- 
dlers Tommy Quinn and Arnold 
(Charlie) Kimmes (FORBES, Jan. 9), is 
resting comfortably in a Spanish jail. 

Meier was president of Chartwell 
Securities, a German and Swiss net- 
work of boiler rooms shuttered after a 
series of police raids in the summer of 
1985. Alerted to Quinn's arrest last 
year, Meier escaped to Greece. 

To hook Meier, the Swiss used his 
common-law wife, Ingrid Brog, as 
bait. They persuaded the French po- 
lice, who had been holding Brog in a 
Paris prison for four months, to re- 
lease her on almost $1 million bail. 
Reason: She might meet Meier in 
Spain, and leave for the U.S. with 
him. Sure enough, on Feb. 10, the day 
Brog was released, Meier was spotted 
in a Barcelona restaurant—sporting 
newly bleached hair, a beard and a 
falsified German passport. The Span- 
ish police nabbed him. 

Meier may be tried in Spain for fal- 
sifying passports. The Swiss hope to 
have him extradited to Geneva to try 
him for stock fraud.—Claire Poole 
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LiveAtAPlace 
Whetelhe\&nderbilts 
Found It Hardlblfeep 
UpvVithThe Joneses. 

^ Come live at Landfall. Here, just after the turn of the century, 
railroad magnate Pembroke Jones and his wife Sadie entertained fellow socialites 
like the Vanderbilts, the Astors and the Whitneys so extravagantly, even they had 

trouble reciprocating the Joneses' generosity. And that legacy of a rich 
and elegant lifestyle continues to be enjoyed by Landfall's residents today. 
To find out more about our private community and its fascinating history, 

call 1-800-227-8208 or 1-800-634-7857, or return the coupon today. 
I'd like to know more about living at Landfall. F0B£ 

Name 

Address 

City State Zip 

Phone Work 
Mail to: Post Office Box 5368, Hanover Station, Wilmington, NC 28403 
t£> ^^ Obtain the Property Report required by federal law and read it before signing anything No federal agency has* judged the menis or value, if any, of this 

— property This advertisement is not an offering to residents of New York or New Jersey or in the residents of any other state where prohibited by law 

Now, IN DELHI, 
THE INTER CONTINENTAL ADVANTAGE. 

Now, we are known as 

TA] PALACE 
INTERCONTINENTAL 

NEW DELHI 
Reservations: USA: 1-800-458-8825 

THE TAJ GROUP OF HOTELS .INDIA 
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50,000 Better 
Ways to Travel 

Unravel Travel 
The Multinational Executive Travel 
Companion offers at least 50 thousand 
facts to help make your business or social 
trip more productive . . . easier . . . and 
more rewarding. 
The only guide of its kind. Covers 147 cit- 
ies in depth. Latest information on more 
than 160 countries. Used by thousands. 

Aak about our 20th Anniversary Edi- 
tion. More complete than ever. Special dis- 
counts on corporate, quantity orders. 
Single copyS60US. Overseas S80. 
Includes delivery. All major credit cards. 

Call or write: 
Multinational Executive Travel Com- 
panion. 207 Atlantic St., Stamford, CT 
06901   U.S.A.   B24      (203)324-6439. 

Forbes Subscriber Service 
60 Fifth Avenue 
New York, NY 10011 

Call: 1-800-772-9200 Ext. 338 

Change of Address. Please give six weeks 
notice. Write your new address on this 
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Readers Say 

Stay tuned 
SIR: I'm afraid George Gilder's caustic 
dismissal of the Japanese lead in high 
definition television ("IBM-TV?" Feb. 
20) reveals little understanding of the 
causes of relative wealth and poverty. 
A nation's standard of living is as de- 
termined by who makes what, as who 
invents what. 

Gilder's deus ex machina, the fiber 
optic cable, was invented by Corning 
Glass. He should ask Corning how 
they view their Japanese competition 
from NTT in this product today. Or 
should Corning be content to go out 
and invent something new,  letting 
others realize the production benefits 
of Coming's R&D? 
—David S. DeCrane 
Vice President, Special Projects, 
AMC Theatres 
Los Angeles, Calif. 

SIR: HOW many fortunes have been 
lost by betting on technology and ig- 
noring marketing fundamentals! Your 
typical couch potato doesn't want to 
work at a computer to watch TV, he 
wants to sit there and be entertained. 
And in 1992, when he starts seeing 
movies and sports on a wide-screen, 
35mm-quality TV with digital sound, 
delivered by direct broadcast satel- 
lites and discs, he'll want that set at 
any price. If you want your horse to 
win, first make sure he's in the race. 
—Rick Newberger 
Xeu berger, Greenberg & Associates 
Westlake Village, Calif. 

SIR: You overlooked a major advance 
in the current technology, i.e., the 
digital processing of the picture signal 
as received but not yet displayed. 
These sets, while not technically 
HDTV, do produce a picture that is not 
readily distinguishable from HDTV, 
and in some cases are here today. 
—Riclxtrd G Rack 
Lajolla, Calif. 

Not just biotechnology 
SIR: Re "Blood, sweat and profits" 
(Mar. 6). Biotechnology is an impor- 
tant part of our future, but the arti- 
cle misstates our corporate strategy. 
We have been changing from a pre- 
dominantly commodity chemical 
company to one of high-performance 
chemistry and biology-based prod- 
ucts—including agricultural and in- 
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dustrial   chemicals,   plastics,   fibers, 
control   systems,   food   ingredients 
and pharmaceuticals. 
—Richard J. Mahoney 
Chairman, 
Monsanto Co. 
St. Louis, Mo. 

Gulp 
SIR: Re MSF on "Alan, before you sink 
the ship" (Feb. 6). Say Mr. Greenspan 
cut interest rates. Do you think the 
Japanese and the West Germans are 
going to keep swallowing American 
dollars? We have to produce things 
they will buy, not just produce more 
paper money. Americans' desire to 
buy foreign goods is hurting us. 
—-Jack Greenfield 
Brooklyn, N.Y. 

An investor's inventor 
SIR: AS an unconventional thinker, 
Paul Brown is used to the kind of 
rejection and criticism articulated in 
your recent "Soup-can physics" (Mar. 
6). You warn investors to beware of 
brokers who push technology stocks 
that have never proven their products 
actually work. I'm sure Thomas Edi- 
son, Alexander Graham Bell and other 
American inventors are rolling in 
their graves over that line of 
thought!!! 
—Philip 11 Talbert 
Chairman, 
Peripheral Systems, Inc. 
Portland, Ore. 

No depreciation 
SIR: The answer to what is worn un- 
der the kilt (Fact and Comment, Mar. 6) 
is, of course, that nothing is worn 
under there; everything is in perfect 
working order! 
—Christine F Wurst/in 
Aptos, Calif. 

Conflict of interest 
SIR: Re "Influence for sale" (Feb. 20). I 
have often wondered why the big 
movers and shakers (chief executives, 
board chairmen, etc.) support the 
election of national politicians who 
are hostile to business. The Tax Re- 
form Act of 1986, the Superfund 
Amendments   and   Reauthorization 
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Act of 1986, the Comprehensive Envi- 
ronmental Response and others all 
place nightmarish paper reporting 
burdens and potential liabilities on 
the productive businessman. 

Little purpose is served except to 
give bureaucrats absolute power. If 
big and little business does not strive 
to remove from office politicians hos- 
tile to business, we will be ruled by 
bureaucrats forevermore. 
—WyattE. Craft 
Jackson, Miss. 

Arms and the man 
SIR: Re Caspar Weinberger's "Why 
can't we cut the defense budget?" 
(Jan. 23). What can I do to help U.S. 
security besides paying taxes—write 
members of Congress? 
—Jaan C. Rank 
Yonkers, NY. 

It is important to write legislators, par- 
ticularly those from your own district 
because they are often more responsive to 
their own constituents. 

—Caspar Weinberger, Publisher 

SIR: Caspar, give up the ghost! 
—R.S. Bright 
New York, NY. 

SIR: He had tunnel vision then and he 
has tunnel vision now. 
—Ethel Comwell 
Frederick, Md. 

Goodjob 
SIR: Re Fact and Comment (Mar. 6). I 
have neither seen nor read anything 
that treats the subject of brand aware- 
ness and corporate image more force- 
fully and convincingly. 
—Clive Chajet 
Chairman, 
Lippincott & Margulies 
New York, NY. 

Goin' down the road 
SIR: A letter in your Feb. 20 issue 
asserts that low-income people drive 
fuel-efficient automobiles. This error 
must cease. Low-income people do 
not drive fuel-efficient automobiles. 
We drive big, rusty CMS, with V8 en- 
gines and slightly noisy mufflers. You 
can buy one of these beasts for $1,000, 
fix everything for $500 and have a 
perfectly reliable car. 
—HA. Paprocki 
Rochester, NY. 
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'With all thy getting get understanding' 

Fact and Comment 
By Malcolm S. Forbes, Editor-in-Chief 

WE HAVE NO PROBLEM THAT LESS DEFICIT SPENDING WOULDN'T LESSEN 
But relentlessly hiking interest rates hugely hikes the deficit, worsening all those problems. 

FOR US TO STAT AHEAD ON SUPERCHIPS AND SUPERCONDUCTIVITY 
isn't an option. President Bush should put a half-dozen or    thing necessary to get the job done. 

so  of our  most  knowledgeable,   best  brains  to  work       In this connection, the news of the 1-million-transistor 
programming what's required. Then let's swiftly do every-    chip from Intel is both exciting and very heartening. 

WHEN THE PRESIDENT MAKES BIG GIVING FRIENDS AMBASSADORS 
it's customary for a cadre of pundits and State Depart- and the gratitude of a President is usually—and wisely— 
ment "voices" to sound off about the unsoundness of the grateful for the selection. 

practice. After decades of meeting many, I think there are more 
As we've said before and say again, baloney. bureaucracy-blunted,   career  ambassadorial   nonentities 
The country that gets an ambassador who has the ear than bull-in-a-china-shop, President-buddy ambassadors. 

WHEN THAT 747 DOOR BLEW, 
all the sophisticated superautomation in the world couldn't have saved the 
other 345 from the fate of the 9 passengers sucked to kingdom come. Only 
intensively trained, long-experienced, coolly wise pilots could do that. 

BEIJING NEVER COULD TOTALLY DICTATE TO CHINAS PROVINCES 
In China's present strained and straining efforts to loos- will and whim of local Red Lords, despite our Beijing 

en the economic ties that bind entrepreneurial enterprise, ordination and its approval of our program. Every village on 
Beijing is becoming increasingly frustrated by regional our long route had to give its own permission for us to pass 
bureaucracy and corruption. through. While this was usually a matter of form and 

Edicts from the capital's Red Highs are oft treated as politeness,  at provincial headquarters it was a whole 
options—if they're even treated at all—in the provinces, 'nother matter. Sometimes it seemed that what Beijing 
These old warlord fiefdoms are now dominated by inde- wanted, almost perversely some local area autocrats didn't, 
pendent-minded political bosses. We could have fore- There's  a  vast  market  at  the  end of  the  Chinese 
warned American companies that the capital did not pos- rainbow. But patience nearly equal to that of the long- 
sess monolfthic power. suffering Chinese people may be required before U.S. 

During FORBES' balloon/motorcycle friendship tour in companies are able to provide what that vast country so 
China six years ago, we found our activities subject to the sorely needs and seeks. 

WE CAN'T AFFORD TO HAVE THIRD WORLD GOVERNMENTS STRANGLED 
to death by debt. In the last six years, what they owe has The 17 most indebted nations—among them Argentina, 
almost doubled, to $1.32 trillion. Last year poor nations Brazil, Mexico, Venezuela, the Philippines, Nigeria and 
turned over more of their wealth to the rich countries, Yugoslavia—paid out in 1988 $31.1 billion more than they 
with debt payments rising by 50% over the year before. received. Triple the amount paid out five years ago. Most 
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of these countries are squeezing their debt payments out of 
the impoverished hides of their countrymen and are stran- 
gling their productive capacities through import bans in- 

tended to "save" on spending. 
Unless there's a dramatic letup, more riots a la 

Venezuela or revolutions will likely ensue. The govern- 
ments that emerge from Left and Right will certainly be 

bloodily undemocratic and economically radical no mat- 
ter what their proclaimed ideology—if they bother to 

proclaim one. 
Thanks be, President Bush has announced that Ameri- 

can policy toward the world's debtor countries is getting 
"a whole new  look.   Not  just  the Treasury  but  our 

national security people" will be involved. And Treasury 
Secretary Nick Brady's recommendations reflect the 

President's concern. 
Fortunately, two key players have given the matter 

much thought—Secretary of State Jim Baker and Senator 
Bill Bradley, Democratic powerhouse and chairman of the 
Subcommittee on International Debt. Their proposals dif- 

fer very substantively, but they're both intelligent enough 
to know that it's in the United States' best interest to 
hammer out a joint program that's doable. 

With our act together, we can proceed to lead the solvent 

Western powers and Japan to actions that will construc- 

tively, significantly meet the crisis. 

UPPED INTEREST RATES SHAKE UP WARSAW PACT COUNTRIES 
and make more shaky Eastern Europe's payments on the 

$129 billion owed to the West. 
Such reality should dampen down some of the talk 

about the Free West lending mucho more Sbillions for 
restructuring   the   collapsing/collapsed   economies   of 

those countries still rabidly Red. 
Unless, of course, Free Europe's banks want to find 

themselves in the same potentially philanthropic position 
as some major U.S. banks involved in huge South Ameri- 

can overlending. 

f i 
"Thesedays, it seems »<•><■ 
tin-only ones you can trust 

with your sales! 
—keimcthOd 

ADS THAT 
PLAT ON WORDS: 

One is god-awful, one is great. 
Cole's Soles ads are usually provocatively 

clever. But would you say this one's more 

provocative than clever? 
J&B's play on words in branding rocks 

delightfully brands the J&B brand in eye and 

on mind. 

HAVE WE NO SENSE OF OUTRAGE? 
The "heroes" highlighted by this first-rate piece of jour- 

nalism in the Wall Street Journal may not be squirming, but 
the rest of us and Congress should do more than squirm. 

"Six years ago, Thomas Vartanian was general counsel 
at the Federal Home Loan Bank Board, helping write laws 
and rules that freed thrift institutions from decades of 
regulatory constraints. Thanks partly to the reckless way 
some S&Ls were soon using that freedom, the U.S. now 
faces a bailout bill that could hit $100 billion, and one 
might expect Mr. Vartanian to be squirming these days. 

"Instead, he is prospering amid the crisis. As a partner at 
the law firm of Fried, Frank, Harris, Shriver & Jacobson, he 
generated a staggering $12 million in billings from his 
work in 55 thrift mergers and acquisitions—many of them 
involving institutions that crashed and burned in the new 
deregulated climate. 

"The nation's savings-and-loan bust has been a boom 
for S&L lawyers [in Washington), most of whom, like 

Mr. Vartanian, used to regulate the institutions. While 
no one blames regulators for the entire S&L calamity, 
many critics charge that the bureaucrats were, at the 
least, asleep at the switch when the industry's problems 
were developing. They find it galling that some of those 
same people are today among the big winners from the 

industry's predicament. 
" 'It's easy to see how the public would see this as a 

particularly obscene example of people coming back to 
benefit from their actions in government,' says Edward 
Furash, a banking analyst here. 

"Mr. Vartanian sees no incongruity between his former 
activities and his current ones. 'People don't come out of a 
regulatory agency in Washington and become a plumber,' 

he says." 
We can rejoice that the President is asking for $50 

million additional to help prosecute those who fraudulent- 
ly used a big part of the lost $100 billion. 
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IF TOU WANNA BE ILL, CHECK INTO A HOSPITAL 
According to a recent study in that eminent bible of 

medicinemen, Tlje Xetv England Journal of Medicine, 21% of 
those hospitalized in a regular hospital wing pick up an 
organism that can cause life-threatening illness—Clostridi- 

um difficile. It's spread to new patients by hospital staff, 
other infected patients and from room surfaces. 

Of this dangerously infectious disease becoming endem- 
ic to hospitals, Veterans Administration specialist Dr. 
Marvin Bittner observes, "We think about solving prob- 
lems with expensive technology and by spending lots of 
money. But here is something as simple as hand washing." 

Shocking, eh? 

"AS A CHILD, WHAT WAS TOUR FAVORITE TV PROGRAM?" 
That was one of the queries among many in a 

survey Esquire sent to a number of us. 
I guess it never occurred to those sprightly bright 

editors that for a few on their mailing list TV didn't 
exist in our six-plus-decades-ago youth. In the Twen- 
ties, out of the mouths of radios and Victrolas came 
home entertainment. 

This New Yorker cartoon delightfully reminds us 

that some cherished nursery fables of many genera- 
tions' duration won't ring bells with today's youth. 

And they would doubtless find little to challenge 
their imaginations in references to men on the moon 
or cows jumping over it. 

< o. a: — 

"Wfjat's 'ticktock'? 

A THIN SKIN IS 
better than a thick head. 

YOU'LL CARRY NO WEIGHT 
keeping your mouth shut. 

BOOKS 
100% American—by Daniel Evan 

Weiss (Poseidon Press, $6.95). An 
incredible compilation of what vari- 
ous percentages of Americans be- 

lieve, do, act, say, are. Would you 
believe that for every percentage 

point there are a couple of dozen 
determinations compiled from the 

ad-infinitum polling we are subjected to? 

Excerpts: From the preface: I began examining everything 
I had always taken for granted, desperate to identify the 
national character. I soon understood that it could not be 
readily grasped, that it was not a quality or characteristic 
we all share. It was piecework. My fabric is statistics, 
drawn from the work of many keen observers of the 
national condition. ... 2% of American cat litter boxes 
are found in the living room. . . . 33% of Americans have 
tried marijuana at least once in their life. ... 33% of 
American men spend more than 45 minutes each day on 
their looks. . . . 37% of Americans think a person advocat- 
ing government ownership of big industries should not be 
allowed to teach in a university. . . . 37% of Americans 
who would refuse to buy stock on an insider tip would 
because the tip might not be any good. . . . 41% of Ameri- 
can women do not own a skirt. . . . 54% of American 
convicted murderers use alcohol just before committing 
the crime. . . . 54% of Americans think the Federal Gov- 
ernment has too much power. . . . 98% of American 
households have at least one television. 

• American Album—compiled by 
Oliver Jensen, Joan Paterson Kerr, 
Murray Belsky (available only 
through American Heritage, 60 
Fifth Ave., New York, N.Y. 10011, 
SI9.95). A fabulous picture (hun- 
dreds of them) of how our American 
land and people looked in times 
that will never be again. An indeli- 
ble treasury of American history. 

Excerpts: From the foreword by Charles Kuralt—This 
book is, first of all, a revelation of the restlessness and 
dissatisfaction of a country that builds things only to tear 
them down, that obliterates towns and cities as easily as 
it changes its clothes. We don't any longer wear the 
clothing that is pictured here, and we don't live in these 
places either. A picture book of 19th-century France or 
Italy or Ireland would show villas, country cottages, coun- 
try roads, and streets of shops, old churches, and public 
buildings that we might still visit. American Album por- 
trays a country no traveler can ever find again. . . . (This is] 
as fine a book of American history as you will ever 
discover. This is history that reaches out from the page 
and touches the heart, history become suddenly person- 
al. .. . How many of these pictures constitute true com- 
munication! Here is an odd and wonderful thing: one 
book of pictures in black and white, without movement 
and utterly silent, that explains more to us than a lifetime 
of newscasts—and affects us far more profoundly. 
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THE MERCEDES-BENZ 300 CLASS: 
TURNING THE THEORETICAL INTO 

THE PHENOMENAL. 

It is not entirely inaccurate to think of Mercedes- 

Benz cars as the handiwork of a scientific 

research center that happens to 

build automobiles. 

Consider: when the en- 

gineers of Mercedes-Benz began 

creating the 300 Class, they tapped 

the human resources of a research 

and development branch five thou- 

sand, eight hundred people strong. 

Technological resources from a 

sprawling safety research center to 

one of Europe's most powerful wind 

tunnels. Technological tools from 

powerful high-speed computers to laser beams 

It was almost inevitable. What 

began as a set of ambitious engineering theo- 

ries ultimately became, eight eventful years 

later, an automotive phenomenon. 

The force of all this leading-edge 

technology shaved weight from bodies while 

actually enhancing their strength. It refined 

them into shapes so slippery as to be almost 

free of noisy turbulence. It created a multilink 

independent rear suspension system that bril- 

liantly resolves the conflict between soft ride 

and crisp handling. 

Thousands of hours of bench test- 

ing, followed by thousands more in the real 

world, proved that a compact six-cylinder 

engine can be designed and built to respond 

like a V-8. Purr like a V-8. And 

endure like a Mercedes-Benz. 

And because the his- 

toric Mercedes-Benz definition of 

performance encompasses a deep 

concern for safety, the 300 Class 

advances the cause of occupant 

protection with a body structure 

designed to help absorb and dissi- 

pate crash energy—not only in regu- 

lation head-on tests, but also in 

front offset collisions. By far the 

likeliest type of serious impact in real life. 

Swift and nearly silent. Catlike in 

agility yet vaultlike in solidity. Built both for 

instant driving gratification and long-term 

owner satisfaction. The 300 Class achieves a 

synthesis of functional excellence matched 

nowhere else in the automotive world. 

Test-drive the 300 Class: 260 E or 

300E Sedan, 300TE Station Wagon or 300CE 

Coupe. And turn the theoretical into the phe- 

nomenal for vourself. 

Engineered like no other car in the world 

t.  1989 Merrtdes-Bcra of N.A., Inc.. MonHaV. \.J 



Other Comments 
Often comments by others stimulate, irritate, 

abuse or amuse this editors mind. -MSF 

Creative Securities 
The creative juices of the Elizabe- 

thans may have gone into sonnets; the 
creative juices of the '80s went into 
thinking up new securities. Guido 
Carli, the former governor of the Bank 
of Italy, said the U.S. had found a 
wonderful way of living. "It imports 
machinery and cars, and exports secu- 
rities, like bonds." 

—The Roaring '80s, by Adam Smith 

"Great" Mayors 
The delusion of political viability 

seems a consequence of social promi- 
nence in New York these days. The 
city is just a mess, goes the dinner- 
party patter: Koch has had it, and the 
other local pols are such . . . nonenti- 
ties. What we really need is someone 
like—well, someone like the Great 
Man we've invited over for dinner. 

"We need someone," agrees the 
Great Man, modestly but firmly, 
"who'll run the city like a business." 

Such galloping fatuity makes for a 
pleasant evening but usually evapo- 
rates by the creme brulee. No sane 
Great Man really wants to be mayor: 
It's too much work, too little reward— 
and very messy besides, the scoun- 
drels of the press not nearly so respect- 
ful as most dinner-party hostesses. 

—by Joe Klein, New York 

Artistic License 
Prince Charles got a St. Valentine's 

Day present but failed to recognize it 
as a bust of his wife, Princess Diana. 
As 80-year-old sculptor Sam Tonkiss 
made the presentation, the British 
royal heir thanked him and asked: "By 
the way, who is it?" 

After a short, shocked silence, Ton- 
kiss said: "It's your wife, sir." 

—New York Newsday 

Power to the Provinces 
BEIJING—In an incalculable and 

perhaps irreversible consequence of 
China's ten-year-old reforms, the cen- 
tral Government has lost power to the 
provinces. Last month, for example, 
Beijing announced that, to save scarce 
resources, manufacturers of soft drink 
cans must immediately cease produc- 
tion. More than 1,400 miles to the 
south, a manager said, "We're con- 
tinuing to make the cans." 

In fast-growing areas, like Guang- 
dong, Jiangsu and Zhejiang provinces, 
a sense of superiority to Beijing has 
emerged that makes it even more diffi- 
cult for the central Government to 
enforce discipline. "In Guangdong, 
they feel as if they've invented the 
wheel," said a Western diplomat, 
"while Beijing is still in the stone age." 

—by Nicholas D. Kristof, 
New York Times 

No Tombstone 
An Enterprise staffer was smiling 

while relating that a not-so-mournful 
widow confided that her late spouse 
didn't leave her with much. 

"Then where did you get that beau- 
tiful new diamond ring?" the staffer 
inquired. 

"Well, he did have burial insur- 
ance," came the reply. "It provided 
$10,000 for the casket and service and 
$25,000 for a stone. This is the stone." 

—"Jab's Gab," 
Benton County (Mo.) Enterprise 

Applaud—Dont Pay 
[There should be] no Western gov- 

ernment loans, credits, guarantees, 
insurance or other subsidies that arti- 
ficially reduce both the risk of doing 
business in the Soviet Union and the 

KOTHCO 

") ON i e got food poisoning—u v II 
to get you out of the hospital" 

cost of Soviet borrowing. Let banks 
lend and entrepreneurs invest. But let 
them do it with their own money, not 
the taxpayers'. 

The developing world and the Sovi- 
et Union are in competition for a lim- 
ited pool of worldwide capital. Every 
mark or yen that goes to Moscow 
doesn't go to developing countries. 
The Soviet Union's vast military 
spending dwarfs the gross national 
product of many nations. If the West 
can afford subsidies, then let's reserve 
them for the truly needy. A dollar's 
worth of special treatment for Mos- 
cow is a dollar less for relieving pover- 
ty in Africa or Latin America. 

Mr. Bush must develop a Western 
strategy for economic relations with 
the Soviet bloc, one that applauds pe- 
restroika but does not pay for it. 

—Senator Bill Bradley (D-N.J.), 
New York Times 

No matter how many 
operations a brain surgeon 
watches, I'd rather have 
someone who has done it. 

—senior White House official, 
commenting on toe search for 

experienced personnel 

Terrible Tremors 
More than a million earthquakes 

take place around the globe each year. 
The vast majority occur harmlessly 
beneath the surface of the sea. A scant 
20 cause damage. In the last 15 years 
nearly 500,000 people have died in 
earthquakes—more than in any other 
type of natural disaster. 

—Life 

Mauled and Mangled 
Perhaps even more enduring than 

the memorable MGM pictures Sam 
Goldwyn, the legendary Hollywood 
movie producer, made are his classic 
manglings of the English language, 
now known as Goldwynisms: 

We're overpaying him, but he's 
worth it. 

I never liked you, and I always will. 
When I want your opinion, I'll give 

it to you. 
Going to call him William? What 

kind of a name is that? Every Tom, 
Dick, and Harry is called William. 

I may not always be right, but I'm 
never wrong. 

Anybody who goes to a psychiatrist 
ought to have his head examined. 

—Anguished English, 
by Richard Lederer 
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HARTMANN'S TEAM OF EFFICIENCY EXPERTS: 

Hartmann Hangbags. Simple efficient packing 
for one day or a week. Some styles have an 

ingenious Grip Lock System™ that allows you to 
use hangers of your choice. Special flaps, pockets and 
zippers organize and secure your belongings. A wide 

array of fabrics, colors and lengths are available. 
Select the one that meets your needs. 

Invest in a Hartmann, where the commitment 
to quality has been our tradition for over 110 years. 

Mil mm 
Handcrafted since 1877.™ 

Send (or a list of your nearest Hartmann dealers. Dept. 4151 Hartmann Dr. Lebanon, Tennessee 37087     c 1988 Hartmann Luggage Du Pont TEFLON* »»tcr & .lain repellfr 
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Bouquet 
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There is an age, usually about five or six, 
when the miracle of flowers becomes apparent to us all. 

As children we sense it rather than understand it. 
And this \v( >nderful gift of flowers can be sent to anyone, 

almost anywhere, by simply asking your florist 
to send it through HTD? Its the gift of a lifetime, 

bee; a is< • with fl< >wers from FTD the feeling never ends. 

The feeling never ends. 



Fact and Comment II 
By M.S. Forbes Jr., Deputy Editor-in-Chief 

A GREENSPAN 
The Bush Administration must quickly establish its 

own dollar monetary policy. Otherwise, the Federal 
Reserve's misguided response to inflation will do real 
damage to the economy. The political harm of a slow- 
down or an outright recession for the new President 
would be considerable. 

Believing that our vibrant economy 

is causing the disturbing rise in 
prices, the Fed has boosted interest 
rates to slow down activity. But the 
economy is not to blame. The real 
culprit is the unnecessary dollar de- 

valuations of 1986-88, done in the 
name of turning around our trade def- 
icit and defusing protectionist pres- 

sures. Instead, we set the stage for a 
discomforting rise in prices. Our policymakers then did 
not grasp a fundamental point: Debasing its money doesn't 

increase the wealth of a nation. Otherwise, Peru, Argenti- 
na, Mexico, etc. would be global economic powerhouses. 
Whatever you gain in particular areas from a devaluation, 

you more than pay for in the damage you do to the 
economy as a whole. 

What Treasury Chief Brady and Office of Management 
& Budget Director Darman must come to grips with now 
is that the Greenspans of the world are haunted by a 
couple of superstitions. 

Economic growth creates bottlenecks, which, in turn, fuel 

RECESSION? 
inflation. Bottlenecks, yes; inflation, no. In a free, com- 
petitive market, high demand triggers capacity expan- 
sion. Invariably, today's shortages are tomorrow's gluts. 
Consumers also learn to use more efficiently what is 
dear and to find substitutes. 

Economic growth means labor short- 
ages; the resultant higher wages lead to 
inflation. Big wage boosts in the 1970s 
came in the wake of inflation, not the 
other way around. Germany and Ja- 
pan have had long periods of substan- 
tial growth without labor costs spin- 
ning out of control. So have we— 
most recently since 1982. Prosperity 
doesn't bring on inflation, as history 
demonstrates time and time again. 

The Administration's message to the Fed should be 
simple: Preserve the dollar's integrity. Cut out trying to 

manipulate the economy. The Fed constantly interferes 
with the economy, employing such excuses as "preventing 
overheating" during an expansion or "stimulating growth" 
during slack periods. For the central bank to think it can 
successfully guide the activities of a quarter of a billion 
Americans is a colossal—and disruptive—conceit. 

With a steady dollar, inflationary pressures set in mo- 
tion in 1986-88 will work themselves through before year- 
end. If inflation were a genuine threat to our future, gold 
prices would not be so depressed. 

BRAZIL 
is a country that has committed virtually every economic 
sin known to man—excessive taxation and regulation, 
bloated state holding companies, wasteful subsidies, de- 
structive import substitution schemes and a devastating 
monetary policy. 

But there is some startlingly good news: Brazil has just 
enacted a substantial reform on taxation. The most impor- 
tant part—individual tax rates will be capped at 25%. 

No wonder the lackluster Brazil Fund, which trades on 
the Big Board (this writer owns a handful of shares), has 
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shot up more than 25% in recent weeks (as have Brazilian 

equities in general). 
Euphoria isn't warranted yet. Statist-minded leftists 

may still win the fall elections. But this is the first impres- 
sive, hopeful harbinger of a saner approach to Brazil's 
economy one has seen in a generation. 

If Brazil makes a few other such sensible moves, most 
particularly pegging its currency to the dollar to conquer 
inflation, the country will quickly confound the old saw 
that Brazil has a great future—and always will. 



"Management must guide the forces of change..." 
— John W. Teets, Chairman 

For a copy of Greyhounds 
latest annual report, write to 
Public  Relations. 
1618 Greyhound lower, 
Phoenix, Arizona 85077 

The Greyhound Corporation has been recast. From 
the crucible of change has emerged a new Greyhound, 
tempered for strength and reshaped for the future 

The job of management always has been to see the 
company not as it is, but as it can grow to be. The new 
Greyhound is the result of this vision, built through a five- 
year restructuring program. 

Hard choices were faced; tough decisions were 
made. Subsidiaries with annual sales of $3 billion, 

including the company's nationwide bus line, were 
divested. At the same time, new businesses with ex- 
cellent growth and profit potential were established 
or acquired. 

For example, Purex household and laundry prod- 
ucts were added to the personal care and packaged 
foods brands of Greyhound's Dial Corporation Premier 
Cruise Lines, the official cruise line of Walt Disney 
World, was launched Dobbs food service for air 



travelers was acquired, complementing Greyhound's 
existing airport and food service businesses. General 
Motors' RTS transit bus manufacturing and parts opera- 
tion was purchased to expand Greyhound's top-ranked 
intercity coach-building business. 

Today, Greyhound's four business segments — 
consumer products, services, transportation manufac- 
turing and financial — produce revenues at a $3 billion 
annual rate. 

With the restructuring of Greyhound's core busi- 
nesses completed, management is concentrating on 
further improvement of operating returns. Change is 
inevitable, and management must guide the forces 
of change to create value for shareholders. 

At Greyhound, we believe in renewing the com- 
pany day by day. 

The Greyhound Corporation 



ANOTHER GREAT OFFER FROM 
THE EMPLOYEE-OWNERS* OF AVIS. INC. 

Drive 
$. 49 a day. Cadillac 

Sedan deVille. 
100 miles/day 

included. 30^/mile there- 
after. Optional Collision 
Damage Waiver $9/day in 
Cal., $10.95-$12.95/day 
elsewhere. Rate not 
available in metro N.Y, 
N.Y state, and Illinois. 

The employee-owners of Avis, Inc. 
want you to experience the elegance 
of a Cadillac Sedan de Ville or similar 
luxury-group car at a very economical 
rate. With SuperValue Rates and fast 

service, we're trying 
harder than ever to give 
you what you want in a 
rental car. 

To get this low rate, 
here are some things 
you should know. 
The rate is available at 
select U.S. corporate 
and participating 
licensee locations. 

It is nondiscountable and may 
change without notice. These cars 
are subject to availability. Blackout 
periods and additional seasonal 
charges may apply. There is no 
refueling charge if you return your 
tank full. There's a $5-$10/rental 
charge for additional drivers (no extra 
charge in Cal.). Renters under 25 pay 
$5-$10 extra/day where applicable. 
Cars must be returned to renting 
location. Local taxes and Personal 
Accident Insurance, Personal Effects 
Protection and Additional Liability 
Insurance are extra. 

To drive this elegant bargain, call 
Avis at 1-800-331-1212 or your 
travel consultant. 

AVIS 
We're trying harder than ever.5 

"Employees at all corporate locations. srd Co . Inc. Avis features GM cars. Cadillac Sedan de Ville. 



Commentary 
on Events at Home and Abroad 

By Caspar W Weinberger, Publisher 

THE NEC: A SUCCESS, NOT A FAILURE 
The conventional wisdom is that the National Economic 

Commission, of which I was a member (I'm for full disclo- 

sure), was a failure because its 14 members could not agree 
that taxes should be increased to balance the federal budget. 

Washington insiders decry the fact that the President's 

firm opposition to tax increases made it impossible to "cut 
a deal," in the current elegant prose, that would include 

raising taxes. 
More significant than whether a "deal" could have been 

made is the fact that 8 of the 14 members of the Commis- 
sion concluded that tax increases were unnecessary and 
undesirable; and that the remaining 6 Democratic mem- 
bers did not recommend raising taxes—indeed, they rarely 

mentioned taxes. About the closest they came was to urge 
that we trust the people and have the courage to "tell the 
truth," in a parable about "a family needing increased 

wages." So much for "political courage"! 
A "bipartisan consensus" for more taxes might have 

been possible if the American people in the last three 
presidential elections had voted for candidates who want- 
ed tax increases or who were "politically courageous" 
enough to keep deathly silent on the subject. But no—for 
some reason, perverse to Washington insiders, the Ameri- 
can people by very large margins voted every time for the 

candidate who promised no new taxes. 
Was the Commission really a "failure" because none of 

the 14 members recommended a tax increase? 
Eight of us thought the approximately $82 billion of new 

revenue we will receive in fiscal 1990 without tax in- 
creases will be enough to finance modest increases in 
major domestic programs and defense as recommended by 
President Reagan. In addition, President Bush's budget 

called for no real growth at all in defense. 
The six Democrats adopted the view that Mr. Gorba- 

chev's "changes" made the "East-West confrontation of 
the past four decades . . . less threatening." Indeed, be- 
cause "the West has prevailed, we do not have to care 
.. . what happens in other regions." As a result we could 

have "an extraordinarily bright future." 
Without paying even lip service to the role played in the 

increased stability of our foreign relations by our greatly 

strengthened defense in the last eight years, and without 
conceding even the possibility that Mr. Gorbachev may 
not be the father of a kinder, gentler Soviet Union, the 
Democratic six thought President Bush's proposal that we 
leave reduced defense spending "untouched" (translation: 
zero new growth) was too much, presumably because "we 
do not have to care what happens in other regions." 

By such means the concept that we need a tax increase is 
gingerly approached sub silentio (translation: "without us- 
ing the horrid word"). 

But though none of the 14 asked for a tax increase (a 
highly successful result for those interested in the continu- 
ing growth and strength of our economy), there was general 

agreement that we must make major reforms in the whole 
astonishing process used by our Congress to consider and 

adopt the federal budget. Eight of us said we should: 
1) have a two-year budget; 
2) reduce the congressional duplication and waste in- 

volved in a "system" under which at least eight committees 
consider just the President's security defense budget alone; 

3) enforce spending limits for future years and not just 

for one year's budget; 
4) give the President a line item veto; 
5) adopt a constitutional amendment limiting resources 

and requiring a balanced budget within those limits. 
The remaining six favored two-year budgets, enforce- 

ment of budget goals and "other bipartisan proposals." 
Most of these are useful suggestions and, taken together, 

would make it more likely that we might get a somewhat 
better budget somewhat closer to the time it is needed. 

So despite the Washington insiders' handwnnging, the 
NEC accomplished three useful things: 

1) It demonstrated that not one of the 14 presidential and 
congressional appointees to a commission designed to 
secure a tax increase recommended a tax increase. 

2) All 14 recommended some useful reforms for Con- 
gress' consideration of the budget. 

3) Eight of the 14 noted that if either President Reagan's 
or President Bush's budget proposals were adopted, we 
could, without raising taxes, have the substantive deficit 
reduction Congress professes it wants. 
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Do your tines perform this well on paper? 

d 

All new tires perform well 
on the road. The question is, 
for how long? 

You can find out the hard 
way. 

Or you can read the war- 
ranty and find out what the 
manufacturer thinks, 

link so highly of our Riken STX 
Radials that weVe given them one of the 
strongest warranties available from any tire 
manufacturer. As muc        ' >.0001 
depending on th 

•>&£&" 

That's because every Riken STX Radial has 
a computer-formulated, all-season tread de- 
signed for the specific aspect ratio of each tire 
series-75,70,65, and 60. 

This specificity, combined with the stringent 
material control of our manufacturing process, 
provides unsurpassable traction, handling 
and longevity. 

So, if you want tires that will still be roaring 
through the rain forty, fifty, even ■■■■■■ 
sixty thousand miles from now, 
visit a Riken Dealer. Call 1-800- 
635-7500 for the one nearest you. 

1989 Riken-A 



Whaf s Ahead for Business 
Edited by Howard Banks 

This year it's 
wages, not benefits, 

and a tough go 

Keep an eye on 
steel, aerospace 
and telephones 

The labor market 
is tight, but 

not inflationary 

LABOR'S NEW AGENDA 
CORPORATE PROFITS ARE UP, UNEMPLOYMENT IS DOWN (to 5.1% in 
February), so labor unions believe it is their turn to benefit. 

The unions particularly hope to recover some of the ground lost on 
wage rates, replacing their earlier concentration on items like job 
security and medical and pension benefits. 

It will not be easy, especially in manufacturing. Despite the lower 
dollar, competition from abroad is still intense (so much so that this 
year's merchandise trade deficit will likely not decrease by much). 

In the first nine months of 1988, renegotiated union agreements 
averaged a 2.4%-a-year wage increase over the life of the contracts. 
This continues to lag increases for hourly paid nonunion workers 
(4.8%), middle managers (5%) and executives (5.6%), according to 
consultants Hewitt Associates. 

The biggest raises in 1988 were in health services and hospitals. This 
helps to explain why overall total compensation, including employer- 
paid benefits, has increased much faster than pay alone, from an 
average 4.5% for goods producers to over 6% in the service sector. 

CONTRACTS COVERING ABOUT A THIRD OF THE 8.6 MILLION workers in 
the private sector and state and local government are due to be 
renegotiated this year. Coming up and worth close attention: 

Steel. Wage rates in real, inflation-adjusted terms are 22% down from 
1982 levels, the industry is in the black, and import protection is 
expected to continue through "voluntary" restraint. 

Aerospace. Boeing, with orders coming out of its ears and over $5 
billion in cash, heads the list. Ironically, a major bargaining issue 
concerns too much overtime (which is mandatory at the company). 

Telephone companies. The unions want a pay increase higher than the 
2% to 3% of the past three years, plus reinstating cost-of-living 
adjustments (COLAS). 

LUMP-SUM BONUSES BASED ON COMPANY PERFORMANCE are increasing- 
ly important elements of pay systems. 

Bonuses already in place vary. Steelworkers at Bethlehem got $3,500 
each for 1988, at usx $1,700 average. Workers at Alcoa got a $1,000 
bonus for signing a new contract in 1988, plus $500 cash this year and 
next, plus $2,750 average to reflect last year's profits; shareholders got 
a dividend bonus based on a comparable formula. Chrysler's bonus for 
1988 averaged $725 a head. 

Because they are not used to calculate benefit costs and are not added 
to the permanent wage structure, these bonuses keep labor costs down. 

But when added to COLAS, bonus schemes make it harder to predict 
whether wages are becoming inflationary-. However, the general trend 
is that wage increases (as against total labor costs) continue to lag price 
increases. This suggests that, for the country as a whole, the labor 
market is still not tight enough to be inflationary. 
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The Forbes Index 
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Money for spending. Personal income rose 1.1%, to an 
annual rate of $2.56 trillion in January, a record, the 
Commerce Department reports. This puts the paychecks 
of Americans 11.7% above their January 1988 level. Dur- 
ing this time consumer installment credit rose 8.3%. 

January's economic momentum—shown in the govern- 

ment's index of leading indicators, which went up 0.6%— 
appears to have spilled over into February. The unemploy- 
ment rate dropped 0.3%, to 5.1%. This is the lowest level 
bince 1974. Banks responded to these inflationary signals 
by raising the prime rate to 11.5%, the highest it has been 
since November 1984. 

The Forbes Index Components 
The Forbes Index is a measure of U.S. economic activity 
composed d! eight equally weighted elements: Total in- 
dustrial production, new claims for unemployment com- 
pensation, the cost of services relative to all consumer 
prices, the level of new orders for durable goods com- 
pared with manufacturers' inventories, total retail sales, 
new housing starts personal income, total consumer 
installment credit 

To measure thest eight elements, FORBBS monitors ten 
series of U.S. government data. The last 14 months' data 
for each scries are presented at right 
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TOYOTA CAMRY LEASE 

ROOM FOR LEASE. 
NOW GET A GREAT 1989 CAMRY FOR A GREAT LEASE PRICE. 

From now until June 2, especially affordable lease 
rates are available on all 
spacious, quality Camrys 
(all sedans, wagons, V6's 
and All-Tracs). Ideal 
space and comfort for a 
family 

of five with generous storage, 
high ceilings (some with sun- 
roofs) and four-door conve- 
nience. Amenities abound even 
in standard models. Like plush 
carpeting, tinted glass, variable-assist power 
steering, and aero-styled halogen headlamps. 

Lease for less than it costs to 
buy, with lower monthly pay- 
ments. Plus terrific savings on 
special option packages. Your 
participating Toyota dealer has 
all the details. So move into a 

roomy new Camry soon and get a new lease on 
life. Get More From Life... Buckle Up! 

TOYOTA QUALITY 
WHO COULD ASK FOR ANYTHING MORE! 

I'D 

l^o Toyota Motor Sales US A.. Inc 



How I keep my clients am 
A lot of people ask me j 

where I find time for every-1 
thing I'm involved with.M 
answer is always the same: I 
I don't find time, I make it j 

Proper time managemen 
x     has always 
i\   been the 

^ * keyt 

F. Lee Bailey 

Dictaphone* is a Iraaem. hone Corporation 89 Dictaphone Corp 



lyself from doing time. 
ay professional life. 

You can't overestimate 
le critical importance of 
me management. Keep 
ourself organized. And 
ever waste time. In the 
liddle of a trial, or any 
ther complicated piece of 
igal work, it's easy to get 
ogged down in a morass 
f detail. Don't. Take full 
d vantage of every waking 
our. Eliminate "dead time'.' 
Vbrk wherever possible. 
)n the bus. On the plane, 
n your car. Wherever. 

I have many valuable 

time-saving tools: my car 
phone, fax, lap-top com- 
puter, and my Dictaphone 
equipment. Being able to 
dictate memoranda, notes, 
letters, and briefs saves 
me enormous amounts of 
time. 

When I'm on the road, 
for example, I can phone in 
and dictate a brief for my 
secretary any hour of the day 
or night. Even if she's not 
there, she'll receive it and 
have it typed and ready to go 
by the next day. Why I can 
even leave a message for an 
associate, or anyone on my 
staff. And I can rest assured 
they'll get it. 

Of course, I also carry 
my Dictaphone portable for 
any ideas that come up while 
I'm away from the office, 
and away from the phone. 

Any good lawyer has 
secrets. Tricks of the trade. 
But nothing takes the place 
of effective time manage- 
ment. And nothing helps 
you manage your time more 
effectively than Dictaphone 
equipment. It's one of the 
ways I keep my clients-and 
myself—from doing unnec- 
essary time. 

Dictaphone. 
Time Management. 

r Call 1-800-433-0880 
for more information. Or mail to: 
Dictaphone Corporation, 3191 Broadbridge Avenue 
Stratford, CT 06497-2559 

Name Title 

Company Phone 

Address 

L City State 

=jf= Dictaphone 
A Pitney Bowes Company 

Zip 



Forbes 

Japans cigarette business was all but closed to, foreigners until 
the Reagan Administration rattled a saber. Since then the likes of 
RJR Nabisco and Philip Morris have been selling up a storm. 

A trade threat 
that worked 

By Gale Eisenstodt 
and Hiroko Katayama 

F| REE-TRADE PURISTS who decry 
all political interference in in- 

ternational commercial inter- 
course must contend with the exam- 
ple of Japan's tobacco industry. Until 
recently, tariffs and marketing restric- 
tions had all but closed Japan's 300- 
billion-cigarettes-a-year market—the 
Free World's second largest after the 
U.S.' (at 558 billion cigarettes a 
year)—to foreign producers. 

With 98% of this very protected 
market, Japan Tobacco Inc. (1988 rev- 
enues, $22 billion) became a bloated 
and inefficient government-owned 
monopoly. Its leading brand, Mild 
Seven, is rarely seen outside Japan, yet 
ranks as number two in the world, 
after Philip Morris' Marlboro. 

The Reagan Administration finally 
gave the Japanese a choice: Stop pro- 
tecting tobacco or watch the U.S. re- 
taliate against Japanese exports under 
Section 301 of the 1974 Trade» Act. 
The Japanese got the drift. In early 
1987 the government grudgingly re- 
moved tariffs and other restrictions 
on imported smokes. This followed 
earlier easings of restrictions on mar- 
keting and distribution. 

Once the window opened, foreign 
manufacturers lost no time jumping 
through. They introduced new brands 
and   cut   pri ne   existing 
brands from Y2t<0 an t pack 
toY220($1.75|, ■■ t do- 
mestic brands. Led h, rris, 
RJR Nabisco and Brown 
son,   foreigners  have   boo-- i 
share of the market from 2 

to 13% currently. 
The success of the U.S. brands is 

even more remarkable considering 
that U.S. companies have found it too 
expensive to set up their own distri- 
bution network in Japan and still dis- 
tribute through Japan Tobacco. 

American tobacco companies now 
export over $600 million worth of cig- 
arettes to Japan. That's nearly five 
times what they exported in 1986. 
Their secret weapon: superb market- 
ing. The land that created the Marl- 
boro man is now rapidly changing the 
rules for Japan's cigarette industry. 

Before the market was opened, it 
was difficult for foreign companies to 

ben suiliviB names 

for RJR Nabisco? 
Japan got Washington's message. 

introduce new brands and advertising 
was restricted. Now new brands are 
proliferating and are being heavily 
promoted. Advertising expenditures 
have tripled in the last two years. For- 
eign companies now spend 50% of 
cigarette advertising money and 75% 
of new product introductions. 

The foreign competition has hit Ja- 
pan Tobacco hard. Its profit margins 
slipped from an anemic 1.6% in 1987 
to a precarious 1.3% in the fiscal year 
that ended Mar. 31, 1988. Mild Seven 
is still the country's dominant brand, 
but that dominance is being eroded. 

"Mild Seven has almost half the 
market because of peer pressure," 
says Russell Chapman, executive vice 
president of marketing for RJR in Ja- 
pan. "It's the brand that your boss 
smokes. But peer pressure is going to 
give way as the consumer becomes 
more sophisticated." 

This comes as bad news for Japan's 
Ministry of Finance. Early this year 
the ministry announced it is planning 
to sell a chunk of TTI to the public. 
This could happen as early as next 
year. Analysts think the shares may 
go for around 125 times earnings. 
James Capel & Co.'s Takeo Setaishi 
believes JTI'S revenues will fall to $20 
billion by fiscal 1990, down from $23 
billion when tariffs were lifted, and 
that earnings will drop over 20%, to 
$300 million. Even so, the company 
may be worth nearly $40 billion— 
unless the frothy Japanese stock mar- 
ket finally cracks, or the new compe- 
tition deters investors. 

Japan Tobacco's chief executive, 
Shigeru Mizuno, a former Ministry of 
Finance official, insists he can turn 
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Japan Tobacco's Shigeru Mizuno 
"We are very capable of improving quality and cutting production costs. 

Roben Vt'.dlis'Sipa 

things around. Says Mizuno to 
FORBES: "Maybe to others we don't 
seem profit oriented, but we are very 
capable of improving quality and cut- 
ting production costs." 

Japan Tobacco has tried to counter 
the U.S. challenge by launching a 
slew of new brands, many with an 
"imported" look. Its Libera brand, for 
example, is heavily promoted on TV 
and in print ads, using a blond woman 
in a short red skirt. The former mo- 
nopoly has also launched an 85mm- 
long cigarette in response to the suc- 
cess of importers' king-size cigarettes. 
When RJR introduced a low-priced 
brand called Islands, priced at Y200 
($1.60), JTI followed with its own bud- 
get version, Hi-Lite Mild. "We're be- 
coming more flexible and responsive 
to changes in the marketplace," says 
Shigeo Uchida, a JTI sales manager. 

More than a decade ago Japan To- 
bacco tried to introduce Hi-Lite Inter- 
national in the U.S., head-to-head 
against U.S. brands. The effort quick- 
ly collapsed. But the company is again 
showing overseas ambitions. Bill- 
board ads^for Mild Seven in Los Ange- 
les target Japanese, Chinese and Kore- 
ans living in the area. The campaign 
has recently spread to the New York 
area. But results have yet to material- 
ize. Other foreign sales have been 
equally disappointing. Despite heavy 
advertising, JTI has captured less than 
2% of the Hong Kong market, versus 
Philip Morris' 30% and RJR'S 14%. 

In its fight against the Americans, 

Japan Tobacco is weighed down by 
some unique disadvantages. Tobacco 
leaf grown in Japan costs two to three 
times as much as foreign tobacco, but 
Japan Tobacco is legally obligated to 
buy the entire domestic crop from the 
politically powerful farmers. To rem- 
edy this, JTI is paying growers to re- 
duce acreage, but the cost is likely to 
hurt JTI'S profitability for some time. 

The kind of bloat that comes natu- 
rally to a monopolist has played its 
part, too. Japan Tobacco now operates 

: 
MILD SEVEN5 

Ad for market leader Mild Seven 
The boss' brand, for now. 

32 factories, down from 45 in the ear- 
ly 1980s, but some knowledgeable ob- 
servers contend that 4 plants would 
be enough. Yet Japan's lifetime em- 
ployment system makes it difficult 
for JTI to get rid of excess workers. 

The only solution at hand is diversi- 
fication. Last fall the company formed 
a joint venture with Sumitomo Wir- 
ing to manufacture wire harnesses at 
one of its older cigarette plants. In 
hope of finding a second core busi- 
ness, it's also getting into pharmaceu- 
ticals, agribusiness and biotechnolo- 
gy. Early in March, JTI announced a 
small ($1.8 million) equity invest- 
ment in Mycogen Corp., a San Diego- 
based biotechnology company. 

But such efforts can only dilute 
management's attention to the fight 
for cigarette market share, RJR Nabis- 
co's Chapman believes market pene- 
tration for his and other foreign com- 
panies has only begun. 

"The young upstart Japanese ac- 
countant walks into his office carry 
ing a pack of Camels and everybody 
looks at him like he's weird," says 
Chapman, sketching out the near- 
term future as he sees it. "But the 
next day a guy walks in carrying a 
pack of Lucky Strikes. Before you 
know it, the trendsetters are walking 
around with all these weird brands, 
and the middle manager feels dated 
because he's smoking Mild Seven." 

Tough-but-reasonable talk from 
Washington clearly has a place in this 
country's free-trade arsenal. ■ 
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Is inflation really nearing the danger 
point? Or is Fed Chairman Alan Green- 
span reading faulty indicators? 

How clear is that 
rearview mirror? 

By Edwin A. Finn Jr. 

NERVOUS ABOUT INFLATION, 

Federal Reserve Board Chair- 
man Alan Greenspan has hiked 

the Fed funds rate a full three percent- 
age points during the past nine 
months. In so doing he is putting up- 
ward pressure on the dollar, thereby 
threatening to widen the trade deficit. 
He is also nudging the U.S. economy 
closer to a recession. All of which 
might be appropriate if inflation were 
indeed about to take off. But is that 
the case? It is all too possible that 
Chairman Greenspan's recent actions 
were based on flawed indicators that 
exaggerate the inflation rate. 

January's 0.6% jump in the Con- 

sumer Price Index, for example, ap- 
pears to be an aberration rather than 
evidence of a dangerous long-term in- 
flationary trend. Consider what's 
been happening with upkeep and ap- 
parel prices, one of seven different 
categories of consumer spending con- 
tained in the CPI. The fact is that 
apparel and upkeep prices, which are 
weighted to account for 6.4% of 
monthly consumer spending, are be- 
ing distorted by changes in the way 
shopkeepers do business. 

Traditionally, retailers wait until 
January to cut prices, but in the past 
few years they have been holding 
massive sales in December and cut- 
ting prices again in January. Yet the 
Bureau of Labor Statistics' seasonal 

Creeping prices 
Though prices are edging upward, many economists put inflation at only 
about 5% for 1989, far short of panic levels. Will Alan Greenspan's high 
interest rates push America into recession? 
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adjustment still emphasizes after- 
Christmas discounts in January, not 
preholiday sales in December. Result: 
Apparel prices appeared to be flat 
from December to January, when, in 
all likelihood, they actually fell. 

The January Consumer Price Index 
was also thrown out of kilter by large 
increases in California's tobacco tax- 
es, which rose by as much as 250%. 
These California tax increases, part of 
the CPI'S other goods and services 
component, contributed to a nation- 
wide tobacco price increase of 4.7% in 
January as well as a 1.5% price rise for 
the other goods and services category. 
But before January, California had not 
increased its cigarette taxes for 21 
years, and the state is not likely to 
raise them again anytime soon. 

Wage rates took an unusual jump in 
January, too, and that inflated the 
CPI'S service component. But the 
sharp wage increase may well have 
been a fluke. With the weather in 
January unusually warm, tens of 
thousands of well-paid construction 
workers were able to work during a 
month when they usually collect un- 
employment checks. This may have 
accounted for as much as half of Jan- 
uary's 0.5% wage rise. 

Absent such fluke occurrences, 
many economists believe the real level 
of consumer price increase in January 
was only 0.4%, for an annualized infla- 
tion rate of about 5% (see chart)—no 
laughing matter, to be sure, but no- 
where near the 7.4% annual inflation 
rate that January's CPI jump implies. 

Besides the Consumer Price Index, 
another measure of inflation that may 
well be misleading is capacity utiliza- 
tion. Federal Reserve figures show the 
nation's factories operating at about 
85% of capacity, widely regarded as 
inside inflation's danger zone. But the 
Federal Reserve is notoriously slow in 
recording new plant and equipment 
that goes into operation. The same 
goes for productivity improvements. 

Wi th an estimated $430 billion spent 
on new plant and equipment last year, 
the nation's industrial capacity may 
have grown by nearly 7% without the 
Fed fully recognizing it. Moreover, the 
utilization rate doesn't always take 
into account the fact that many fac- 
tories are being used only one or two 
shifts a day, as against the three-shift 
maximum. In reality, the U.S. capacity 
utilization rate could be as low as 80%, 
says Amoco economist Ted Eck. 

Lastly, many commodity prices—a 
leading indicator of inflation—seem 
to indicate that January's readings 
were skewed upward. Late last year 
and in early January commodity in- 
dexes rose sharply, fueled by such 
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temporary factors as brief unity 
among OPEC oil producers and strikes 
in South American copper mines. But 
by late February the blip had disap- 
peared, as prices of copper dropped 
3.7% from mid-January levels. Gaso- 
line prices were off 7.6%, and alumi- 
num prices were down 14%. 

Fed governor Robert Heller recently 

said he and his colleagues were con- 
cerned about inflation. But they also 
rightly worried that unless the gov- 
ernment reduces the budget deficit, 
rising interest rates could "kill the 
goose that laid the golden egg." The 
latter concern is clearly the more 
pressing one. 

The real responsibility for taming 

inflation and high interest rates be- 
longs with Congress and the Admin- 
istration, which have yet to show re- 
solve in reducing government spend- 
ing. For now at least, it appears that 
the Fed will have to fight the inflation 
fight alone. As long as that's the case, 
let's hope Alan Greenspan's data are 
as good as his intentions. ■ 

Labor unions want job security. And 
they've also got the financial clout to beat 
the takeover boys at their own game. So 
why dont they use it? 

Buying out 
the boss 

By Marcia R. Berss 

As A LEADER of the United Food &. 
Commercial Workers, Bill Ol- 

\ well has a front row seat for 
the leveraged buyout game played by 
Kohlberg Kravis Roberts and others. 
His union's members work at the su- 
permarkets and retailers hit by take- 
over mania. Since 1985 over half its 
1.1 million members have seen their 
employers acquired or 
merged out of existence. 

Olwell can do some- 
thing about it. Through 
employee stock owner- 
ship plans (ESOPS), work- 
ers can buy companies 
and beat even the likes of 
KKR at its own game. La- 
bor wails about job securi- 
ty and wants more clout, 
but ask Olwell to put 
money on this proposition 
and he balks. "I don't nec- 
essarily believe we have 
the capability to run a 
company," he says. 

It's also possible, 
though, as we shall see, 
that Olwell fears that 
workers who are also 
owners will have no need 
for organized labor. 
"Unions are reluctant to 
do buyouts because they 
see ESOPS as a tool for 

union busting," says Malon Wilkus, 
head of American Capital Strategies, a 
financial adviser to unions. 

ESOPS were created to motivate em- 
ployees by giving them stock in their 
employer. They also give workers— 
and their unions—some handy tools 
with which to buy the boss. Banks 
and insurance companies lending to 
ESOPS get half the resulting interest 
income  excluded  from  taxable  in- 

come. That means lower interest 
rates for the ESOP acquiring company 
stock. Once it has the company, 
moreover, an ESOP can then pay both 
principal and interest on that debt 
with pretax dollars.* 

For anyone attempting a leveraged 
buyout, those tax breaks are manna 
from heaven. But unions are having 
little of it, even if it means saving 
jobs. (The AFL-CIO estimates 100,000 
jobs lost from takeovers.) Of the $311 
billion of merger deals in 1988, less 
than 2% (in value) were done with 
ESOPS, and in many cases unions were 
merely tagging along on a manage- 
ment-led buyout. 

Certainly the problem is not lack of 
money. Union-managed pension 
funds are major investors in leveraged 
buyout pools, and big-name invest- 
ment banking firms Lazard Freres and 
Drexel Bumham Lambert have been 
urging the unions themselves to get 
into the game. But they have had few 
takers. 

Last year Food Workers Local 1351 
tried to be a white knight when the 
Dart Group pursued $3.9 billion 
(sales) retailer Stop & Shop. The local 
had good relations with management, 
which was part of the bid attempt, but 

the effort collapsed when 
the national union nixed 
the transaction, according 
to one adviser close to the 
deal. Stop & Shop was 
subsequently acquired by 
KKR. 

A bid by the Air Line 
Pilots Association in 1987 
to buy United Airlines 
failed when ALPA couldn't 
get the airline's mechan- 
ics, members of the Inter- 
national Association of 
Machinists, to go along. 
(Yes, that's the same IAM 
that has struck Eastern 
Air Lines to insure job se- 

* To be sure, workers at any compa- 
ny can accumulate capital with pre- 
tax dollars by taking some percent 
age of their pay in the form of tax- 
deferred profit sharing The real 
advantage to ESOPs here i<. that the 
maximum possible percentage is 
higher 
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curity and "save" the company from 
Eastern chief Frank Lorenzo.) 

ESOP godfather Louis Kelso has an 
investment firm, Kelso & Co., which 
last year led the $400 million acquisi- 
tion of trucker Arkansas Best. Arkan- 
sas Best's union, the Teamsters, voted 
down participating in the deal. "Labor 
wants security," says Kelso's Jeff 
Gates. "They are not looking for op- 
portunity, which means risks." 

What's bothering the unions about 
ESOPS? It's understandable that a 
union shop steward might hesitate to 
take over as chief financial officer. But 
that can't be the reason. Leveraged 
buyout firms rarely run a company 
they capture. They hire managers. 

A likelier factor is the chilling ef- 
fect worker capitalism has on the us- 

versus-them psychology by which 
unions have prospered. As labor lead- 
er Olwell puts it: "We've had a legiti- 
mate adversarial relationship with 
management for 30 years. Now I'm 
supposed to change my thinking?" 

That, precisely, is what some 
unions are learning they must do. The 
United Steelworkers agreed to some 
employee buyouts when the alterna- 
tive was a plant shutdown. "We were 
going to have to make wage conces- 
sions anyway," says former usw chief 
economist Ed Ayoub. "At least we got 
stock for it." Employees bought Weir- 
ton Steel in 1983 after owner National 
Steel announced plans to shut the fac- 
tory. Workers took a 20% pay cut and, 
with the help of import quotas and a 
strong economy,  the company has 

been consistently profitable. Weirton 
plans to go public shortly. 

Jack Scheinkman, head of the 
Amalgamated Clothing & Textile 
Workers Union, says he may look at a 
buyout of Cluett, Peabody, where he 
has 7,200 members, if the shirt and 
sock maker comes on the sales block, 
as rumored. The United Auto Work- 
ers also has looked at deals. 

But don't expect anything major. 
"The trickle may become a stream, 
but it won't be a flood," predicts Fred 
McCarthy, managing director at 
Drexel Bumham. Adds Corey Rosen, 
executive director of the National 
Center for Employee Ownership: 
"The unions are not going to get into 
this in a big way anytime soon." Rest 
easy, Kohlberg Kravis. ■ 

Anyone curious about how great fortunes 
can be made quietly in the U.S. should 
study Marvin Schwan, a Minnesota dairy- 
man who turned a one-truck ice cream 
business into a home delivery colossus. 

Schwan's song 

By Michael Fritz 

T| HE NAME Marvin Schwan is un- 
likely to mean anything to you 

unless you are in a fairly narrow 
segment of the food business. But it 
meant a great deal to former competi- 
tor Jeno Paulucci. Paulucci says 
Schwan was a factor in his decision to 
sell his Jeno's pizza business to Pills- 
bury in 1985. 

"I've never met a tougher competi- 
tor in my life, because you never 
know he's there," recalls Paulucci. "I 
got to thinking that there is no use 
trying to build a frozen pizza business 
when this guy's got all of it that's 
profitable." 

Operating, by design, in nearly total 
obsc.  u i Schwan has built a 
frozen food business whose worth is 
pushing relentlessly toward the $1 
billion   mark    I n   a 
modest three-floor yello 
brick building in the sout] 
Minnesota     town      of     Ma 

Schwan's Sales Enterprises, entirely 
owned by the 60-year-old Schwan, is a 
far-flung amalgam of at least ten oper- 
ating divisions dominated by a na- 
tional door-to-door frozen food deliv- 
ery company serving mostly rural 
households in 49 states. FORBES esti- 
mates that the home delivery service 
alone is worth $750 million. 

There's more. Apart from the home 
delivery business, Schwan's Sales En- 
terprises also owns three frozen pizza 
companies that sell to supermarkets, 
convenience stores, school lunch pro- 
grams, hospitals, military bases and 
the like. FORBES estimates these three 
pizza companies are worth another 
$225 million or so. In addition, 
Schwan also owns an ethnic food 
manufacturing and distribution busi- 
ness, an egg roll company, an equip- 
ment leasing outfit, a pastamaker and 
two upstart fresh pizza franchises op- 
erating in four midwestern states. 

The man is all business. His first 
wife helped him load ice cream onto 

his first delivery truck. When he end- 
ed their 28-year marriage 9 years ago, 
it was to wed the ex-wife of a former 
company division manager. 

And he is careful with a dollar. Al- 
though he was probably worth about 
$400 million at the time of his di- 
vorce, Schwan persuaded his former 
wife to settle for $1.7 million and a 
Cadillac Seville. 

To keep an eye on his far-flung 
holdings, Schwan spends the first half 
of each week commuting on one of 
his two King Air turboprops between 
his 17-room wood and brick home in 
Sioux Falls, S.D. and his headquarters 
in Marshall (pop. 12,000), where one- 
quarter of the local work force, in- 
cluding the mayor, works for him. 
Any Thursday, Schwan will likely be 
jetting toward a weekend sales meet- 
ing or a regional awards banquet for 
his drivers, where he'll greet most 
drivers and their wives by name. The 
drivers are the key to Schwan's suc- 
cess, and wherever he is, he takes 
pains to promote their total dedica- 
tion to the company. 

Born in Marshall to Prussian immi- 
grant parents who fled to the U.S. 
after World War I, Schwan put himself 
through conservative Bethany Luther- 
an College by working summers at 
the local Marshall Ice Cream factory. 
After completing the two-year pro- 
gram, he joined his family's milk bot- 
tling plant in 1950. Two years later a 
local cap on milk prices pushed the 
business to the brink of bankruptcy. 
Desperate, Schwan loaded a panel 
truck with ice and ice cream and set 
out hawking his goods door-to-door to 
area farmers. Schwan's timing was ex- 
quisite: Larger regional dairies had be- 
gun phasing out home route service in 
favor of warehouse distribution. 

Over the next decade Schwan ex- 
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panded his ice cream 
routes into neighboring 
states. He paid his drivers 
25 cents commission for 
each gallon of ice cream 
sold. Along the way, 
Schwan broadened his 
product line, adding sea- 
food, pizza and other of- 
ferings. In addition, he 
widened his margins by 
acquiring companies 
whose products could be 
sold through his route 
truck—a condensed juice 
maker, then a sandwich 
company. By 1962 sales 
were pushing $5 million. 

In the late 1960s he out- 
grew his pizza supplier 
and Schwan placed a clas- 
sified ad in the Wall Street 
Journal looking for a fro- 
zen pizza producer. In 
1970 he bought Tony's 
Pizza of Salina, Kans., and 
decided that, in addition 
to supplying his home-de- 
livery-route trucks, he 
could sidestep warehouse 
distributors and sell a pre- 
mium-priced pizza direct- 
ly to supermarkets from a 
separate fleet of white de- 
livery trucks. Thus was 
bom the second leg of 
Schwan's business. The 
move proved so successful 
that by 1978 frozen pizza 
represented half the com- 
pany's sales. 

The 1980s saw Schwan attack the 
$500 million (estimated annual reve- 
nues) school lunch frozen pizza mar- 
ket. To work off huge stockpiles of 
cheese, the Department of Agricul- 
ture gave the nation's public schools 
the stuff. To Schwan, the cheese 
looked like an opportunity. In 1984 he 
won hundreds of school lunch pizza 
contracts by offering schools dis- 
counts in exchange for their govern- 
ment cheese allotments. 

Two years later he paved another 
major inroad into the school market 
by acquiring Sabatasso Foods, his larg- 
est school lunch competitor. Schwan 
was able to buy the company cheap, 
after Sabatasso made an unsuccessful 
move into retail sales. That pushed 
Schwan's share of the national school 
market for frozen pizza to 70%. He 
followed that last fall when he bought 
Pennsylvania-based Better Baked Piz- 
za, which had an additional 15%. 
FORBES estimates that last year 
Schwan's pizza sales to institutions, 
mainly schools, came to as much as 
$350 million. 

Schwan's Sales Enterprises' Martin Schwan 
"Marvin was always one for performance standards. 

Today, federal cheese stocks are 
nearly exhausted. No problem. 
There's now a flour surplus. Schwan 
has set up a pasta company and is 
contracting to sell discounted pasta 
entrees to schools in exchange for 
government flour credits. 

Although sales on the institutional 
side have been growing rapidly, it is 
still the home delivery business that 
sets the pace for both revenues and 
profit. FORBES estimates that last year 
alone his 2,300 drivers rang up $90 
million in operating profits on sales of 
$750 million. 

The key is those 2,300 drivers. 
"Schwan's success is that his drivers 
show up," says Duke Adamson, who 
runs a food delivery company near 
Orlando, Fla. "Their customers can 
count on them like a clock." 

Schwan drivers routinely log 12-to- 
15-hour days visiting a route of 1,000 
customers every two weeks. "Marvin 
was always one for performance stan- 
dards," says a former driver. "If one 
driver couid make 100 stops a day, he 
expected everybody to match it." The 
job is so physically grueling and prone 
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to turnover that the com- 
pany screens driver appli- 
cations for married men 
over age 25, with a home 
mortgage or some other 
debt obligation to help 
keep them at their 
wheels. 

But don't think this 
business rests upon the re- 
lentless exploitation of 
expendable drivers. It's 
much more sophisticated 
and up-to-date than that. 
Schwan equips his drivers 
with the latest in delivery 
technology. In 1986, for 
example, he began provid- 
ing his drivers with porta- 
ble inventory and pricing 
computers. These hand- 
held computers allow the 
drivers, while taking or- 
ders at a customer's door, 
to check for out-of-stock 
products and suggest sub- 
stitutes instead of trotting 
back to their trucks to see 
what's available. The 
time savings has helped 
lift the drivers' productiv- 
ity by 10% and has in- 
creased the average sale to 
as much as $25. 

At day's end, drivers 
upload their computers to 
the company's main- 
frames in Marshall. This 
enables Schwan to ana- 
lyze everything from buy- 

ing patterns and sales promotions to 
revenue forecasts and the popularity 
of new entrees. In effect, Schwan has 
brought to the home delivery market 
the kind of powerful computerized in- 
ventory controls that Charles Lazarus 
has created at Toys "R" Us. 

Will public investors ever be offered 
a piece of Schwan's business? In the 
foreseeable future, probably not. From 
his first marriage there are four chil- 
dren. Mark, his eldest son, 33, now 
works in the company's legal depart- 
ment but is unlikely ever to run the 
company. The most likely candidate 
to succeed Schwan, insiders say, is 52- 
year-old Gordon Molitor, a Marshall 
native with an eighth-grade education 
who joined the company as a substi- 
tute driver and is now its national 
sales manager. 

But Marvin Schwan himself is just 
60, very much in control and not like- 
ly to hand over the management reins 
anytime soon. The business is essen- 
tially self-financing. With little need 
for capital, why would a man consider 
going public, especially a man who so 
values his privacy. ■ 
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Columbia Pictures keeps telling Wall Street 
"patience," the cash flow will come. Isn't 
this where we came in? 

Through the 
looking glass 

By Lisa Gnbernick 

T| HERE is NO JAM, the Queen of 
Hearts tells Alice at teatime. 

"The rule is, jam tomorrow, and 
jam yesterday—but never jam today." 

"It must come sometimes to jam 
today," Alice objects. 

Not necessarily, says the Queen. 
"It's jam every other day, today isn't 
any other day, you know." 

The same rule applies over at Co- 
lumbia Pictures Entertainment. 

At a meeting of security analysts in 
February, Columbia Pictures Chief 
Executive Victor Kaufman insisted 
good news is just around the corner. 
Sure, there's going to be negative cash 
flow for fiscal 1989 (ended Feb. 28), 
and only a break-even is in prospect 
for fiscal 1990. But just wait until 
1991, crowed Kaufman, cash 
flow will be $300 million. 
That is partly why the stock 
has been trading at a recent 18, 
double what it was a year ago. 

Trouble is, that $300 million 
cash flow seems rather opti- 
mistic. To achieve it, Colum- 
bia's share of domestic box of- 
fice grosses (including Tri-Star 
Pictures) would have to dou- 
ble, to 20%. That's not easily 
done. Disney, with its string of 
successes, including major 
crowd pleasers Wlx> Framed 
Roger Rabbit. Good Morning, 
Vietnam and Tljree Men and a 
Baby.hti 19.5% last year. 

Columbia has two fairly 
sure hits coming this summer, 
Karate Kid .'II and Ghostbusters II. 
which could well punch up 
earnings prospects in fiscal 
1990, but no one can say how 
much of that momentum will 
carry over to 1991 cash How. 

Says Goldman, Sachs' entertainment 
analyst Richard Simon: "In order for 
Columbia to get their projected cash 
flow, it will have to have an incredi- 
bly successful theatrical releases pro- 
gram, which is impossible to forecast 
and unlikely to occur." 

There's another reason, of course, 
for the strength in Columbia stock— 
the possibility of a takeover. Specula- 
tion about it rides on more than the 
aftershocks of the projected Time- 
Warner Communications merger. 
Some observers think last month's 
merger of Tri-Star Pictures into Co- 
lumbia bodes particularly well for the 
company's future value. 

The merger should cut millions out 
of operating overhead (assuming the 
marketing and distribution opera- 
tions are merged) generated by Tri- 

Colwnbia Pictures Chief Executive Victor Kaufman 
Thinking Wall Street will wail until 1991? 

Star, recently rife with such forgetta- 
ble flicks as Deepstar Six and Who's 
Harry Crumb? But the merger does lit- 
tle for the company's asset values for 
precisely the same reason: With Tri 
Star merged into its parent, there's 
less to sell. Kaufman's cash flow pro- 
jections presumably were based on 
the production of two studios, Gold- 
man, Sachs' Simon points out. "Now 
all they have is a major studio and a 
subsidiary below it." 

Who would want to buy? In order to 
take control of Columbia Pictures, an 
acquisitor would likely buy Coca-Co- 
la's 49% stake, plus the roughly 3% 
owned by investor Herbert Allen. 
Cost? Coca-Cola reportedly wants at 
least $30 per share, more than a 50% 
premium over recent trades, putting a 
$1.7 billion price tag on the Coke/Al- 
len stake, plus another $1.6 billion for 
the public shares outstanding, not to 
mention another $1.2 billion in debt. 
That, even these days, adds up to a lot 
of money, and both the names at the 
top of everyone's list of grand acquisi- 
tors, Sony and Tele-Communica- 
tions, Inc., the cable TV folks, deny in 
strong terms that they're talking to 
either Columbia or Coca-Cola. At 
these prices, their restraint is highly 
plausible. 

The fact is, Columbia's assets bare- 
ly justify the current trading price, let 
alone a 50% premium. Figure that the 
studio real estate is worth roughly 
$200 million, the theatrical distribu- 
tion organization $150 million, the 
wholly owned theaters $500 million, 
plus $2 billion for the film and televi- 
sion library. "After subtracting debt," 

says Lisbeth Barron, an analyst 
with McKinley, Allsop, Inc. 
"Columbia's assets add up to 
about $1.9 billion, or $17 per 
share." 

The evidence of the recent 
deals does little to support 
hopes that Columbia will 
fetch a 100% premium to 
those values. While bullish an- 
alysts touted Lorimar at 20 
and Warner in the 60s, the 
eventual prices were consider- 
ably less. Lorimar went for 13, 
and Warner's projected merger 
tag is 50. 

Attorney Kenneth Ziffren, a 
founding partner of Ziffren, 
Bnttenham &. Branca, one of 
the most powerful entertain- 
ment attorneys in Hollywood, 
points out, "There are as many 
good buys in the motion pic- 
ture business today as there 
are in West Side [Los Angeles) 
real estate. None." ■ 
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Waria Escobar. Laundry/Valet 

Suit pressed withabutton 
ieplaced,5:22pm. 

The WestinSt Francis, San Francisco. 

To some, it. is no more than an 
ordinary valet delivery. Yet at this cru- 
cial moment, one determines whether 
a hotel's performance equals its 
promise. 

At Westin Hotels & Resorts, we 
consider this the moment of truth. 

What sets Westin apart are the 
dedicated people who aim not only 
to fulfill your needs, but to anticipate 
them. People who respond promptly 
to any request, at any hour. 

That is why, time and time again, 
you can be sure Westin will come 
through in a manner that is at once 
caring, comfortable, civilized. 

No matter how pressing 
your need. 

EbTIK1 
HOTELS 8. RESORTS 
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Before 
you buy a printer, 

get a second 
opinion. 



automatically, in seconds, and that it 
could do multi-part forms and spreadsheets 
beautifully, they simply concluded: 

"... this is a printer without peerV 

To see the IBM Quickwriter in action, 
see your IBM Authorized Dealer or your 
IBM marketing representative today, 

the testing demand-    ^>]\/f f\_^ •^lw.„.*4.. • TX.™^ For a copy of the com- 
plete PC Magazine 

review, or to find the dealer nearest you, 
call 1 800 IBM-2468, ext. 118. And put 
your money on a vi # 
winner. 

"The Quickwriter is a 24-pin 
printer built to run forever, very 
quickly" 

Recently, in PC Magazines Fifth 
Annual Printer Issue, the editors 
gave our IBM Quickwriter their presti- 
gious Editor s Choice Award. 

The competition was stiff and 

ing. in seiecting'the IBM Quickwriter Printer 
Quickwriter as the creme de la creme of 
its class, the knowledgeable lab experts 
at PC Magazine scrutinized printers 
of virtually every brand name, with every 
speed, and at every price range. 

It was under these conditions, and 
in a very tough category, that the 
Quickwriter came out of the pack with 
flying colors: 

"... IBM has hit on a winner..." 
When they chose the Quickwriter 

as number one, they considered the look 
of its crisp executive type and the 
quality of its graphics, with either film or 
fabric ribbon, and this is how they 
described what they were looking at: 

' 'It's gorgeous?' 
When they examined our 

Quickwriter for design, durability, speed 
and ease of use, they used some very 
impressive language: 

"IBM designed this obviously 
heavy-duty device to run without 
fail for a very long time" 

And when they saw that our 
Quickwriter was the fastest IBM impact 
personal printer ever, that it was the only one 
that could go from letterhead to envelopes 

. i 
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Not long ago, disobeying Taiwan's leader- 
ship meant jail, or worse. But the success of 
the laissez-faire economic system is under- 
mining the authoritarian political system, 
and a new kind of price must be paid. 

Taiwan's 
long march 

toward democracy 
By Andrew Tanzer 

WHAT WOULD THE Generalissi- 
mo think? The once well-or- 
dered island of Taiwan, 

where Chiang Kai-shek and his Kuo- 
mintang loyalists created their single- 
party government-in-exile after losing 
China's civil war to Mao Zedong's 
communists in 1949, is well ordered 
no more. Rather, it is taking on the 
look of a Chinese Wild West. Fist- 
fights break out in the newly powerful 
legislature. Rampaging villagers shut 
down petrochemical complexes. An- 
gry stock market investors beat up 
government officials and march on 
the Finance Ministry. 
Stock swindlers prey 
upon the newly affluent 
middle class. Illegal lot- 
teries take on epidemic 
proportions. 

So it goes in the de- 
mocratization of Tai- 
wan,* Asia's most dy- 
namic country. 

Throughout the Six- 
ties, Seventies and 
Eighties, Taiwan's stan- 
dard of living developed 
rapidly, thanks to the 
laissez- faire economic 
system allowed by 
Chiang Kai-shek and later his son, 
Chiang Ching-kuo. But while the 
Chiangs went along with economic 
freedom, they retained, through their 
somewhat sinister Kuomintang appa- 
ratus, tight control over Taiwan's po- 
litical system. As Antonio Chiang, 
publisher of the Journalist, the leading 
opposition magazine, puts it: "There 
was no participation in the decision- 
making process foi -40 years." 

Now, that authoritarian concentra- 
tion of political prwer is crackmg un- 
der the weight of 4ie s I de- 

Bnwn Brother* 

Mme. and Gen Chiang 
The old order, gone. 

centralized economy—yet another 
confirmation that there really is a dif- 
ference between authoritarian and to- 
talitarian regimes. In the past few 
years, Taiwan has ended martial law. 
It has permitted the formation of new 
political parties. It has freed the press, 
relaxed foreign exchange controls, al- 
lowed strikes and formation of 
unions, begun to attack the island's 
horrifying pollution problems. The 
government has even ended the ban 
on its citizens' traveling to mainland 
China, the old enemy. 

Small wonder that the smell of an- 
archy is in the air. "We're facing many 
challenges at the same time—po- 

litical democratization, 
labor disputes, pollution 
control and economic 
liberalization," points 
out Liang Kuo-shu, the 
scholarly chairman of 
Chang Hwa Commer- 
cial Bank. "Japan ad- 
dressed these problems 
one by one, in different 
decades after the war. 
We have to face them all 
at the same time." 

Unlike, say, the heavi- 
ly indebted Hungarians, 
the Taiwanese can learn 
to cope with stresses 

that attend rapid social changes from 
a high level of economic develop- 
ment. The island's per capita gross 
national product comes to $6,000—20 
times China's per capita GNP and well 
ahead of that other nearby economic 
miracle, South Korea. 

The transition toward democracy 
gathered steam after the death of Pres- 
ident Chiang Ching-kuo in January 
1988. A shrewd, popular leader, the 
younger Chiang picked a capable suc- 
cessor: Lee Teng-hui, a widely re- 
spected technocrat. Unlike the Kuo- 

mintang's elder elite, whose roots are 
in the mainland, President Lee is a 
native Taiwanese, as are 85% of 
Taiwan's 20 million citizens. 

While less violent and less on the 
front pages than their South Korean 
equivalents, Taiwan's demonstra- 
tions have become an almost daily 
event. The government, with one eye 
cocked on crucial legislative elections 
coming up in December, has chosen 
to appease even law-breaking demon- 
strators, and the police stand idly by. 

Demonstrators don't lack for 
causes. As even a casual visitor to any 
of Taiwan's larger cities—Taipei, 
Kaohsiung and Taichung—quickly 
finds, the island's rapid economic de- 
velopment has been accompanied by 
severe pollution. Taiwanese citizens 
are impatient to clean up their envi- 

* Officially, Taiwan calls itself the Republic of China, 
but only 2J nations bate diplomatic relations uiti) 
the Repitblic of China 

-\ 
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A morning rusl>hour scene in Kaohsiung, Taiwan's southern port city 
The island's rapid, economic development has been accompanied by severe pollution. 

Heimo AgaContact Press Images 

ronment and are taking matters into 
their own hands. Last October, for 
example, a mob of villagers shut down 
Taiwan's largest petrochemical com- 
plex for five days, causing millions of 
dollars in damage and business losses. 
The government reluctantly sided 
with the demonstrators and ordered 
the chemical companies, some of 
them state-owned, to pay the law- 
breakers $45 million for polluting 
fishing grounds. 

Taiwan's industrialists are simulta- 
neously facing stiffer environmental 
protection costs, labor shortages, bal- 
looning wages, more politicized 
workers—and U.S. trade negotiators, 
who have pressured the Taiwanese to 
revalue the New Taiwan dollar by 
45% over the past three years. 

"It's a very heavy burden on indus- 
trialists," frets Chen Lu-an, minister 
of economic affairs. The economy, he 
notes, expanded 7% in 1988, down 
from 12% in each of the two previous 
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years. Exports last year grew 13%, in 
dollar terms, to nearly $61 billion, 
equal to half of the GNP, but were flat 
when measured in New Taiwan dol- 
lars. (Currently, $1 = NTS27.80.) Im- 
ports, spurred by a consumer spend- 
ing boom, shot up 42%, to $50 billion, 
slicing the country's trade surplus 
from $19 billion to $11 billion. 

But the economic changes generat- 
ed by opening up the political system 
will reinforce Taiwan's development. 
As wages climb, labor-intensive, low- 
value-added industries such as gar- 
ments, footwear and sporting goods 
are moving overseas at a brisk pace. 
"This movement offshore will speed 
up industrial structural change," pre- 
dicts Chi Schive, an economics pro- 
fessor at National Taiwan University. 
"It will force us into more capital- and 
technology-intensive industries." 

A backward Japanese colony from 
1895 until 1945, Taiwan is now be- 
coming   a   multinational   economic 

power. Last year Taiwan invested 
some $2 billion in Thailand, Malay- 
sia, Indonesia and the Philippines, 
and now vies with Japan as the lead- 
ing foreign investor in those econo- 
mies, all members of the Association 
of South East Asian Nations. 

The investment is much welcomed 
by ASEAN, whose leaders value it as a 
counterweight to Japan's growing 
domination over the region Taiwan- 
ese businessmen are also building 
hundreds of factories in China, where 
they needn't worry about labor short- 
ages or environmental activists. 

This push is changing trading pat- 
terns. Last year exports to Southeast 
Asia and China (via Hong Kong, as 
direct trade is banned) boomed. 
Taiwan's exports were traditionally 
dominated by final products. Now, 
shipments of intermediate goods— 
chemicals, electronic components, 
capital goods—are surging as Taiwan, 
following in Japan's footsteps, sup- 
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It's not that the usual benchmarks are invalid. 
It's just that Audi prefers to set the bar a bit higher. To satisfy our own 

stringent standards. To pursue, in 
other words, an alternate route.        v        ^^y       ^^w       -» 

And should you think the 
difference is all in our head, consider 
our body. It's 100% galvanized steel. 
Inside and outside. 

T IlTl 1Q1 l^l"? T  Pf,(s lll^t" <s?lV AllHl ^''^'''1'^youitnvn skin. Audi's remarkable^aWcwizcdhidy can actually heal usd{ 

is the first and only car maker to offer a full line of fully galvanized sedans 
The result? An Audi resists rust as resolutely as it resists convention. 

Even more remarkable, our engineers employ a zinc coating that 
reduces the potential corrosion of everyday nicks and scrapes via 

It SetsThe Standard 
By Ignoring It 



'cathodic effect." Which is a fancy way of saying it actually heals itself. 
But then, a body like ours deserves no less. Because the Audi 

100/200 Series is the latest evolution of a sedan design cited as "the new 
styling standard for cars of this class" (MotorTrend). 

To which Road &Track added this clarification: 'Audis are inno- 
vative automobiles, their identity based not on a familiar grille shape, 
styling theme or dizzying performance but on a penchant for represent- 
ing the state of the technical art." 

And since every Audi comes with the powerful protection of the 
Audi Advantage (your dealer will proudly share the impressive 
details), you'll also enjoy an unprecedented standard of security. 

Which is the only standard we know. TPhg Aftj£m3l£ Roilfe 

Audi 

■ MHMP ±M1 



Nipponophilta 

The most popular meeting place for 
trendy young Taiwanese, dressed in 

the latest Japanese fashion, is Japan's Sogo 
Department Store in Taipei's East End, 
opened in late 1987 and already the biggest 
department store in Taiwan. Following 
Sogo's lead, Mitsukoshi is opening a chain 
of department stores, Yaohan a chain of 
supermarkets. Satellite dishes beam Ja- 
pan's NHK-TV broadcasts to Taiwan. 

From 1895 to 1945, Japan occupied Tai- 
wan by force. It does so now with com- 
merce and culture. Says Frederick Chien, 
chairman of the government's Council for 
Economic Planning & Development: "It's 
as if people are hypnotized."   

The Japanese, nearly everyone agrees, are superior 
marketers. "I think the Americans are blowing it," says 
longtime Taipei resident James Klein, president of the 
Taiwan subsidiary of General Instrument Corp. "Sell- 
ing in Taiwan requires patience and presence, which a 
lot of U.S. companies lack." The Japanese study Manda- 

Ray Cranbourne/Black Star 

The Taipei Sogo 

rin at local language schools and assidu- 
ously wine and dine and play golf with the 
local entrepreneurs. 

Taiwan now has a $6 billion trade defi- 
cit with Japan and a $10 billion surplus 
with the U.S. Fearful of the consequences, 
the Taiwan government bends over back- 
wards to aid U.S. exporters. For example, 
imports of Japanese cars are banned and 
the U.S. is given priority in bids for public 
works projects. Some U.S. products are 
selling well. Ford last year became the 
leader in Taiwan's booming car market. 
Sales of IBM and Hewlett-Packard comput- 
ers are rising fast, too. But these are the 

      exceptions. 
"U.S. companies want to change the whole system," 

reports Lai In-Jaw, director general of the Ministry of 
Finance's customs department. "Japanese businessmen 
blend in well." U.S. businessmen who hope to capture a 
piece of Taiwan's rapidly expanding purchasing power 
would do well to learn to blend.—A.T. 

plies its rapidly growing Southeast 
Asian manufacturing bases. 

Cash-rich Taiwanese businessmen 
have sunk billions of dollars into U.S. 
real estate, hotels and restaurants. 
Now they will build factories and ac- 
quire small and medium-size U.S. 
firms as the government loosens the 
tourniquet on private capital flows. 

Examples abound. Formosa Plastics 
Group, the island's biggest conglom- 
erate, is building a $1.3 billion petro- 
chemical complex in Texas. Pacific 
Electric Wire &. Cable Co. became the 
first foreign company to buy S&LS out 
of bankruptcy in Texas. Expect more. 
Predicts Minister Chen: "Investment 
in the U.S. is going to be very signifi- 
cant in the coming years." 

The outflow of capital, anathema to 
the Chiangs, is welcome to their suc- 
cessors. The island is awash in liquid- 
ity. Fed by massive trade surpluses 
and a runaway money supply, the Tai- 
wan Stock Exchange index quintu- 
pled and Taipei land prices doubled 
during 1987 and 1988. A typical three - 
bedroom, newly built apartment in 
the city now fetches $350,000—this 
in a country with a per capita income 
less than one-third the U.S. level. 

"No government worker or school 
teacher can expect to buy a house on 
his salary," reports the Journalist's 
Chiang. "The distribution-of-wealth 
issue will be more serious than the 
political problems." 

So the people gamble. After break- 
ing 1000 in Oct • 
index went on to 4700, I 
ing to 2700 in October 19 
tripled in 1988, to 8800, I 

ing again last September, after a capi- 
tal gains tax was announced. Al- 
though just 160 companies are listed, 
overall trading volume in Taipei trails 
only Tokyo and New York on many 
days. Such is the speculative fever 
that four Taiwanese banks have mar- 
ket values larger than Citicorp's. 

"The stock market is our legal 
gambling," says E:ic Wu, president of 
Taiwan Securities. He gestures at the 
high-rolling housewives, bar hostess- 
es and veterans congregating in his 
brokerage and adds: "Even [political) 
demonstrators come in to play the 
market." 

For the blue-collar workers, there 
are illegal lotteries and numbers 
games, some tied to legal gambling in 
Hong Kong, others to the roller-coast- 
er TSE index. On days when winning 
numbers are announced, company 
phone lines are jammed and Taiwan- 
ese complain it can be difficult to get 
anything repaired. 

Such unproductive activity is inev- 
itable, given the lack of legal invest- 
ment instruments in Taiwan's primi- 
tive and highly regulated financial 
system. The country has, for instance, 
no organized bond market. Under- 
ground investment houses have 
stepped into the breach. These opera- 
tions, some of which have hundreds 
of millions of dollars under manage- 
ment typically pay depositors 4% a 
month for their money and channel 
the funds into the island's overheated 
stock and property markets. 

"Everyone knows this kind of com- 
can't survive forever," says Tai- 

wan University's Schive, "but they 

gamble they won't be the last deposi- 
tor." Why do they take such a risk? 
Replies Schive: "The society is not 
used to being rich. People don't know 
how to handle money." 

Some of the wealth is being spent 
on luxuries. Last year car imports 
nearly tripled, to 109,000 units, and 
BMW, Mercedes and Jaguar dealer- 
ships are sprouting around Taipei. In a 
month when the stock market is bull- 
ish, 10,000 new cars take to the roads 
in Taipei. In a bad month, 8,000 vehi- 
cles are added. Either way, the island's 
road system has been overburdened 
for years, and Taipei now features 
some of the world's worst traffic jams 
and air pollution. Warns Minister 
Chen: "The whole place is going to 
turn into a parking lot soon." 

Analysts estimate the country im- 
ported a staggering 500 tons of gold in 
1988, worth over $7 billion, making 
Taiwan the world's biggest gold im- 
porter. Much of the gold was imported 
by the government from the U.S. to 
help balance trade and diversify 
Taiwan's mountainous foreign re- 
serves, currently worth $76 billion— 
$4,000 per Taiwanese. But much was 
also bought by the island's nouveaux 
riches. Diamonds, Rolex watches 
(real ones) and $400 steak dinners are 
also in vogue among the fortunate 
minority of Taiwanese who own busi- 
nesses or have made windfall profits 
on land or stock market speculation. 
For the rest, life's finer things are slid- 
ing further from their grasp. 

Thus far, overall consumer price in- 
flation, just 1.3% last year, has been 
kept low by an appreciating currency. 
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Smooth sailing to 
84 countries around 
the world. 
It may surprise you that Lufthansa, the airline of 
Germany, also flies to Australia, India, Japan, 
Tanzania, Yemen, anywhere business takes you. 

But what shouldn't surprise you is that, no 
matter how unusual your destination, you can 
always expect our usual commitment to getting 
you there without the slightest turbulence. 

People expect the world off us. 

© Lufthansa 
German Airlines 

Lufthansa is a participant in the mileage programs of United 
USAir and Continental Eastern. See your Travel Aqenf'M£a'<"» 



That's why our relationship hank- 
ers make your business their business, 
every day. And why First Chicago 
has more specialized industry experts 
than any other bank. We know 
the right talent makes success al- 
most automatic. 

In Retailing, we're known for 
making the big plays: First Chicago 
co-agented the recent Kroger $3.6 
billion management recapitalization 
that successfully restructured the 
company. Kroger needed a commit- 
ment in five days - and they got it. 

We followed that with an aggressive 
syndication to 40 banks that was 
funded in less than three weeks. 

in the insurance market, we know 
it takes more than our strength in 
cash management to serve this 
industry today, we have applied our 
expertise to leveraged acquisitions 
and the development of surplus 
relief solutions with commitments 
in excess of $2 billion. You wont find 
a more experienced team at any 
bank, anywhere. 

Our Electric and Gas specialists 

know how to make tough deals done 
deals. As agent and lead manager, 
we were the key players in a relation- 
ship, engineering and syndication 
team that arranged the largest co- 
generation power plant financing 
in history- Consumers Power Com- 
pany's $650 million Midland Cogen- 
eration venture. 

For more than a dozen specialized 
industries, we've got the right talent 
at every position. Give us a shot. 
We ve earned a reputation for making 
it happen. 

IN CHICAGO, WE PUT OUR REPUTATION 
ON THE UNE EVERY DAY. 

Performance has always been a Chicago tradition. 
FIRST CHICAGO 



But the income and purchasing power 
distortions are taking a toll. Workers 
quit their jobs to gamble full time, 
even as textile mills and construction 
crews go begging for workers. Some 
positions are being filled by illegal 
laborers from Thailand and the Phil- 
ippines. Wen Ko, president of Hew- 
lett-Packard Taiwan, speaks for many 
thoughtful Taiwanese when he says: 
"Our value system is under pressure." 

Some commentators link the social 
disorder to a vacuum in the national 
polity. Under the Chiang regime, the 
island's mission was to resist commu- 
nism—and to recover mainland Chi- 
na. Recovering the mainland was al- 
ways a dream, but for many years it 
helped to build a national ideology. 

Whither Taiwan? As it continues 
its long and difficult march toward 
the ranks of industrialized democra- 
cies, Taiwan will be stabilized by its 

While less violent and less 
on the front pages than their 
South Korean equivalents, 
Taiwan's demonstrations 
are an almost daily event. 

strong, well-educated middle class. Its 
economy will be energized by the so- 
ciety's entrepreneurial spirit. A sec- 
ond generation of industrialists, many 
educated abroad and cosmopolitan, 
will revitalize industry, driving com- 
panies into high-tech products and 
improving overseas marketing. 

After swinging from Confucian au- 
thoritarianism to anarchy, a new na- 
tional identity is already forming. The 
reaction of many Taiwanese who visit 
China is shock and disillusionment 
with the primitive lifestyle. They re- 
turn to Taiwan proud and thankful for 
their country's economic miracle. 

Thousands of highly educated Tai- 
wanese are returning to the island 
from the U.S., too. Many are lured by 
economic opportunity, but new polit- 
ical freedoms are also a factor. Says 
Paul Hsu, a leading local lawyer: "As 
chaotic as life here is, I think for the 
first time in Chinese history we have 
a high degree of democracy." 

Democracy. It used to be (and in 
some quarters still is) fashionable to 
say of countries like South Korea, 
Chile and Taiwan that, yes, laissez- 
faire economics brings a rising mate- 
rial standard of living but that the 
authoritarian political regimes sanc- 
tioning it are no better than the totali- 
tarian regimes of Rumania, North Ko- 
rea, Cuba. But Taiwan is further evi- 
dence that such an equation is false. 
The likely result of economic free- 
dom is political freedom. ■ 
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FIDELITY AGGRESSIVE TAX-FREE PORTFOLIO 

Fidelity's Highest 
Tax-Free Yields 

Aggressive Tax-Free is designed to seek 
thehighest federally tax-free yields* among 
lower-rated, more volatile long-term munici- 
pal bonds. At the 33% maximum federal 
income tax rate, you'd have to earn 11.88% on 
a taxable investment to equal the income from 
a federally tax-free investment yielding 7.96%, 
as the chart shows. The fund's share price, 
yield and return will vary, and you may have a 
gain or loss when you seil your shares. 

Total returns include change in share price and reinvestment of dividends. Average .Annual Returns are aver- 
aged figures and not year-by-year results. Historical performance figures do not reflect the fund's 1% 
redemption fee (applicable only on shares held less than 6 months), which would reduce performance. The 
adviser paid some of the fund's    ^^m^^^^^^^^mj^mk 
expenses during these peri-       f^^^^^^^^^^^^^^^^ 
ods, which increased total Fidelity Aggressive Tax-Free Portfolio. 
return. *A portion of the fund's       For more complete information, including management fees and 
income may be subject to the expenses, call or write for a free prospectus. Please read it care- 
alternative minimum tax. fully before you invest or send money. Fidelity Distributors Corpo- 

ration (General Distribution Agent), P.O. Box 660603. Dallas, TX 
75266-0603. jgfff. 

Call toll-free 24 hours      §t-3 ****gK 
1 800 54     (((f^T    Investments 
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7.96% 
Average Net 

Yield 30 days 
ended 2/24/89 

11.88% 
Tax Equivalent 
Yield 30 days 

ended 2/24/89 

13.40% 
One Year 

Total Return 
12/31/87-12/31/88 

12.61% 
Life of Fund 

Average Annual 
Return 

9/13/85-12/31 88 

SUCCESS      INC. 

That sums up Gannett's finan- 

cial performance over the last 

two decades. In 1988, the com- 

pany registered its 21st con- 

secutive year of revenue and 

earnings increases, a record 

unmatched in the media indus- 

try. We posted profits of $364.5 

million on revenues of $3.3 bil- 

lion, increases of 14 percent 

and 8 percent, respectively, 

over 1987. Our dividend in- 

creased for the 21st time, 8 

percent to $1.08 a share. Gan- 

nett means financial success, 

now and in the future. 
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The Larger Context 

Boldness in industrial undertakings, said 
Tocqueville, was the chief cause of Ameri- 
ca 's rapid progress, power and greatness. 

GREED DOES NOT 
EXPLAIN IT 

By Michael Novak 

Philip J. Freedenberg of Fairfax, Va. 
upbraids me in a letter recently pub- 
lished in FORBES for overpraising 
creativity as the cause of the wealth 
of the West, and for neglecting "the 
mechanism that. . . deserves equal 
billing: greed." 

The enemies of capitalism ever 
have been quick to imagine that 
greed is the linchpin of capitalism. 
R.H. Tawney wrote of the "acquisi- 
tive" impulse, Marx of "accumula- 
tion," and recently the late Robert 
Lekachman, one of my favorite so- 
cialists, called his anti-Reagan book 
Greed Is Not Enough. 

Trouble is, "the impulse to acqui- 
sition, pursuit of gain, of money, of 
the greatest possible amount of 
money, has in itself nothing to do 
with capitalism," Max Weber wrote 
in The Protestant Ethic and the Spirit of 
Capitalism. "It should be taught in 
kindergarten of cultural history that 
this naive idea of capitalism must 
be given up once and for all." 

Greed did not begin with capital- 
ism (late in the 18th century). Out- 
breaks of it are found from the earli- 

Philosopber, journalist and ex-U.S ambas- 
sador Michael Sovak directs social and po- 
litical studies at the American Enterprise 
Institute in Washington, D.C Among bis 
recent books arc Taking Glasnost Seriously 
and Free Persons and the Common Good. 

est times, in the biblical ages, and in 
all cultures. Indeed, there are many 
reasons for believing that in the cap- 
italist era greed (in its ancient 
meaning) has diminished as a mo- 
tive force, or has in any case been 
deeply altered. 

In a free society—both democrat- 
ic and capitalist—there are lots of 
reasons why human beings do great 
deeds, build new industries, launch 
new inventions. Without judging 
personal motives, one can imagine 
many types of human energies be- 
ing unleashed by liberty: the zest for 
life, ambition, challenge, excite- 
ment, conquest, self-determination, 
creativity, the will-to-power—yes, 
and greed. 

Yet the word greed is always used 
to name a vice, never a virtue. The 
dictionaries say that it means an 
"excessive" hunger. Do those who 
insist that the driving mechanism 
of capitalism is greed want to prove 
that the system is inherently vi- 
cious? Yes, they do. 

By contrast Adam Smith thought 
that the drive to "better one's con- 
dition" is an admirable natural im- 
pulse. But the most telling com- 
ment comes from Alexis de 
Tocqueville: "To clear, cultivate 
and transform the huge uninhabit- 
ed continent which is their do- 
main," he wrote, "the Americans 
need the support of an energetic 
passion; that passion can only be 
the love of wealth. So no stigma 
attaches to the love of money in 
America, and provided it does not 
exceed the bounds imposed by pub- 
lic order, it is held in honor." 

In the zero-sum societies of the 
past, those who hoarded a portion of 
the common stock made others 
poorer. Not so, Tocqueville noted, 

in a country and an economy "lim- 
itless and full of inexhaustible re- 
sources." Wealth newly created 
takes from no one. 

And the early Americans needed 
boldness: "For a people so situated 
the danger is not the ruin of a few, 
which is soon made good, but apa- 
thy and sloth in the community at 
large. Boldness in industrial under- 
takings is the chief cause of their 
rapid progress, power and greatness. 
To them industry appears as a vast 
lottery in which a few men daily 
lose but in which the state con- 
stantly profits. Such a people is 
bound to look with favor on bold- 
ness in industry and to honor it." 

In ancient and medieval Europe, 
great landowners grew food not so 
much for markets as to feed their 
armies. Wealth for them was gold 
and precious objects to be seized 
from others. Not understanding 
how wealth is created and, as the 
book of Proverbs put it, "greedy of 
loot," they formed robber bands 
and pillaging armies to bring the 
booty home. 

In those days greed typically 
meant "unlawful gain" and was ex- 
pressed through armed might, brig- 
andage and piracy. By contrast the 
proponents of a new type of soci- 
ety—"the commercial republic"— 
believed that commerce would 
tame ferocious manners. 

Commerce, they thought, is bet- 
ter for society than war. Inherently, 
it requires peaceful ways, trustwor- 
thy personal relationships, long 
time horizons, voluntary contracts 
and international law. It teaches pa- 
tience, discipline, a prudent watch- 
fulness over small losses and small 
gains. It spurs vision, enterprise and 
grand designs. Proportionate to risk, 
it honors a reasonable return. With- 
out such returns, indeed, there is no 
peaceful economic growth. 

Thus the Americans regarded the 
warlike barons and lords of Europe 
as lawless, untamed and frenzied 
with greed. Their medieval ances- 
tors would have called the Ameri- 
can concern for steady material pro- 
gress "base cupidity," Tocqueville 
noted. The Americans regarded eco- 
nomic enterprise as a "noble and 
estimable ambition," lawlike, re- 
spectful of public order, indispens- 
able to national prosperity and bold- 
ly progressive. 

Like our forebears, we should be 
careful to distinguish "boldness in 
industry" from "greed." The first is 
admirable, the second, not. ■ 
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Secrets of successful money managing. 
Number 11 

Is a 8.93% current yield 
reason enough to change money funds? 

No investment should be taken for granted, including money 
market funds.You should review your money fund often to make sure it's 
giving you the performance and service you have a right to expect. 

That's easier than you might think. Just do what any good inde- 
pendent investment adviser would do—compare your fund with 
Kemper Money Market Fund. Here are three important benchmarks 
to consider: 

Investment choices—Kemper Money Market Fund offers you 
three ways to invest: our Money Market Portfolio for maximum money 
market yield consistent with stability of principal, our Government 
Securities Portfolio for an extra margin of safety, and our Tax-Exempt 
Portfolio for income free from federal income taxes. 

Yield—Kemper Money Market Fund's Money Market Portfolio 
had a current annualized yield" of 8.93% for the 7 days ending 
March 2,1989. The yield, of course, is based on past results and is not 
necessarily representative of future performance. Yield will fluctuate 
and portfolio shares are not insured. 

Information—Kemper has Customer Service Representatives 
you can call toll-free if you need information or assistance. We give you 
a Shareholder's Manual that makes your transactions fast and easy. 
And we send you a quarterly newsletter that keeps you informed of 
conditions that could affect your investment strategy. 

If your money market fund meets these criteria, you're in an 
excellent fund. 

If it doesn't, come grow with Kemper. 
Our money fund specialists are available to answer all your ques- 

tions during normal business hours. Call us toll-free at 1-800-537-6001 
for a free prospectus containing more complete information, including 
management fees and expenses. Please read it carefully before you 
invest or send money. 

For a prospectus, call toll-free 

1-800-537-6001 

Kemper Money Market Fund  ^3FmanciaL 

Kemper Financial Services, Inc., 120 South LaSalle Street, Chicago, Illinois 60603 

"The Mofiey Market Portfolio's current annualized yield is the seven-day annualized net investment income per share as of March 2 
Realized and unrealized gains and losses are not included. 



+ 767° F in the sun, - 388° F in the s 

As far as extremes of 
temperature gc the 
planet Mercury will put 
any materia- K 

Temperatures •■■ 
vary by more than 
1080° F. 

With its stark landscape of cra- 
ters, dust and rock, Mercury isn't 

OlTd call an inviting planet. 
In   fact,   conditions   on 

Mernury support no life at all. It's 
- to the sun and its at- 

sn't  allow  heat 
Sotemper- 

o tc T  P on the 
ng th   sun, wnile it can 

be as cold as -388°F on the 
dark side. 
 Here  on  earth  it's  not 
easy to find a material that can 
stand up to such extremes with- 
out being damaged. That is, un- 
less your kitchen features a 
cooktop with a "Ceran" panel. 
Because even if the temperature 
varies  by  more than  1472°F, 

"Ceran" won't warp a fraction of 
an inch. 
 Glass-ceramics       from 
Schott also put us in touch with 
space. When used in telescope 
mirrors, glass-ceramics make 
these mirrors highly resistant to 
temperature changes. Schott's 
glass-ceramics are the ideal 
material for earthbound stoves 



That would put anything to the test! 

"Ceran" glass-ceramic 
cooktops are highly re- 
sistant to sudden 
changes in temperature. 
They wouldn't warp even 
on Mercury. 

or for orbiting millions of miles 
above them too. 
 Glass-ceramics, availa- 
ble from Schott America, are just 
one example of how Schott's in- 
novative development responds 
to specific needs. Because in to- 
day's world, special glass helps 
keep technology advancing. 
 Schott worldwide:50.000 

products, 42 production facil- 
ities, represented in more than 
100 countries, with $ 1 billion 
in sales. 
 Schott in the USA: 8 com- 
panies employing more than 
1200 people. 
 Would you like to know 
more about our special glass? 
Write  to:   Schott  Corporation, 

Department F 15, 3 Odell Plaza, 
Yonkers, NY 10701. 

O SCHOTT 
Nobody knows more about glass. 



Thirty years after Edsel, billions are being 
spent on new car divisions for untested or 
crowded markets. A tale of two dealers. 

How do you build 
a luxury image? 

By Jerry Flint 

A STORM BUILDS on the TV screen: 
clouds, waves, lightning. In the 

k corner words appear: "What is 
natural is beautiful." More waves and 
lightning and new words: "What is 
beautiful is powerful." Now it's flash- 
o-rama with the lightning: "What is 
natural and beautiful and powerful is 

worth holding on to." 
"This is very subtle," says Bob Ro- 

senthal, describing the promotional 
videotape sent from Infiniti, Nissan's 
new luxury automobile division. Bob, 
who holds the Infiniti franchise in 
northern Virginia, doesn't like the 
tape one bit. He's a megadealer: 15 
franchises, 33,000 new and used cars 
sold last year, $450 million worth in- 

cluding the insurance, financing, real 
estate and port operations that go 
with the cars. He doesn't sell 33,000 
cars being subtle. 

Rosenthal is sinking a couple mil- 
lion dollars into a new Infiniti show- 
room at Tysons Corner (he already 
owns the land, worth maybe $5 mil- 
lion) to sell the $40,000 Infiniti Q45 
and the $25,000 M30 models next 
winter. The videotape from infiniti 
hasn't soured him; he's still putting 
up his money. He just thinks the old 
ways still work. "They're selling na- 
ture," he fumes. "You've got to show 
the car." 

A few miles away in Alexandria, 
Jack Taylor almost quivers with ex- 
citement. Jack, who sells Toyotas, has 
joined forces with Terry Lindsay, a 
Cadillac dealer, to sell the Lexus mod- 
els from Toyota's new luxury divi- 
sion. "We're going after the Ger- 
mans—Mercedes and BMW, and Jag, 
too," he says. "My entire softball 
team, all my contemporaries, used to 
drive Toyotas. Now they drive Mer- 
cedes and BMWS." And Taylor wants 
them back. 

Terry Lindsay feels the same way. 
His business did $55 million last year 

Megadealer Robt 
"Everybody is trj 

m's luxury Infiniti in northern Virginia 
> sell automobiles." 
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selling Cadillacs. But, he says, "Our 
average buyer is 58. No matter what 
we've tried, we can't get the younger 
buyer in. With Lexus we can reach a 
whole generation who have never 
owned an American-built car." Terry 
has never held a foreign franchise, but 
this time he is determined not to miss 
the boat. 

Nobody wants to miss the boat, 
which is why billions of dollars are 
being spent by Nissan and Toyota, 
General Motors and others to develop 
new cars and new dealers—new chan- 
nels, the trade calls them. Plus bil- 
lions more by dealers. A single show- 
room and the land under it may cost 
$2 million to $5 million: 165 dealers 
this fall and 350 later for Infiniti and 
Lexus; an initial 80 building to 250 
dealerships in all for GM'S Saturn divi- 
sion, starting late in 1990; another 
200 to 300 dealers over three years for 
Honda's Acura division. 

Taylor and Lindsay and Rosenthal 
are all trying to figure out what will 
work in the luxury market, what will 
lure customers from Mercedes. 

Service has been the bragging point 
of Jack's Toyota dealership in Alexan- 
dria, which delivered 1,700 new cars 
and did $30 million in business last 
year. "Sometimes I run the van [cart- 
ing customers to the subway stop] or 
serve  coffee in  the waiting room. 

Terry Lindsay and Jack Taylor, who will sell Toyota's Lexus 
They want to whip the Germans. 

They [employees] see me kissing the 
customer's behind and they know it's 
important." There's even a boutique, 
selling everything from whisk brooms 
to driving jackets. 

But will such things help sell a 
$40,000 car? "It's got to be more than 
serving coffee and Danish on a silver 
tray," says Taylor.  Some thoughts: 

picking up and delivering customers' 
cars. Maybe they'll offer Toyota con- 
vertibles as loaners, or the two-seat 
sports car MR2, or four-wheelers, he 
says. "Terry [his Cadillac dealer part- 
ner] says anytime you're dealing with 
this kind of customer, you can't give 
him a used car." Taylor's also think- 
ing of using the new Lexus service 

With the way some facsimiles make you wait, 
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shop, which won't be busy, for install- 
ing air conditioners in his Toyotas. 

The risks of going into Lexus are 
heavy. For one, the market could 
change just as the cars come out. That 
happened to Edsel 30 years ago, and 
sales of luxury cars have lately been 
looking weak. For example, combined 
sales of Jaguars, Mercedes and BMWS 
were down 11% last year. So why put 
$2-million-plus into an unknown 
product? 

First is faith in Toyota. It made Jack 
a millionaire. "This is far better than 
the greatest dream I ever had when I 
was sitting in Saigon," the 42-year-old 
Vietnam vet says. Then there is the 
lure of bigger profits: "I sell a $20,000 
Toyota with a 13% markup on it. 
We'll get 18% to 20% in both Lexus 
cars." And he figures he can sell 800 
to 1,200 Lexus cars a year, 55% of 
them the big LS400 with its $7,000 
markup. There's also the fact that 
Toyota will finance much of his start- 
up at below-market rates. 

Rosenthal, the megadealer who will 
sell Nissan's luxury Infiniti line, 
makes his headquarters in an office 
building, not a showroom. Some be- 
lieve that such megadealers are the 
coming wave. He and his father won a 
Chevrolet franchise in 1954, but 12 of 
his 15 franchises today are imports. 
That's because the importers would 

The model Infiniti shouroom 
"It's a gamble because the Japanese have never been in this class car. 

give him a franchise, whereas the 
American companies opposed such 
chains. "They drove some of their 
best dealers into the hands of the im- 
ports " he says. 

Rosenthal thinks the German cars 
will not suffer at first from the Japa- 
nese attack on the luxury market. 
"The first buyers will be our Japanese 

car customers moving up. Next will 
be potential buyers of American luxu- 
ry cars, Cadillac and Lincoln. Third 
and last, after five years, will be the 
Germans." 

Volume dealers like this usually 
count more on pricing and advertising 
than on wooing customers with ser- 
vice. For example, while Taylor and 

youti think that you had nothing better to do wit 
No matter how fast a high-performanro facsimile transmits, 

it doesn't matter if you have to wait for it to perform. Waiting for an 
incoming fax to print. Waiting for the line to clear. Waiting while 
your document is scanning. 

Waiting. Waiting. Wait 
But with a Canon EAX-705, you don't have to wait at all. Because 

the FAX-705 works as hard as you do. With performance features 

that let you do the work of several facsimiles at once. 
While someone else is receiving a fax, you can be sending one. 

Or while you're storing or receiving documents in memory, you can 
also record, print or make copies of other documents. 

You no longer need to wait for the fax to transmit your originals 
before removing them, either. With InstaScan, your document can 1 
read and stored in memory in just 4 seconds? 



The model Lexus closing room 
"It's got to be more than serving coffee and Danish on a silver tray. 

Lindsay say loaners to luxury buyers 
should be new cars, Rosenthal dis- 
agrees: "Give him transportation in a 
rental car." 

He is also troubled by the level of 
advice and discipline from Infiniti, 
something new for him. "They used 
to have a guide on what the dealer- 
ship should be like, but this [Infiniti] 

is a plan, with little leeway. They 
want the dealership to be Japanese- 
looking. In all of my years, one thing 
they did not want you to do was to 
look Japanese." 

Rosenthal notes that the floor of the 
standardized showroom is divided 
into four pods. "It's like a big closing 
booth, no open feeling. I don't know if 

the public will go for that." He points 
to a display of building materials 
mandated by Nissan that includes 
granite at $17 a square foot. "Before, 
they looked at the material, the sofas, 
the chairs, the desks for final approval, 
but they didn't tell you what it should 
look like. Now they are trying to put us 
all in a mold, like McDonald's arch. But 
what's great about this business is the 
entrepreneurial difference. 

"Everybody is trying to reinvent 
how to sell automobiles," Rosenthal 
sighs. "It's a gamble because the Japa- 
nese have never been in this class 
car." But, like Taylor and Lindsay, he 
doesn't want to miss the boat. "Well, 
it will be an interesting experience." 

Back on his TV screen, the tape from 
Infiniti is still running. An actor made 
up as somebody's rich old father and 
one looking like your typical TV 
young investment banker type are 
having a wandering talk, actually 
quite meaningless, about a wrist- 
watch. It doesn't make much sense to 
dealers like Rosenthal. 

But who can tell? Building a luxury 
image is a subtle business, and the 
Japanese are working hard at it. Nis- 
san brags that on its infiniti Q45 all 
the leather around the steering wheel 
must come from the same animal. 
Something about not upsetting the 
tactile balance. ■ 

our time. 
And with Canon's exclusive UHQ image processing system, 

he FAX-705 can reproduce images with such clarity and detail you 
nay have trouble telling the fax from the original.       ■   |^J^^" 

So if your high-performance fax doesn't really jLJlltLjt 
'ffer the performance you need, see the FAX-705 at EZESZSSEESsa 
our Authorized Canon Facsimile Dealer. Or call 1-800-OK-CANON. 

Why wait around any longer? -standard mode 

Canon 
COMMUNICATING QUALITY 

E n|Oy easy e* tencJeO payments 
with the Canon Credit CarO Ask tor details 
at participating Canon dealers and retailers 
Available only m US    © '989 Cane uS A . nc 



Volkswagen has stayed number one in 
Europe, but its sales have sputtered in the 
U.S. Can it buck the weak dollar for a 
comeback here? 

Can Volkswagen 
stop its 

U.S. decline? 
By Jerry Flint 

VPoLKSWAGEN OF AMERICA last 
year sold 169,000 lower-price 
cars in the U.S.—Golf, Jetta, Fox 

(from Brazil). It has been talking about 
sales of 160,000 this year, but this will 
take some doing, because for the past 
five months sales have been running 
closer to a 100,000-a-year rate. Much 
depends on improved sales for its 
higher-price Audi, which collapsed to 
about 20,000 a year from 75,000 four 
years ago because of bad publicity fol- 
lowing the "unintended acceleration" 
scare. Right now things are looking up 
for Audi. 

A major problem is the weak dollar, 
which makes German-made products 

costly in the U.S. market. The GTI, a 
quick little car with a good sound 
system and a sunroof, carries a U.S. 
sticker price of $16,300. At that price 
the GTI faces tough competition from 
the lower-price Ford Taurus or the 
turbo-powered, aero-styled Probe. In 
the middle range of the market, where 
VW concentrates, price counts for 
more than it does for the high end, 
where Mercedes and BMW sell. 

How about styling? VW, in the Eu- 
ropean tradition, restyles rarely. That 
seems to work for Mercedes and BMW, 
but may not work as well at the low- 
er-price segments of the market. 

However, don't write VW off. 
Volkswagen built the small car busi- 
ness in the U.S. with its Beetle, devel- 

:ANSAS 

v'" sidera ij,.ns-Jorg Hungerland 
Bisj ton the bleeding. 

oped the first popular minivan and 
followed it with an early utility vehi- 
cle (the Thing). Volkswagen was not 
only the first of the car producers to 
move up into a second line of cars, the 
Audi; it also had the best diesel during 
the fuel crisis and was the first foreign 
car maker to open an assembly plant 
here. In short, this is a company that 
has had its ups and its downs. 

Its sales peaked at 600,000 cars a 
year two decades ago and have been 
declining since. The van fell victim to 
retaliatory tariff, the Thing disap- 
peared before the Jeep boom, and the 
assembly plant closed last year, after a 
decade. 

"Murphy's been living here," says a 
Volkswagen official, meaning that ev- 
erything that could go wrong did go 
wrong. He believes the spiral started 
in 1971 when the dollar was freed. 
"Prices were pushed up [the Beetle 
sedan listed for $1,839 in 1970], and it 
wasn't cheap transportation any- 
more." But even though it lost the 
battle for the cheap car market in the 
U.S., VW stayed well in the game 
with new models in the U.S. and re- 
mained in the top spot in Europe—no 
mean accomplishment. 

A new president has been named for 
Volkswagen of America, Hans-Jorg 
Hungerland, who previously headed 
the home factory's export sales. He 
recently toured the U.S., then flew to 
Geneva for the auto show and talks 
with corporate executives. 

Intense competition is the name of 
the game in autodom these days. Even 
as it fights an uphill battle in the U.S., 
VW girds for an expected Japanese 
push in its home territory. Everyone 
expects a full-fledged assault on the 
European market from the Japanese 
over the next few years. At present, 
Japanese cars account for only about 
11 % of the European market, because 
they are practically shut out of three 
of the five major European automo- 
bile-producing states—France, Italy 
and Spain—and held to an informal 
quota in Britain. 

But in European nations that aren't 
automotive powers, like Austria, 
Denmark, Ireland, Finland, Norway 
and Switzerland, they win 30% to 
40% of the markets, an indication of 
their sales potential. 

For all its problems in the U.S. and 
in Europe, VW still has a good deal 
going for it. Once regarded as a one- 
car company—the Beetle—it over- 
came the Beetle's obsolescence to 
hold first place in the European auto 
market with new models. 

Beyond that, it has a well-deserved 
reputation for making good cars and 
for tough-minded management. ■ 
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MANUFACTURERS 
v HANOVER Momentum 

1988 
"OBjKnvESwn 

AND SURPASSED" 
■ Net earnings total $952 million. 
. Common sn=-eholders' equity ratio climbs 

to 4.28 per <   t . 
■ Total shareholders' equity ratio reaches 

4.87 percent 
■we began 1988 by puffing torth what some-c****™*^ 

^ambitiousfinancial plan.I'mplea|| 
Bf) in some cases suj   " 

Juf commorj 
Ction in ^ 

neeitl 

report our objectives have Been 

% busme! 
« slrong 

m better 
increase 

u BUILD ON OUR PROGRESS." 
"The cornerstones of our 

financial plan can be seen in the 
elements of last year's progress. 
In 1989, we will continue to build 
our equity base, strengthen the risk 
profile of our balance sheet and 
zealously manage our expenses. 

"Our business plan is equally 
unambiguous. Based on an inten- 
sive strategic planning process that 
has engaged all levels of the organi- 
zation, we will build upon our 1988 
progress and bring an even sharper 
focus to our.core business activities. 
Our decisions will evolve from the 
special characteristics of our cus- 

tomer base and the returns we can 
achieve by delivering value-added 
services to that base. In this regard, 
our customer franchises can be 
viewed from the standpoint of 
the two specific core markets 
we serve: 

"First, the global wholesale 
market and, within it, our especially 
strong domestic corporate clientele. 

"Second, the regional market 
of the tri-state area of New York, 
New Jersey and Connecticut, where 
we have had decades of success 
serving consumers, small business- 
es and middle-market companies. 

"The CIT Group, our stand- 
alone, nationwide business finance 
company, is a major player in both 
core markets. 

"In approaching our core 
markets, we intend to structure the 
corporation in a way that will serve 
our valued customers most effec- 
tively and in the most coordinated 
manner. The final result will be a 
more sharply focused Manufacturers 
Hanover with the financial strength 
and capacity to expand our base of 
business and generate higher levels 
of core operating earnings." 

'...our 1988 achievements form the foundation 
for 1989 and beyond." 9®$p£ John F McGillicuddy 

Chairman of the Board and 
Chief Executive Officer 
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Jeep announces our four-wheel anti-lock braking syste; 

It's called ABS. And it's a Jeep exclusive. It's the only all-wheel full-time braking 
system available on any four-wheel drive sport utility vehicle. ABS reads the road's 
surface condition up to fifteen times per second and automatically applies and reappli* 

-^;     brake pressure as needed. It allows drivers the freedom of steering while 
" ,^J»1       braking, and turns every stop, even panic stops, into more confident, 

-^*^?fc^N       &%L^>»      more controllable stops. That's the beauty of ABS. But it's fan' 
^^'&> J^^\     fr°m allme beauty of Cherokee Limited. There's the beauty 

/^gf^^AN V     of Selec-Trac^ another Jeep exclusive. It's the only shift-on- 
v^p| the-fly four-wheel drive system that gives you the security of 

full-time four-wheel drive on any surface, on road or off. And, 

Cherokee 
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Adjustable rate mortgages were supposed 
to minimize interest rate risk for shaky 
savings and loans. Instead, a lot of bor- 
rowers seem to be outsmarting them. 

Teasing 
the teasers 

By Jack Willoughby 

A STRANGE THING is happening in 
the mortgage business. Adjust- 

i able rate mortgages, or ARMS, 
were supposed to give banks protec- 
tion from rising interest rates. But 
rates are now rising and signs are sur- 
facing that ARMS could hurt banks 
more than consumers. 

The ARMS were first federally insti- 
tuted in 1981 so lenders 
could avoid the battering 
taken in the late 1970s, 
when rising interest 
rates started burying 
their fixed rate portfo- 
lios. When rates rise, the 
value of fixed rate port- 
folios goes down and 
mortgage yields can 
wind up no longer suffi- 
cient to cover the cost of 
money. In an ARM, rates on mortgages 
are periodically adjusted upward with 
rising rates in the economy generally, 
thereby protecting the lender. 

But how to persuade borrowers to 
go for the uncertain monthly pay- 
ments involved in ARMS? The idea 
adopted by most lenders has been to 
offer the borrowers so-called teaser 
rates, in which the banks charge an 
"introductory" rate that can be as 
much as three percentage points be- 
low prevailing rates on fixed mort- 
gages. Eventually the bank gets to 
move the rate up to whatever prevail- 
ing mortgage rates are at the time. 
R ates can be adjusted every month, or 

>s just every six months, or even 
annu hatever adjustment pen- 

ire subject in most 
ca- prevent their ris- 
ing ty percentage 
point centage 

Tru proved ati 
mark- ■ v- ■ inglt 

mental agency or private institution 
formally tracks the full volume and 
array of ARMS lending presently under 
way. But FORBES estimates that in the 
last year banks, thrifts and other 
home finance lenders made some 
$185 billion in adjustable rate mort- 
gages. That's roughly half of all new 
mortgage lending that took place in 
the country. 

The trouble is, it now looks as if 

ARMS borrowers are starting to pay off 
loans before the teasers expire, then 
turning around and refinancing either 
at new "teaser" rates or at competi- 
tive fixed rates elsewhere. Switching 
to fixed rates is advantageous because 
ARMS are pegged to short-term rates 
already pushing above long-term 
rates. Thus, an ARM set at three per- 
centage points over the current one- 
year 9.36% Treasury rate would cost 
12.36% once the teaser rate expired. 
That compares with an 11.5% rate on 
new fixed rate mortgages. 

What about the upfront "points"— 
normally two percentage points—the 
bank charges for originating the loan? 
That may not close the gap these 
days, since it would typically be just 
enough to cover the interest subsidy 
during the teaser period. That leaves 
the bank out-of-pocket for the cost of 
originating the loan. Couldn't that 
cost be recouped over the life of the 
ARM, given the rich 3% interest rate 
spread over one-year Treasurys? Ordi- 

narily, yes. But in hot markets like 
New York, banks like Anchor Savings 
are shaving rates to grab customers 
from rival lenders. 

Figures are not yet available on the 
national effect of the squeeze, but an- 
ecdotal examples are multiplying. A 
Virginia mortgage banking firm, 
Franklin Mortgage Capital, reports 
that one customer in January came in 
and refinanced his home loan below 
the current Treasury rate simply by 
taking out a new one-year teaser rate 
ARM while paying off his existing one- 
year ARM that was about to increase to 
11.75%. Even after paying two points 
on the new mortgage, the borrower 
got a saving of almost $9,000 annually 
on his $300,000 home mortgage. In 
San Diego, a vice president of Imperial 
Savings Association reports that in 
1987 he used the same ARM-to-ARM 
refinancing technique to renew the 
"bargain basement" rate about to ex- 
pire on his home. In Milwaukee, de- 
mand for refinancing has become so 
hot that one mortgage broker, Ameri- 
can Mortgage Corp. of Wisconsin, 
rented a convention space in a motel 
just to process the scores of home- 
owners trading in expiring teaser 

ARMS for new loans. 
How did banks get 

themselves into such a 
bind? One key factor: 
Accounting rules allow 
thrifts to take their 
front-end points into in- 
come after they write a 
new mortgage and sell it 
on the secondary mar- 
ket. These fees make the 
profits look really 

healthy: Any potential losses would 
come later on. 

That's an illusion that may not last 
much longer. Banks could get clipped 
even from the ARMS that remain in 
their portfolios after the expiration of 
the teasers. Why? If rates keep rising, 
more and more of those loans will 
begin to hit their periodic caps; ac- 
cording to Ramine Rouhani, manager 
of financial research for Ottawa, 
Kans.' Franklin Savings Association, a 
growing number could soon even be 
hitting their lifetime caps. David 
Rochester of Financial Strategy 
Group, an industry consulting organi- 
zation, says: "Many bankers will soon 
find they haven't done anything for 
themselves with these ARMS except to 
hold mortgages that are under water." 

So look for problems—not solu- 
tions—coming from these seductive- 
sounding ARMS. Congress, and ulti- 
mately the taxpayer, could wind up 
once again paying dearly for bankers 
learning to price loans properly. ■ 
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Discover how Merrill lynch can 
helpyou realize the value of your 
business. 

*<$&&* -**%£ 
RETIREMENT 
PLANNING 

****** 

Only you know how much time, money and effort 
you've invested to build your business. When it is 
time for you to convert some or all of the equity in 
your business into a liquid asset, you will want to 
receive the maximum return for this investment. To 
do so, you may need to place an objective and sup- 
portable value on all or part of your business. 

Consider Merrill Lynch Business Brokerage and 
Valuation, Inc. professionals with wide-ranging expe- 
rience in valuation of closely-held firms. When you de- 
cide to sell or recapitalize your business, buy another, 
set up an ESOP or plan your estate, they can help. 

If your decision is to sell your business, the busi- 
ness brokerage division can utilize their global 
resources to find the right buyer, and do so with 
speed, accuracy and discretion. 

To find out how Merrill Lynch Business Brokerage 
and Valuation, Inc. can help you realize the value of 
your business, talk to a Merrill Lynch Financial Con- 
sultant, return the coupon below or call us toll-free, 
Monday through Friday, and we will provide you with 
more information regarding these services. 

1-800-637-7455, ext. 5845 
r. Mail to: Merrill Lynch, Pierce, Fenner and Smith Inc. 

Response Center, PO Box 30200 
New Brunswick, NJ 08989-0200 

□ Please send me more information about how Merrill Lynch Business 
Brokerage and Valuation, Inc. can help me realize the value of my business. 

Name  

1 

Address. 

City. .State. -Zip. 

Bus. Phone . .Home Phone- 

Merrill Lynch clients, please give name and office address of your Financial 

Consultant:  

l_- 5845 

&1989 Merrill Lynch Business Financial Services. Inc 
The above service is offered through Merrill Lynch Business Financial Services. Inc. 

u 

Merrill Lynch 
A tradition of trust. 



Want a 14% current coupon bond for 3 
cents on the dollar? Check FSLlCs walking 
dead. They're not for the faint of heart. 

Zombie bonds 

By Matthew Schifrin 

WHERE THERE'S a carcass, 
there's a vulture. So it's no 
surprise to find the vultures 

circling over the ailing thrift industry. 
Among other morsels they spy below 
is the publicly traded, unsecured debt 
of zombie thrifts selling at bankrupt- 
cy prices. The issuers of these bonds 
are not in bankruptcy or even in de- 
fault. In precarious health they cer- 
tainly are, but they are currently pay- 
ing interest and may continue to do so 
for even a year or so. Meanwhile, 
some can be had for less than the 
value of a single semiannual interest 
payment (see table). 

Take Murray Savings of Dallas. The 
thrift has $30 million outstanding of 
14'/g% notes maturing in 1998. As of 
last September, Murray was insolvent 
and is currently on the Federal Home 
Loan Bank Board's list of 200 thrifts to 
be taken over by the FDIC. Neverthe- 
less, last November, regular as clock- 
work, Murray made its semiannual 
interest payment of $2.1 million to 
bondholders. 

If you care to specu- 
late, you can buy the 
Murray notes today for 
around AVi cents on the 
dollar. Should they 
make their next pay- 
ment on Apr. 1, you 
would nearly double 
your money from inter- 
est alone, not to men- 
tion the price apprecia- 
tion that normally oc- 
curs whenever any 
bond, zombie or other- 
wise, approaches its 
payment date. 

These bonds are so 
cheap because Wall 
Street rightly expects 
them to go into default. 

What makes them interesting is that 
no one knows exactly when the de- 
faults will come. When they do de- 
fault, the notes will almost certainly 
be wiped out because they have no 
claim on the thrift's assets and are 
considered part of its capital. 

"We call these musical chair 
bonds," says Richard Lehmann, presi- 
dent of the Defaulted Bonds Newsletter, 
which recently published a list of 

Beware when the music stops 
Here are eight thrifts and their zombie bonds. Gutsy investors 
could make a killing on interest income alone. 

Thrift/note 

Amount 
outstanding 

($mil) 

Next 
interest 
payment 

Benjamin Franklin Svgs1 (Houston] 15Vg of 97    $40 (une 15 

Commonwealth Svgs1 (Houston) 147/s of 95 25 July 1 

Commonwealth S&L (Fla) 15% of 95 25 May 15 

Gibraltar Svgs (Bev Hills) Vh of 06, I3'/s of 01     200      Apr 10, Sept 1 

Murray Svgs1 (Dallasl 14tt of 98 30 Apr 1 

San Antonio Svgs (Texas) 14V4 of 98 25 July 15 

Santa Barbara Svgs (Calif) 9s of 12, 13-H of 98       75     June 1, May 15 

n Svgs (Phoenix) 15^> of 95 115 June 15 

• rivenl according to KHLBB 
 Souxe Defaulted Bonds Newsletter, Miami Lakes, Fla 

$673 million worth of sick thrift 
bonds still paying interest. "However, 
once the music stops there won't be 
any chairs left in the room." 

Lehmann finds these risky bonds 
interesting because of two factors: the 
small downside risk built into their 
prices, plus the tremendous potential 
gains on interest income alone. Spec- 
ulators further argue that even under 
FDIC management, many of these 
zombie thrifts will be kept open for 
quite a while longer as Congress de- 
liberates over President Bush's recapi- 
talization plans. 

"FDIC conservatorship means busi- 
ness as usual," says Martha Gravlee of 
the FHLBB. "All of their legally bind- 
ing commitments will stay in place." 

One vulture capitalist at Bear, 
Stearns has invested in the bonds not 
merely for interest returns but for any 
gains that might be lurking in eventu- 
al workouts. "If the government goes 
with a hatchet, it could cause a cala- 
mity," he reasons. "There is already a 
run going on in Texas. It's just com- 
mon sense to work these out." 

Listed below are eight desperate 
thrifts and their zombie bonds. All are 
current on interest and all are trading 
at bankruptcy prices. At least three 
lenders are insolvent and on the 
FHLBB'S list of thrifts to go into FDIC- 
administered conservatorship. 

One that most vultures are avoid- 
ing is Houston's Benjamin Franklin 
Savings Association. Its 153/ss, due in 
1997, trade for a penny on the dollar, 
or $10 per $1,000 principal amount, 
and its next interest payment isn't 
until June, by which time it may have 
been shut down altogether. 

Another June coupon payer, $5.7 
billion Western Savings of Phoenix 
($30 million negative net worth), 
looks somewhat more attractive, and 
its recent price reflects that—20 

cents. Scottsdale, Ariz, 
bankruptcy investor 
Seymour Licht likes 
the notes and is betting 
on the fact that the 
thrift's largest mort- 
gage holder doesn't 
have an interest pay- 
ment due until Octo- 
ber, after the publicly 
traded notes pay out in- 
terest. "October is the 
drop-dead date for this 
S&L," says Licht. "If 
they don't pay in June 
there will be a run on 
the thrift." For this and 
the other zombie bonds 
on our list, what is 
there to say but caveat 
speculator. ■ 

Recent price 
per dollar 

(cents) 

It 

40 

21 

AVi 

11 

45 

20 
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Assembly Systems 
That Make Money. 

Assembly is the most difficult of all 
manufacturing processes to automate. 

Successful implementation of automatic 
assembly involves not only the use of 

existing and emerging technology, the 
tools of automation, but also a sympa- 
thy for the available human resources, 
the parts variations and maintenance 

skills found on the factory floor. 

In short, broad experience in assembly 
mechanization is essential for success. 

And profit. 

Bodine is unique in its successful experi- 
ence in automatic assembly throughout 

the world. Bodine machines are now 
operating in Canada, Japan, England, 
Austria, Korea, Germany, Norway, Italy, 

Ireland, Australia, Mexico, Belgium, Puerto 
Rico as well as everywhere in the 

United States. Bodine machines are 
competitive in a world market. 

The scope of our experience is available 
to your company. 

Minn 
ASSEMBLY SYSTEMS 

The Name in Successful Assembly. 



Quietly but tenaciously ADP is taking the 
stock quote market away from Citicorp's 
Quotron. Is Citicorp thinking of selling 
Quotron to an even stronger competitor? 

Rich prospects, 
poor technology 

By Fleming Meeks 

QUOTRON, DESPITE what you'd 
think, is basically technology- 
poor," says George Sacerdote, 

isultant for Arthur D. Little Inc. 
"But it's very rich in its customer 
base." It was that rich customer base 
that induced Citicorp, in 1986, to pay 
$680 million for the stock 
quotation company—an 
extremely rich $8,500 per 
Quotron terminal, more 
than three times the aver- 
age annual revenues the 
terminals generate. 

Did Citicorp overpay? 
So it now appears. Quo- 
tron, which introduced 
the first electronic stock 
quote system in 1960 and 
has dominated the market 
since the mid-Seventies, 
is about to fall hard into 
second place. Automatic 
Data Processing, the well- 
managed Roseland, N.J. 
payroll processor (1988 
revenues, $1.5 billion), is 
in the process of taking 
away Quotron's two big- 
gest customers, Merrill 
Lynch and Shearson Leh- 
man Hutton. 

ADP has provided back- 
office services to broker- 
age houses since 1962. 
Over the past six years the 
company has been quietly insinuating 
itself into the stock quote business. In 
1983 ADP bought GTE Telenet Infor 
mation Services for $23 million. That 
brought ADP 20,000 terminals in bro- 
kerages like Prudential-Bache and 
Alex. Brown & Sons. Three years later 
ADP acquired Bunker Ramo Informa- 
tion Services from Allied-Signal, 
bringing 25,000 more  terminals at 

E.F. Hutton, Dean Witter and dozens 
of regional brokerages. 

By selling off assets unrelated to the 
stock quotation business, ADP was 
thus able to acquire its first 45,000 
terminals at a modest $63 million, or 
just $1,400 per terminal. 

Buying the screens was only the 
beginning for ADP. Quotron hasn't in- 

ADP's Kobert Castile 
Going head-to head with Quotron. 

troduced a new product to the retail 
brokerage market since the Quotron 
1000 in 1984, which provides stock 
quotes and allows some calculations. 
ADP has been investing an estimated 
$50 million on a workstation-based 
quote system that, in addition to de- 
livering stock quotations and other 
data, lets brokers target clients based 
on trading patterns and perform elab- 

orate what-if scenarios. 
In 1986 ADP installed 15,000 micro- 

computer-based workstations at Pru- 
dential-Bache and L.F. Rothschild. 
Last year ADP introduced a second- 
generation workstation—known as FS 
Partner—which is built around IBM 
PS/2S. The FS Partner system expands 
on the earlier workstation product 
and also has the potential to bring in 
quotation information on foreign ex- 
change and fixed-income securities 
from Reuters and Telerate. Says Rob- 
ert Casale, president of ADP'S broker- 
age information services group: "Ev- 
eryone is trying to get to an environ- 
ment where one terminal serves 
multiple purposes." 

Quotron President David Hann de- 
fends his company on the grounds 
that Quotron information—including 
data on foreign exchange rates—can 
be fed into personal computers and 
then be manipulated. But so far there 
have been no takers on the retail lev- 
el. Quotron's workhorse product, the 
five-year-old Quotron 1000, is little 
more than an upgraded version of the 
dumb-terminal system that the com- 
pany introduced 18 years ago. Al- 

junsMardwg though Citicorp's infor- 
mation subsidiary record- 
ed an aftertax loss in 1987 
in connection with the ac- 
quisition, the Quotron 
1000 is highly profitable, 
but only as long as brokers 
keep using it. 

Merrill Lynch has al- 
ready replaced 300 Quo- 
tron terminals with ADP'S 
FS Partner workstations, 
and is about to begin in- 
stalling FS Partners in sev- 
en branches a week. By 
1990 Merrill will have in- 
stalled roughly 20,000 of 
the ADP workstations. 

At Shearson Lehman. 
Hutton, too, Quotron is 
losing out to ADP. After 
Citicorp bought Quotron 
in 1986, Shearson backed 
out of a five-year, $150 
million contract with a 
now defunct Quo- 
tron/AT&T joint ven- 
ture—the venture, in fact, 

headed   by   Casale, was 
who was then an AT&T senior execu- 
tive and a Quotron director. The rea- 
son usually cited for the rupture is 
that Shearson didn't want to depend 
on Citicorp as a supplier of vital infor- 
mation. But Shearson's data process- 
ing chief, Richard Morrison, says, 
"We wanted to go with a standardized 
technology rather than the home- 
grown    technology    Quotron    was 
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Bodine Assembly Systems - 
Experience in 

Applying New Technology 

Your factory floor should be designed to make 
profits, not to experiment with new, unproved 
approaches to factory automation. 

That is why manufacturers industrywide turn 
to Bodine — the world's most experienced builder 
in small parts assembly systems. For over 50 years, 
the Bodine name has meant quality, pre- 
cision and high productivity in automatic 
assembly. 

At Bodine, we feel that staying a 
step ahead of the industry is the way to 
keep up with your needs. The modular    ASSEMBLY SYSTEMS 

Bodins 

construction of The Bodine Assembly System 
guarantees future flexibility - it can accommodate 
minor product changes or new products altogether. 

The systems that we build today combine 
emerging technology with our extensive experience 
in providing successful assembly solutions. 

Let Frank J. Riley or William Bodine 
tell how we might help you. 

Call  the  Bodine  Corporation   - 
The   Name   in   Successful   Assembly. 
P.O. Box 3245, Bridgeport, Conn. 06605 
Tel: 203/334-3107; FAX 203/334-4007. 



It's not just how hard you work. 
Its what you accomplish. 

iwork. Dedication. Sacri- 

elped build many 

suece eaniza+ions. 

New er 

sheer effort may no longer 

produce the results it used to. 

To remain competitive, the 

basic structure must evolve. 

Andersen Consulting is 

skilled in helping companies 
■ 

redefine their fundamental bus-; 

iness processes. By bringing to; 

gether information technology, j 

business acumen and broad 
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idustry experience, we can help 

neate a framework that facili- 

rtes future accomplishment. 

A simplified structure from 

■hich growth is a natural out- 

come. And tangible laboryiefds 

tangible rewards. 

So even though we can't 

make the hard work stop; we 

can make the hard work pay. 

LONSULTINC 
ARTHUR ANDERSEN & 
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using." Whatever the reason, Shear- 
son began a pilot program with 80 of 
ADP'S FS Partner terminals in January, 
and is scheduled to begin installing 
18,000 workstations this month. 

Quotron has won some minor bat- 
tles. It is replacing ADP'S old Bunker 
Ramo system at Kidder, Peabody 
(3,000 terminals) and at A.G. Edwards 
(5,000 terminals). But so far ADP is 
winning the war. In all, over the next 
two years ADP'S FS Partners will proba- 
bly replace some 35,000 Quotron ter- 
minals. That would give ADP more 
than 60% of the market, and reduce 
Quotron's share to around 30%. 

For all its momentum, two factors 
could work against ADP. First, there is 
the problem of bugs in the FS Partner 
technology, ADP is currently about six 
months behind schedule at Merrill 
Lynch, and this is causing many po- 
tential ADP customers to take an 111- 
believe-it-when-I-see-it attitude. Re- 
member that in the early 1980s a joint 
venture between Merrill Lynch and 
IBM to develop a stock quote system 
ate up a reported $100 million before 
it was abandoned in 1986. 

But DuWayne Peterson, Merrill 
Lynch's chief technical officer, says 
he expects FS Partner to survive. De- 
scribing the difference between the 
Quotron systems and FS Partner as 
"night and day," he says: "We don't 
see any technical problems getting in 
our way." Agrees Shearson's Morri- 
son: "There's nothing on the horizon 
that says this won't happen." 

Potentially more dangerous is a re- 
invigorated Quotron. Less than 10% 
of Quotron's business currently 
comes from overseas, and that is 
mostly from U.S.-based customers. 

This room for growth no doubt adds 
to Quotron's attractions in the eyes of 
a suitor. Despite recent denials by 
Citicorp Chairman John Reed, rumors 
keep surfacing that Citicorp wants to 
sell Quotron. One party interested in 
Quotron's 100,000-terminal distribu- 
tion system—perhaps to buy, perhaps 
to do a joint venture—would be Brit- 
ain's aggressive and well-managed 
Reuters Holdings Pic. Reuters already 
has over 170,000 terminals in place 
worldwide to access everything from 
world news to historical databases. In 
the last four years it has bought ten 
information-oriented firms, several of 
which provide databases on commod- 
ities, precious metals and banking. 
And though Reuters dominates the 
equities market in Europe, it has very 
little presence in the U.S. and has so 
far shown no inclination to compete 
for brokerage clients here. 

ADP versus Reuters? Now that 
would be a fight worth > ■ 

76 

How do you turn a low-priced commodity 
chemical into a specialty product? Ask 
Alexander Giacco at Himont. 

Defying the law 
of gravity 

By Alyssa A. Lappen 

GIVEN ENOUGH TIME and de- 
mand, every specialty product 
will eventually become a com- 

modity. This businessman's law of 
gravity has in time lowered profits on 
everything from cars and television 
sets to computers and wall-to-wall 
carpeting. 

But we've found a company that is 

defying gravity in, of all things, that 
most commoditylike of businesses, 
plastics. The company, Himont, Inc., 
a specialty chemical firm formed six 
years ago as a joint venture of Hercu- 
les Inc. and Italy's Montedison SpA, 
has grown from $915 million to $1.7 
billion in revenues, with aftertax prof- 
it margins widening from 8% of sales 
in 1984 to an astounding 22% last 
year. Compare that with the 7.2% 

James LukoskVJB Pictures 

Himont Chairman At Giacco 
Make the versatile even more so, and charge a premium. 
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The best of the polys 

Polypropylene already accounts for nearly 12% of the    an annual rate of more than 10%—twice as fast as any 
world's total plastics market (right), but it is growing at    of the other major plastics (left). 

Worldwide plastic production (index, 1977 = 100] Percentage of 1988 world market 

Polyethylene 30.9% 
57.7 billion pounds 

Polypropylene 11.6"! 
— 21.6 billion pounds 

Polystyrene 8.9% 
— 16.7 billion pounds 

Polyvinyl chloride IPVC) 
31.3 billion pounds 

Otherst 31.9% 
59.6 billion pounds 

77 '82 '86 '88 

* Projection. tEngineering plastics, thermosets and other miscellaneous plastics. 

'92' 

Sources: Himont; industry sources 

median for specialty chemical compa- 
nies last year. Himont's key product? 
Polypropylene, a plastic that virtually 
every industry analyst calls a com- 
modity, and one in which Himont 
controls 20% of the world market. 

Why has Himont chosen to concen- 
trate on polypropylene, and how has 
the company made the bet pay off? 
The answer is simple: Polypropylene 
is the most versatile plastic known to 
man, available to manufacturers in 
hundreds of different grades and at 
prices that span the full range of the 
plastics market. It is used in every- 
thing from carpet fibers and car bump- 
ers to disposable diapers. 

By contrast, the other "polys" of the 
plastics world—polyethylene, polyvi- 
nyl chloride and polystyrene—tend to 
be more expensive to use but have 
many fewer uses. Thus polypropylene 
production, about 22 billion pounds 
last year, is growing at more than 10% 
annually, twice the growth rate of 
other plastics (see chart). 

Himont has capitalized on polypro- 
pylene's versatility by figuring out 
how to improve the commodity in 
ways that no one else can and then 
charging a premium for it—a rare 
trick indeed in the chemical or indeed 
any other business. 

Himont is succeeding because its 
energetic 69-year-old chairman, Alex- 
ander Giacco, was determined from 
the outset that his firm would be a 
first-rate "materials company," not 
simply a maker of cheap plastics. 
Giacco, who as head of Hercules initi- 
ated   the   1983   joint  venture  with 

Montedison that created Himont, 
theorized that customers would al- 
ways pay a premium price for a better 
product. In Montedison Giacco saw a 
company with the technology to im- 
prove polypropylene, and in Hercules 
he had a company with the proven 
marketing expertise to promote the 
improved products effectively. 

Montedison had always been a 
technologically strong company, and 
one of its scientists, Giulio Natta, in 
fact had won the Nobel Prize for the 
1954 invention of polypropylene. In 
the mid-1970s the firm had also pat- 
ented the Spheripol process of making 
polypropylene for up to 20% less per 
pound than any of its rivals could. 

Giacco coveted Montedison's unex- 
ploited idea for making polypropylene 
for less. But its real advantage was in 
making an already versatile material 
even more versatile. Spheripol plastic 
can be stronger, less brittle and more 
flexible than plastic made with the 
conventional processes. 

Since 1983, the silver-haired Giacco 
has turned this superpoly into more 
than 250 new products, plastics that 
go into everthing from tents and sew- 
er pipes to see-through juice bottles 
and VCR tape boxes. When hospital 
supply firms wanted syringes that 
would not turn yellow or disintegrate 
after being sterilized with radiation, 
Himont came up with a plastic that 
could do the job. It now supplies over 
80% of the plastic syringe market. 
Himont has even added an industrial 
design department to help customers 
use its plastics in everything from 

lawnmowers and camping vans to 
high-fashion shoe boxes. 

Now Himont has begun licensing 
its Spheripol process to other poly- 
makers like Hoechst and Aristech. 
Last year Himont earned an estimated 
$40 million aftertax, or 11% of the 
total corporate net income, from sales 
of such licenses and catalysts and roy- 
alty fees. 

But isn't Himont selling the ideas 
that have made it rich? No way, in- 
sists Giacco, who points out that his 
company will soon be introducing an 
even newer production technology— 
its so-called Catalloy process—which 
he hopes will continue to keep it 
ahead of the pack. 

Keeping a premium-priced edge in a 
world of commodity products takes 
plenty of capital spending and re- 
search, and Himont scrimps on nei- 
ther. Since 1983 the company has 
spent $550 million in upgrading its 
facilities, and now it plans to spend an 
additional $1.6 billion by 1993—all of 
it from cash flow—on new advanced 
material plants, research laboratories 
and joint ventures around the globe. 

Despite all this, Himont trades at 
403/4 per share—just seven times esti- 
mated 1989 earnings—about the same 
as the ratios for many other chemical 
companies. Why not more? Wall 
Street fears that Himont's earnings 
could fall sharply if polypropylene 
prices drop. In reality, of course, if 
polypropylene prices do drop, Himont 
will be hurt the least of any company. 
That's the advantage of making better 
products for less. ■ 
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TO FIND OUT V 
THE VOWO 7BO FROK 

YOU HAVE T1 

Inside the Volvo 760 youll find more 
than just leather-trim seats, power win- 
dows, and a high-end stereo system. 

Youll find a level of automotive 
engineering that exceeds that of many 
cars in its class. 

Consider, for instance,Volvos unique 
Multi-link independent rear suspension. 
Unlike conventional systems. Multi-link 
allows each wheel to react individually 

to varying road conditions. The result h 
an exceptionally smooth ride coupled 
with precise road handling. 

Also consider the 760's choice of 
power plants. You can have a highly re- 
sponsive, overhead cam V-6. Or an inteil 
cooled, turbocharged four that can 
rocket the 760 from 0-55 MPH in less 
time than it takes many so-called per- 
formance sedans. 

C 1989 VOLVO NORTH AMERICA CORPORATIOS       CAU TOU FREE FOR YOUR OU.OG OF 1989 VOLVOS  t-800-221 9136 



AT SEPARATES 
(THER LUXURY CARS 
iET INSIDE IT. 

SAFETY CMt 

MliLTI-LINK INPEPENPENT 
REAP *U£PEN^I^N 
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RUMPLE IMt 
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But even more important than 0-55 
; the time it takes to go from 55-0. 
Much is precisely why the 760 comes 
/ith a state-of-the-art anti-lock brak- 
lg system (ABS). With ABS, you can 
ractically stand on the brakes with little 
hance of skidding or losing control. 
>ven on wet surfaces. 

For additional safety, the 760 is 
quipped with a drivers side Supple- 

IIP w 
\          * 

NinL^^X RUMPLE 

s\           PRIVET ^IPE 
\ SUPPLEMENTAL RESTRAINT 
\            SYSTEM 

^LAPSIPLE 
?TEEPW ^7LUIV\N 

Nfr WHEEL *EfWR 

mental Restraint System. And, of course, 
it is replete with all the safety features 
Volvo has long been famous for. 

All of which goes to prove that if 
you're in the market for a luxury car, you 
should look into the Volvo 760. 

After all, no other car in its class 
has such an impressive interior. 

A car you can believe in. 



The Up & Comers 

Stars 

Down by the railway tracks, not far from 
George Bush's place in Kennebunkport, is 
toothpaste and deodorant entrepreneur 
Tom Chappell, the founder and president 
of fast-growing Toms of Maine. 

Hearts, minds 
and market share 

By Laura Jereski 

T|HREE TIMES A DAY a passing 
freight train shakes the reno- 

vated railway depot outside Ken- 
nebunk, Me. that serves as headquar- 
ters for Thomas Chappell's company. 

But Chappell, his mind on bigger 
things, doesn't notice. Can his Tom's 
of Maine all-natural toothpaste and 
deodorant company survive against 
the marketing muscle power of 
Procter & Gamble, Colgate-Palmolive 
and Unilever? 

' JD f & I 

Tom founders of Tom's of Manic Miclut-I Cirroll 

Board, meeting % began with Martin Buber's "/ and Thou 

Whatever his fate in the toothpaste 
game, this is just the life Tom Chap- 
pell, now 46, and his wife, Kate, hoped 
for back in 1968. A native of Pitts- 
field, Mass., Chappell graduated with 
a B.A. in English from Hartford's Trin- 
ity College in 1966, and got a job 
selling insurance for Aetna Life. But 
something was missing. "I grew up in 
a family where venturing was nor- 
mal," says Chappell, "and I needed a 
more creative environment than a 
large corporation has to offer." 

The Chappells moved to Kenne- 
bunk, where Tom's father, a textile 
manufacturer, was setting up a new 
business. There, with the help of sev- 
eral friends, Tom and Kate began de- 
veloping a line including deodorants 
and toothpastes made from all-natu- 
ral ingredients—coriander-based de- 
odorant, for example, and toothpaste 
made from real spearmint. In their 
spare time Tom and Kate started an 
alternative elementary school. Three 
of the couple's five children attended. 

By 1982 Tom's of Maine was a 
folksy success. It was earning a little 
money on annual sales of about $1.5 
million, booked almost entirely in 
health food stores. Unfortunately, 
however, the company had saturated 
the health store market and growth in 
sales had slowed. If Chappell wanted 
to grow, he would have to expand into 
mass market outlets, even if that 
meant taking on the huge consumer 
products companies. 

Chappell knew drug chains like cvs 
and Walgreen's were scouting for new 
products for health-conscious con- 
sumers. "But I didn't like the way the 
chains created their health product 
sections," he says. "I wanted Tom's 
on the shelf next to Crest and Colgate, 
competing as a natural alternative." 

To earn that right, Chappell under- 
stood that he needed a more profes- 
sional organization. To his board of 
directors he added Colin Blaydon, 
dean of Dartmouth's Amos Tuck 
School of Business, and John Rock- 
well, a senior vice president at consul- 
tant Booz, Allen & Hamilton. At their 
encouragement, he has brought in 
some professional managers, includ- 
ing Marketing Vice President John El- 
dredge, a veteran of General Mills, 
who knows the ways of his big com- 
petitors. This has added hefty salary 
costs—about $100,000 for each of 
Chappell's three full-time vice presi- 
dents—but the results thus far have 
been worth the cost. 

Impressed by Chappell's serious ap- 
proach to business and by his success 
in health food stores, the 760-outlet 
cvs drug chain agreed to stock Chap- 
pell's   products   next   to   big-name 
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brands. Other chains followed. None 
has had reason to regret the decision. 
In Maine, where Tom's has been ad- 
vertising the longest, its toothpaste, 
with just over 5% of the market, has 
just displaced Unilever's Aim as the 
number four brand. Nationally, 
Tom's is the top all-natural line. 

Tom's of Maine's sales are now in 
excess of $8 million, on which the 
company will earn around $350,000 
aftertax. Remember, however, that 
like many successful entrepreneurs, 
Chappell went into business for rea- 
sons other than money. "The busi- 
ness," he says firmly, "is for the pur- 
suit of goodness." This year, for exam- 
ple, the company will give 7.5% of its 
aftertax profits to charities. 

Two years ago, in the midst of roll- 
ing the Tom's of Maine brand out to 
stores from Boston to Washington, 
Chappell took a big step toward 
achieving another personal goal. He 
decided to pursue a longtime desire to 
go to divinity school. Chappell, a de- 
vout Episcopalian, now commutes 
some 200 miles to the Harvard Divin- 
ity School in Cambridge, Mass., 
where he spends three days a week. 
"Several of us were anxious," says 
Blaydon, the director, of Chappell's 
decision. "I wasn't quite sure what to 
expect—divine intervention per- 
haps?" No, but Chappell's education- 

al pursuit has led to some interesting 
times around the office. Last sum- 
mer's board meeting, for example, be- 
gan with a discussion of Martin Bu- 
yer's / and Thou, hosted by the noted 
theologian Richard Niebuhr, one of 
Chappell's divinity school professors. 

But Chappell remains very much in 
this world. To convince the big chains 
that Tom's of Maine will be a strong 

"J wanted Tom's on the 
shelf next to Crest and 
Colgate, competing as a 
natural alternative." 

brand, he has been spending heavily, 
relative to his size, on advertising. 
This year Tom's advertising budget 
will come to SI.25 million, about the 
same percentage of sales that Colgate 
spends, though a pittance compared 
with Colgate's dollar spending. 

"Most specialized brands have a 
high cost of goods," says Chappell. 
"But they price competitively and 
don't have much money for advertis- 
ing and marketing." Not so for Tom's 
of Maine. To fund this budget, Chap- 
pell has kept his prices to stores as 
much as 25% higher than mass mar- 
ket brands. His products can retail for 
50% more than those of leading con- 
sumer   products   companies.   A   3- 

ounce tube of Tom's all-natural 
toothpaste, for example, runs to 
$2.39, compared with about $1.65 for 
a 4.6-ounce tube of Colgate or Crest. 
Tom's 2.3-ounce coriander deodorant 
stick costs $3.19, compared with 
prices between $1.49 and $2.49 for 2- 
ounce sticks of brands like Ban or 
Sure. Chappell agrees that his pricing 
policy has "strained relations" with 
store managers and customers. But it 
seems to be paying off. With Tom's 
gaining share in its markets, and with 
advertising support growing, the 
chains are eager to sell the brand. 

Chappell says he wants to keep roll- 
ing his brand into the hip, urban mar- 
kets where potential customers are 
concentrated. Last month radio adver- 
tising began in the New York area, 
where the brand has been in Path- 
mark and Duane Reade for three 
years. Chappell plans to advertise in 
the New York Times this spring. His 
toothpaste already has a 1% market 
share in San Francisco. 

If Tom's of Maine does as well in 
Boston, New York, Washington and 
San Francisco as it has in Portland, 
Me., Chappell says, it could become a 
$50 million company. And that 
would have its own rewards. "The 
business," emphasizes the divinity 
student, "has to be a financial success 
as well as a social success." ■ 



The Up & Comers 

On the Margin 

If you re interested in acquiring a fran- 
chise, first check out how the franchiser's 
own stores are doing. The case ofAutoSpa 
shows what can happen if you dont. 

Lube job, anyone? 

By Dana Wechsler 

To TWIST THE words of H.L. Mencken: 
No one ever lost money by underesti- 
mating the intelligence of a potential 
franchisee. 

The warning may be particularly 

apt in the case of AutoSpa Corp., of 
Great Neck, N.Y. It's a player in the 
rapidly growing $1.2 billion (retail 
sales) quick oil change business. At its 
outlets, men in coveralls pop the 
hood, check the fluids, change the oil, 
check the tires and even vacuum the 

interior, all in ten minutes or less. 
There's coffee while you wait. The 
average bill: $28. Thanks to its rapidly 
growing number of franchises and— 
until recently—market value, Venture 
and other publications have been 
touting the company. 

No surprise, then, that franchisees 
have been beating a path to the door of 
Benjamin Zitron, the Yale graduate 
(B.A., '60) who is AutoSpa's charis- 
matic chairman. Zitron, now 52, 
opened AutoSpa's first store in 1981. 
The company now owns 30 stores and 
has sold franchises for 625 units. Zi- 
tron, who drew $150,000 in compen- 
sation last year, claims 165 franchisee 
stores are currently operating—but 
there is reason to believe the company 
is really running on empty. 

A former employee says that an 
analysis by a consultant to AutoSpa 
showed the company-owned stores 
were bleeding cash at the rate of 
$250,000 a month as of last spring. 
Zitron attributes losses to heavy 
startup costs and denies other allega- 
tions that his company is in poor fi- 
nancial health. The company has ran- 
kled the SEC by being chronically late 
in filing financial reports. For the nine 
months ending March 1988, AutoSpa 
reported profits of $748,000 on com- 
pany revenues of $6.2 million, exclud- 
ing sales its franchises booked. Now 
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citing accounting "complexities," 
AutoSpa is looking for a new account- 
ing firm. 

Zitron, to be sure, isn't the only one 
in the quick-lube business with prob- 
lems. Such shops make good money 
as a rule only when they serve over 50 
cars a day. Reaching that volume can 
take three years. Jiffy Lube Interna- 
tional, the biggest chain, formed a 
partnership with Pennzoil to gain ac- 
cess to more capital, and even so is in 
default on $120 million m long-term 
debt. Minit-Lube, the number two 
firm, sold out to Quaker State in 1985. 

Well-capitalized companies are be- 
ginning to move in. Avis Lube has 45 
stores in eight states, and Exxon has 
opened 2 test stores in Tennessee. In- 
siders say Avis inquired about buying 
AutoSpa in February, but that so far 
Zitron has said no. 

In short, AutoSpa needs a master 
hand at the wheel. Former employees, 
some of whom probably have axes to 
grind and all of whom insisted on 
anonymity, say harsh things—that 
his payroll checks have been bounc- 
ing, that he commingled franchisee 
advertising funds, that his payments 
to suppliers are often so late that 
some, including Pennzoil, have sued, 
and even that he had his $1 million 
Southampton beach house painted 
five times at company expense. 

Perhaps the most serious allega- 
tions focus on his treatment of fran- 
chisees. Aspiring franchisees pay de- 
posits of $7,500 apiece; AutoSpa has 
one year to return these deposits, 
without interest. AutoSpa insiders 
say that at any given time Zitron has 
100 to 150 application fees in hand, 
for up to an effective $1.1 million 
interest-free loan. Deposits often go 
unretumed until there are threats of 
legal action. According to former em- 
ployees, one irate prospective franchi- 
see got tired of waiting and threatened 
to storm the AutoSpa office with a 
baseball bat. The vice president of 
franchising fled his office in fear. 

Former employees also say the 
company's cash account dropped 
from $6 million a year ago to around 
$300,000 by the end of December. Zit- 
ron, meanwhile, until recently insist- 
ed upon signing every check, and on 
receiving all of the bills. His chauffeur 
was often seen lugging hefty bags of 
mail into and out of his car. 

AutoSpa's prob'ems are not making 
life easy for its franchisees. Those m 
New lersey are preparing to launch a 
suit claiming, among other things, 
that their rent bills go unpaid 

Whatever his talents in running a 
business, Zitron has clearly eni 
success at raising m >ney. He raised 
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AutoSpa's Benjamin Zitron 
Running on empty? 

$3.1 million when he took AutoSpa 
public in 1985. Investors who stayed 
with it had a giddy ride for a while. 
The stock climbed from 1 Vs in 1985 to 
a high of 7 in mid-1987. 

Behind that rise were seemingly 
impressive numbers. As franchisees' 
fees poured in, Zitron booked them as 

revenues. Zitron claims revenues sys- 
temwide are now $60 million. 

In August 1987 Zitron raised $4 
million in debt for a subsidiary, Auto- 
Spa AutoMalls. He took the subsid- 
iary public last year, raising $3 mil- 
lion in equity. AutoMalls' concept is 
to develop malls where car care ser- 
vices—quick oil change centers, tune- 
up centers, car washes and the like— 
would cluster. Today Zitron says the 
company operates 12 malls in the 
Northeast and in Florida. 

But in February AutoSpa and Auto- 
Malls voluntarily delisted their stock 
from Nasdaq, where AutoSpa shares 
recently traded at less than $1, and 
AutoMalls at 1%. Among the inves- 
tors whose stock collapsed were 
Bankers Trust and Swiss Bank Corp. 
Swiss Bank still owns an 11% stake. 

With an infusion of cash and better 
management on board, all may not be 
lost. "With or without Mr. Zitron, 
this thing is going to go on," insists 
Eric Emanuel, an investment banker 
whose firm has a big position in Auto- 
Malls. "It's a great idea, it just might 
not be the right guy at the helm." 

But getting rid of Zitron won't be 
easy. He still owns 20% of the stock. 

Lube job, anyone? ■ 

The Up & Comers 

Lessons 

Walter Shulz' Shannon Boat Co. made 
wonderful sailboats and thought it could 
repeat the success in powerboats. That, it 
turns out, was a fatal mistake. 

All that floats 
is not equal 

By Christie Brown 

ONLY THREE YEARS AGO Walter Shulz 
of Bristol, R.I. had a thnving $4.5- 
million-a-year business building cus- 
tom sailboats. Then he got into pow- 
erboats. Today, at 44, he operates un- 
der federal bankruptcy protection 
from his creditors. 

Shulz, like "iany small business en- 

trepreneurs, got into his business not 
because he thought he would make a 
fortune at it but because he loved the 
product. He had a degree in fine arts 
and had spent three years as a copy- 
writer at an advertising agency. But 
what Shulz liked best was hanging 
around boatyards in his native 
Edgewater, N.J. If it floated, Shulz 
worked on it, getting to know the 
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Eventually, Stevie looked up: His mother 
was nowhere in sight, and this was certainly 

no longer the toy department. 

Overseas, Federal and 
UPS are just babes in the woods 

Just a few years ago, Federal Express and 
UPS couriers had never set foot on foreign 
soil. Now, they're trying to act as if shipping 
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ering packages all over the world for 20 
years, mastering the intricacies of Cus- 
toms, languages, time zones and rout- 
ing. Little wonder we offer faster service 

to more of the world than any of our compet- 
itors. In fact, DHL serves more than 180 
countries in all. 
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design techniques and construction 
details that separated a well-made 
yacht from a tub. 

In 1975, at the age of 31, Shulz took 
$17,000 of his own, borrowed $50,000 
more, interest-free, from a wealthy 
friend, and set out to build a custom 
sailboat on spec. Nine months later 
the money was gone, but in its place 
was the first of what would eventual- 
ly become 210 fiberglass, teak- 
trimmed Shannon sailboats. 

Shulz sold that first boat, a 38-foot 
ketch, for its cost, $67,000, and went 
to work filling orders for three more. 
Sensing he had a winner, Shulz paid 
off the $50,000 loan to his friend. He 
then invited the same friend and two 
others to kick in what later became 
$107,000 in equity capital 
for three-fourths of the 
business. 

By 1978, with the oil 
crisis in full flower, pow- 
erboats were out and sail- 
boats were in. Shulz' com- 
pany had 60 employees, 
owned $250,000 worth of 
real estate that included a 
12,000-square-foot build- 
ing on 2Vi acres in Bristol, 
and was solidly profitable. 
Encouraged, Shulz ex- 
tended his line to include 
a 28-foot semicustom cut- 
ter and a 50-footer, either 
cutter- or ketch-rigged. By 
1984, 150 Shannons were 
charting courses from Ber- 
muda to Australia, and, 
says Shulz, "people were 
asking for my autograph." 
He bought out his part- 
ners in the company, 
which was netting 
$133,000, aftertax, on 
sales of $4 million. 

It was about this time 
that the troubles began.      
By 1983 the strong U.S. dollar was 
bringing European boatbuilders into 
the U.S. market. Within two years 
builders like Shannon began to see 
margins erode as big, well-capitalized 
firms like France's Beneteau and Jean- 
neau S.A. won market share with 
their less expensive boats. To stay in 
the game, Shannon had to begin tak- 
ing trade-ins on older vessels just to 
persuade customers to trade up. 

:' profits vanished: In 1986 Shan- 
non lost $400,000. 

To keei ".pany afloat, Shulz 
had non's debt dou- 
bled L986. Howev- 
er, debt ting, 
bamarLi 
sheet over thi Tie       . ,ig 
cant loan ha . ow. 

of $850,000 from Fleet National Bank 
of Providence. That loan was followed 
by $2.3 million more in borrowings, 
this time from People's Bank of Rhode 
Island. By 1986 the company had a 
debt-to-equity ratio of 2.5-to-l, and 
monthly interest charges alone were 
running at $59,000. Shulz needed an- 
other $75,000 per month in operating 
income to cover payroll, real estate 
taxes, administrative expenses and 
other overhead. 

Then Shulz saw what appeared to 
be his chance to save Shannon—the 
collapsing price of oil, which was 
breathing new life into the near-dead 
powerboat business. Shulz decided to 
get into powerboat production. 

What Shulz was now about to dis- 

Shannon Boat Co. 's Walter Shulz 
Losing power. 

cover was just how different the mar- 
kets for two products—in this case 
the worlds of power- and sailboat 
building—can be. As a builder of se- 
micustom sailboats, he had been used 
to spending at least six months build- 
ing each vessel, all the while receiving 
installment payments from his cus- 
tomers as the work progressed. And 
his sailboats were sold primarily by 
word of mouth, which meant virtual- 
ly no advertising overhead and no 
dealer network. 

By contrast, a production power- 
boat operation is much more capital- 
intensive—and risky. In powerboat 
production, Shannon would get only 

0% down, the rest upon delivery. 
i lckiest of all, a dealer network had 

set up and provided with inven- 

tory. Shulz had neither time nor mon- 
ey to court dealers, though he did se- 
cure one good dealer on Cape Cod. 

In 1987 Shannon introduced a 28- 
foot powerboat, priced at $82,000. In 
Shannon tradition, she was a good- 
looking, well-built boat. But her num- 
bers were all wrong. Shulz had esti- 
mated his powerboat operation's 
startup costs at $300,000. They came 
to over $700,000. Meanwhile, to es- 
tablish the boat with his dealer, he 
had lowballed retail prices so steeply 
that he wound up losing 10% on every 
boat he shipped. To top it off, the new 
line proved such a hit with customers 
that within a month he had 12 orders 
instead of the 6 that he was geared to 
deliver. By the end of 1987 his losses 

AceyHa,per had widened to $1.4 mil- 
lion on sales of $4.4 mil- 
lion, and his major credi- 
tor, People's Bank, began 
pressuring him to find in- 
vestors and bring in fresh 
capital. 

Fighting for time, Shulz 
cut back on sailboat pro- 
duction man-hours, in- 
creased powerboat prices, 
laid off nearly half his 
workers and in June 1988 
sold $1.2 million worth of 
boatyard real estate. The 
proceeds of the sale went 
to reduce debt. 

The action was brave 
but futile. For the first 
nine months of 1988 the 
company showed an oper- 
ating profit of just 
$11,000, on sales of $3.3 
million. Shannon by now 
was chronically late in its 
loan payments, and Peo- 
ple's Bank had grown im- 
patient. When an investor 
group headed by a Shan- 
non boat owner turned up 

last November offering to buy out the 
Shannon debt for 40 cents on the dol- 
lar, People's shut off Shannon's credit 
and threatened to foreclose. One 
week later Shulz filed for Chapter 11 
bankruptcy protection to keep operat- 
ing. Production is proceeding on five 
Shannon sailboats while Shulz stalks 
waterfronts and boat shows looking 
for a backer or a buyer. 

"I could have saved the company 
with either sailboats or powerboats, 
but I couldn't do it with both," says 
Shulz. "I violated every rule in the 
book. It's not that I ignored them, I 
just never got around to addressing 
them." It was a hard, but effective, 
way to learn that every product has its 
unique characteristics and requires its 
own special understanding. ■ 
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"For us, Europe 1992 came in 1964." 

Ken Seward, Senior Vice President & Director, 
on insurance in a unified European market: 

When the Common Market's trade barriers 
fall in 1992, it will create the world's single 
richest market. 

This is spurring a lot of changes in both 
European and U.S. business thinking. It can't 
be business as usual anymore. 

We had a strong sense of that in Brussels 
25 years ago when we organized the original 
group of seven insurance brokers that later 

became UNISON. 
J&H envisioned a Europe-wide network of the 

best insurance broker in each country working 
together as a unit. 

Today with members in every Common 
Market country, UNISON offers coordinated 
services throughout Europe. The network is 
serving two-thirds of the 100 largest U.S. 
multinationals and more than a third of Europe's 
top multinationals. 

And we still have three years to go till 1992. 
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After some painful surgery, Transcanada 
will be transformed into a pure pipeline 
company, at a time when its growth pros- 
pects are unusuully bright. 

Back from 
the dead 

By James Cook 

IITTLE MORE THAN a year ago, To- 
_ ronto's giant Transcanada Pipe- 
I lines was practically flat on its 

back. Demand for natural gas was 
down, and so were prices. Transcana- 
da's earnings, which had dropped 
from 1985's record C$278 million to 
C$160 million in 1987, wound up 
even lower in 1988—to a mere 
C$144.5 million if you ignored the 
operations that the company decided 
to discontinue, to a C$8.6 million loss 
if you didn't. 

Even as he was reporting the bad 
news last year, however, Transcana- 
da's trim, austere boss, 60-year-old 
Gerald J. Maier, was anything but de- 
pressed. Transcanada's basic natural 
gas market had come roaring back 
from the dead, and the company's 
prospects were much brighter than 
they had been in nearly a decade. Re- 
ported earnings in 1988 would be pun- 
ished by troubles in oil and a raft of 
writeoffs, but Maier knew the mean- 
ing of the strength in natural gas: 
"Our three years' earnings decline is 
over." 

American opportunity 
Canada's national natural gas pipeline is the 6,572 mile Transcanada 
system linking the Alberta gas fields with the industrial east. But the 
company's big growth prospect these days isn't Canada, but the booming 
U.S. market, which Transcanada is reaching out to at various border 
points and through various affiliated lines to the south. 
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The turnaround was unmistakable. 
After slipping nearly 5% between 
1985 and 1987, the company's natural 
gas throughput was up 17% last year, 
while exports to the U.S.—roughly 
25% of that volume—were up 71%. 

What happened shows how quickly 
the demand-supply equation can shift 
in today's energy market. With gas 
supplies beginning to tighten in the 
past year or so, U.S. gas utilities had 
begun looking for long-term contracts 
again. When U.S. producers weren't 
forthcoming, the utilities turned 
northward to Canada for supplies. 
The resulting "bull market in gas," as 
Maier describes it, amounts to an im- 
pending bonanza for Transcanada's 
pipeline. 

U.S. utilities may not necessarily 
buy their gas from Transcanada, 
which has 40% of Alberta's reserves 
under contract. From whomever they 
buy it, however, they have no choice 
but to move it to market over Trans- 
canada's system. Transcanada has a 
virtual monopoly on long-distance 
gas transport in Canada, and there is 
no competitor in sight. "The country 
can afford only one pipeline," Maier 
says firmly. 

Transcanada's pipeline has been 
running at full capacity for over a year 
now. Firm demand is now so brisk 
that Maier has begun expanding the 
system again. Last year he laid out 
C$126 million, the first time in five 
years that spending has exceeded de- 
preciation. He'll spend C$650 million 
this year expanding his capacity 
mainly in Ontario, C$652 million 
next year mainly in Manitoba and 
Saskatchewan. 

In the U.S., Transcanada's 50%- 
owned Great Lakes affiliate has a 
$642 million expansion in the works, 
while 30%-owned Northern Border 
pipeline is planning a $534 million 
line extension to Tuscola, 111. Overall, 
Maier expects to lay out C$2.5 billion 
over the next four or five years. That 
investment will increase Transcana- 
da's capacity by nearly 350 billion cu- 
bic feet a year, or 26%. Says Maier: 
"The growth opportunity will be 
greater than at any time since con- 
struction first started more than 30 
years ago." 

Over 80% of Transcanada's new ca- 
pacity will be committed to the U.S. 
market, to long-standing customers at 
various interconnections along the 
border and to two new pipelines (not 
yet finally approved by the Federal 
Energy Regulatory Commission) 
scheduled for operation in 1991—the 
Champlain pipeline, running to the 
Boston area, and the Iroquois pipeline, 
running into New York. The nearly 
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Transcanada Pipeline President Gerald J. Maier 
Gearing up for the biggest opportunity in 30 years. 

330 billion cubic feet a year that the 
two pipelines will require amounts to 
a mere 1.8% or so of the vast U.S. 
market, but for Transcanada it 
amounts to 33% of the company's 
total domestic demand. 

Blame Transcanada's dismal earn- 
ings last year on the company's oil 
and gas operations. Oil prices were 
off, and Transcanada sold its U.S. op- 
erations at a loss. It also acquired a 
new Canadian oil and gas outfit at the 
cost of large writeoffs, so the overall 
losses mounted. 

Transcanada got into oil and gas a 
decade ago in partnership with Dome 
Petroleum. Dome controlled Trans- 
canada in those days and managed the 
company's joint oil and gas business, 
an arrangement that no longer made 
sense once Dome had sold its control- 
ling interest in 1983 to BCE Inc. (for- 
merly Bell Canada Enterprises), 
which now has 49.1%. 

Which is what ultimately brought 
Gerald Maier, a 35-year veteran of the 
oil industry, to the company three 
years ago. BCE wanted the company's 
oil and gas operations thoroughly 
overhauled, so Maier set about trying 
to build a major resource position for 

the company. After failing to acquire 
either Hiram Walker or Dome Petro- 
leum, he wound up acquiring Encor 
Energy, a Dome affiliate that over- 
lapped some of Transcanada's oil and 
gas properties, and so moved Trans- 
canada into 12th place among Cana- 
da's oil and gas producers. Maier set 
about integrating Encor with its own 
oil and gas operations and assembled 
the technical and management skills 
that would enable Encor to stand on 
its own. 

It's been tough. The original idea 
was to spin off Encor as a public com- 
pany, with Transcanada retaining a 
45% to 65% interest. But Transcan- 
ada had diluted its equity by 15%, or 
18.9 million shares, to pay for the 
acquisition of Encor, then cut its 
quarterly dividend from C$0.28 to 
C$0.17 a share, and saw its common 
lose a third of its value. That might 
not have been so worrisome except, 
ironically, for the resurgence in de- 
mand for natural gas. To cash in on 
that, Transcanada was going to need 
to raise new capital, and the market's 
dim view of the merged company 
made that more difficult. 

And so, early this year, Transcan- 

ada proposed spinning off the oil and 
gas business. As Maier saw it, the two 
companies were almost certain to be 
worth more apart than they were to- 
gether. The spinoff, scheduled to take 
place in May, will cost Transcanada 
C$1.2 billion in assets, C$200 million 
in sales, maybe C$22 million in oper- 
ating profits, and its stake in what 
Maier considers an exciting explora- 
tion and production company. But it 
will also transform Transcanada into 
a pure pipeline company, at a time 
when its growth prospects are unusu- 
ally bright. 

"Our mainline is our earnings en- 
gine," says Maier. "It continues to 
operate on a regulated rate of return 
basis, so earnings growth is largely a 
function of expansion of the asset 
base." And he adds: "Our rate base— 
now C$2.5 billion—could well double 
within four or five years, and if you 
double the rate base, that should 
equate to a doubling in earnings, more 
or less." Doubling, that is, the pro 
forma 90 cents a share Transcanada 
earned on its gas pipeline business 
last year. Says Maier: "We've got an 
exciting company and an exciting five 
years ahead of us." ■ 
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Are the imaginative oilmen at British Pe- 
troleum smoothing the way for a take- 
over—perhaps of Unocal or Chevron? 

British royalty 

By Toni Mack 

ALMOST   NOBODY    NOTICED    last 
month   when   British   Petro- 

bleum,  the $46 billion (1988 
revenues) London-based oil giant, qui- 
etly sold part of the profits from a 
slice of its Prudhoe Bay production, BP 
created a royalty trust that will pay 
investors 10.3% of a figure based on 
the price of West Texas Inter- 
mediate  crude,   less  certain 
costs, applied to 90,000 bar- 
rels a day of BP'S 655,000-bar- 
rel-a-day production from the 
immense Alaskan field. In a 
private   placement,    institu- 
tional   investors   ponied   up 
$334 million for the 13.4 mil- 
lion royalty trust units, BP is 
now  trying  to  register  the 
units with the Securities & 
Exchange    Commission    to 
make them publicly tradable. 
Sources say that BP may ulti- 
mately push the total sale to 
$500 million worth of units. 

What's behind all this? 
Nothing official has come 
from the company since the 
sale, but a little knowledge- 
able speculation can't hurt. 

Consider   that   this   new 
trust creates a nifty,  useful 
precedent. With this device 
British Petroleum has proved 
that its imaginative financiers 
can  tum  future  production 

cash without losing 
ryes. The 
A royalty 

l 1^ cov- 

be part of a financing package traded 
for outstanding shares of another 
company. And either could aid in a 
large acquisition, perhaps of the West 
Coast refining and marketing assets 
that BP is known to be seeking—the 
acquisition, possibly, of Unocal or 
Chevron. 

The bulk of BP'S 851,000-barrel-a- 
day U.S. oil production is from Prud- 

Chas B Slackman 

Prud: 

WOuld 
like $! i 
the trubt uu 
vestor accer- 

hoe Bay. But its U.S. refining and mar- 
keting system, the old Standard Oil of 
Ohio, is concentrated east of the Mis- 
sissippi. Transporting BP'S Prudhoe 
Bay crude over the Rocky Mountains 
east to its refining and marketing sys- 
tem is impractical. So BP covets 
downstream assets in the large and 
fast-growing West Coast market. 
That's why it paid $152.5 million last 
year for Mobil's Ferndale, Wash, refin- 
ery and swapped about 330 BP service 
stations in the East for some 240 Mo- 
bil stations in the Northwest. 

Would-be matchmakers point out 
that Unocal and Chevron both have 
refining and marketing systems con- 
centrated on the West Coast. Unocal 
recently sold a half-interest in its mid- 
westem downstream assets to Vene- 
zuela, but its West Coast operations 
are intact. Chevron, of course, is the 
far bigger bite, with a market capital- 
ization of $18 billion to Unocal's $5 
billion before any takeover premium. 
But Chevron also owns 50% of the 
highly valuable Caltex exploration, 
refining and marketing outfit in the 
Far East, an area where BP'S presence 
isn't nearly so extensive. 

Two points of caution, though: 
First, reducing debt is clearly 
a near-term company priority, 
and the royalty trust cash will 
help, BP is spending $4.1 bil- 
lion, an estimated $3.4 billion 
of it borrowed from banks— 
which the company refuses to 
identify—to buy back more 
than half of the 21.6% stake 
that Kuwait holds in BP. The 
purchase will push BP'S debt 
from 37% of total capital to 
about 52%. BP is also selling 
its international minerals 
company for $4.1 billion; pro- 
ceeds will go to pay debt back 
down to about 42% of capital. 
BP would probably like to 
whittle that figure down an- 
other 7% or so, which may 
take until sometime next 
year, before it takes on anoth- 
er large acquisition. 

Second, the company is an 
assiduous bargain hunter. 
Which means BP is likely to 
wait until its target's stock is 
depressed, perhaps in re- 
sponse to lower oil prices, be- 
fore it pounces on an Ameri- 
can company. 

With these caveats in 
mind—and knowing that the 
agile minds at British Petro- 
leum tend to be unpredict- 
able—it's entirely plausible 
we're seeing an early salvo in 
another British invasion. ■ 
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Once again, 
we're about to place 

the future right 
in your lap. 

. 
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At NEC, we've seen the future. And it measures 

precisely 8.3" x 11.75" x 1.4". Introducing the UltraLite." 

The lightest, thinnest, full-function laptop computer. 

Weighing in at 4.4 lbs., it boldly goes where no laptop 

has gone before: right in your briefcase. 

Of course, the true measure of a laptop is not just its 

width and length. Equally important is its depth. 

With a 10MHz NEC V-30 processor, the UltraLite has 

90% of the power of the original IBM AT. Plus a main 

memory of 640K, a full-size industry standard keyboard, 

and built-in Microsoft DOS Manager and Lap-Link 

software. It also has a large, bright backlit screen that 

supports both text and graphics. 

For storage, it has an innovative one or two megabyte 

silicon hard disk, which provides access to data several 

times faster than a conventional hard disk. 

And what's more, there's also a slot for NEC's unique 

high-speed ROM cards which give you the opportunity 

to increase your storage capacity. Each ROM card con- 

tains a popular software program, yet it's about the 

size of a credit card. 

Impressed? So was PC Magazine, which just named the 

UltraLite "Portable Computer of the Year for Technical 

Excellence." See your NEC dealer for a demonstration. 

You'll agree, when it comes to laptops, there's never 

been anything   ^ftQ   UltraLite" 
quite as big. 

Wherever 
you can 
put this 
magazine, 
you can 
now put a 
computer. 

Microsoft and DOS Manager are registered trademarks of the Microsoft Corp. Lap-Link is a registered trademark of Traveling Software, Inc. 



Introducing the laptop compile 

The ProSpeed 286 
Expansion Station 

gives you the flexibility 
and expandability of 

a high-performance 
desktop computer. 

Problems, problems, problems. 

Computers were designed to solve them. 

But sometimes they've been known to 

cause a few of their own. Example: You 

just purchased a laptop. At first, every- 

thing seems fine. But 

soon you want to expand 

your data base. Use more 

sophisticated 

software. Link-up to local area 

networks. When you realize you 

can't, you begin to ask yourself: 

Where's the power? 

Where's the expandability? 

Where's the receipt? 

Introducing an end to all your problems. 

The ProSpeed" 286, from NEC. Weighing 

under 15 lbs., the ProSpeed 286 is surpris- 

ingly light. But in other areas, it's a real 

heavyweight. Like expandability, connectivity 

and speed. In fact, it offers the full func- 

tionality 

of a 

high- 

performance desktop. The 

ProSpeed comes equipped 

with one megabyte of 

memory that's 

expandable to five. 

And, it comes with eithe 

20 or 40 megabyte hard 

drives. There's even an advance( 

model that provides a high-spe 

100 megabyte drive for 

special applications. 

As for its display, it 

clears up a very seriou: 

problem: clarity. NEC's 

Monograph" CTN scree 

gives you crisp, backlit 

images that provide 

CRT quality with VGA 

resolution. 

For power-hungry executives, the 

ProSpeed 286 is powered by a CMOS 80286 

processor running 

at 16MHz. Meaning 

it's fully capable of 

The ProSpeed 286 
screen is so clear and 
crisp you can even 
display multiple 
windows. 



at solves problems others can't. 

^ 
** 

\<v? ,10? 
<H ovnd. 

try 

such as 

Microsoft 
I 

Excel. And then 

there's the ever- 

expanding problem of 

expansion, for which NEC has 

developed a unique solution 

called an Expansion 

•y1''    Station?1 It's an innovative 

system that includes four stan- 

dard slots, one standard 

drive bay, a power supply 

and permanent con- 

nections for both 

The ProSpeed 286 
features a full- 
Junction keyboard 
with standard 

printer and serial devices, spacing. 

handling 

the most demand 

ing DOS applications 

Not to mention OS/2 Presentation 

Admittedly, 

there's one problem we 

can't solve. Whether to use 

f and Microsoft /-»*-» n 
Excel^reg-     the ProSpeed 286 as a laptop 

istered trade- * * * 
marks of the 

Jicrosoft Corp. 

^'on„te™lt„.i    or desktop? 
Business Machines 

Corp.WordPerfect is a 

iCTKSSSS'SSte    That's one you'll just have to 
a registered trademark of 
land International. 

Micrografx is a trademark of . i   i        „ \ c Mirr<«£fx.inc. tackle yourself. 

Manager and Windows applications 
NEC ProSpeed™286 

ProSpeed, Monograph and Expansion Station are trademarks of NEC Home Electronics (USA) Inc. 



In order to make the ultimate desktop con 

Snap the ProSpeed 
386 into Ike Docking 

Station, and it's a 
desktop. Snap it out 

and it's a laptop. 

Our sincere apologies to desk 

makers everywhere. 

But when we set out to make 

the ultimate desktop computer, 

we knew it 

had to have 

three critical 

components. 

Awesome 

power. 

Unequaled 

expansion 

capabilities 

And most importantly —a handle. 

Introducing the ProSpeed'" 386 

from NEC. The first personal 

computer to offer the portability of a 

laptop and the power of an 80386 desktop 

With the ProSpeed 386, the 

designers at NEC did more than 

create a new computer. They 

You've never had this 
much power sitting 

in your lap 

established a new class of 

computers—the first modular 

workstation. 

To realize how this can benefit 

you in the future, let us remind 

you how it was in the past. 

With ordinary laptops you had 

to hook and unhook peripherals, 

phone lines and all sorts of cables 

every time you left the office. 

But thanks to a revolutionary 

Docking Station" design, the 

ProSpeed 386 leaves all that 

behind. 

You simply slide the laptop out 

of the Docking Station, and then slide out 

of your office. Leaving all your connections 

connected for when you 

return. 

And saving yourself 

UEC Home Electronics (USAI lnc Windows is i registered trademark of the Microsoft Corp. 386 it > trademark of Intel Corp. 



:r, we had to remove one major obstacle. 

one of the most precious commodities 

of all—time. 

Most importantly, the Docking Sta- 

tion can accommodate a full range of 

expansion options; it has four full- 

size card slots, and two standard 

drive bays for tape back-up, CD-ROM 

or 5'/4" floppies. 

Take away the Docking Station and 

what have you got? One of the world's 

most powerful laptops. 

Running at 16MHz, it offers two 

megabytes of 32-bit memory that's 

expandable to 10. 

It's equipped with a hard disk and 

is available with either 40 megabytes or 

100 megabytes of storage capacity. 

As for its 10'/2" diagonal black-on-white 

display, it's pos- 

itively brilliant. 

Advanced screen 
technology delivers a 

paper-white image 
and EGA resolution. 

In more ways than one. NEC's 

advanced screen technology, 

called Monograph'" CTN, pro- 

vides CRT-quality video with 

a paper-white image and EGA 

resolution. 

Which translates into a 

higher level of contrast 

and increased resolu 

tion for graphics- 

oriented programs, such 

as Windows. 

.... y^Utn^^^^ 
Which helps to make the       &P^ the acclaimed 

386 chip, ProSpeed 
ProSpeed 386 not just the delivers exceptional 

speed and full multi- 
ultimate desktop, but the ulti-    tasking capabilities. 

mate value. Whether your 

desk has four legs or just two. 

NEC ProSpeed" 386 



. . (USA) Inc. at L800-FONE-NEC. 
.taiea,detaiU,«n NEC Home Electrons (USA, 
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For tecr 

ProSpeed" 386. 
40 or 100 megabyte 

modular workstation with 
all the power oj an 

80386 desktop. 

MultiSpeed" HD. 
Lightweight 20 
megabyte laptop. 

UUraLite. 
ightest, th 

lull function laptop^ 



When is a toy company not a toy compa- 
ny? When it is run by men like Barry 
Halperin and his father, Maurice. 

Child's play 

By Kerry Hannon 

F| ROM A 1-million-square-foot 
plant in Tarboro, N.C., Empire 

of Carolina still churns out Big 
Wheel, the squat, noisy, all-plastic tri- 
cycle that seems to be the vehicle of 
choice for racy 6-year-olds. Tens of 
thousands of Big Wheels (at around 
$25 a pop at retail) clack up and down 
the driveways and sidewalks of Amer- 
ica, peddled by hell-bent tots. 

But kids on Big Wheels have noth- 
ing on Maurice Halperin, 68, and his 
son Barry, 37, who seem to be playing 
games with the company itself these 
days. The Halperins got control of 
Empire, which also makes buttons 
and holiday decorations, in 1982. 
They now hold more than 70% of the 
5.9 million outstanding shares cur- 
rently trading on the American Stock 
Exchange at around 8, or 8.3 times 
earnings, down from 18 two years ago. 
For these last seven years the Halper- 
ins have been using a good part of the 
toy operation's cash flow, around $4 
million a year, to prop up their mis- 
guided investments. 

Father and son have plunged into 
such losers as Public Service of New 
Hampshire, the first public utility to 
declare bankruptcy in 50 years; 
MCorp, the Texas Bank crushed by 
sour loans; and Deltona Corp., a Flori- 
da real estate developer that has lost 
money five of the last six years. Their 
most recent dud is Connecticut-based 
Clabir Corp., whose sole remaining 
business is the production of ice 
cream. It lost $162 million last year. 

The Halperins acquired their taste 
for losers with potential long before 
they got their hands on Empire. The 
elder Halperin learned his way around 
a balance sheet when he ran three 
apparel subsidiaries for Meshulam 
Riklis' Rapid-American Corp. After 
Rapid-American went private in 
1981, he went head to head with Tex- 

as financier Harold Simmons in an 
attempt to take over LLC, a St. Louis 
personal loan company devastated by 
high interest rates, and Keystone 
Consolidated, a Peoria steelmaker 
saddled with aging plants and an ex- 
pensive work force. Halperin amassed 
a 10% stake in LLC and 23% in Key- 
stone, then sold out to Simmons for 
$14 million, a 30% premium. 

The Halperins used the same strate- 
gy to go after Empire but wound up 
running it. The company had a certain 
appeal. True, Empire had lost $3.8 
million in 1981 on overall sales of $75 
million, but it had tax-loss carryfor- 
wards of more than $4 million, and 
that healthy cash flow. 

Maurice and Barry hardly looked 
back. And they hardly looked at the 
toy business, either. In 1981 toy sales 
had hit $66.7 million, most of it from 
Big Wheel, which enjoyed 6% of the 
so-called ride-on sector of the ex- 
tremely fragmented toy market. Last 
year toy sales were an estimated $28 
million and Big Wheel's market share 
had slid to around 2%. 

In roughly the same period, the 
book value of Empire's investments 
in marketable securities and compa- 
nies outside the toy business grew 
from $1.5 million (4% of Empire's 
assets) in 1982 to $55 million (68.5% 
of assets) in 1986. Today some $27 
million, or 41% of assets, is still in- 
vested in marketable securities. 

In documents filed with the Securi- 
ties & Exchange Commission—the 
Halperins refused to talk strategy 
with FORBES—they insist their mar- 
ket maneuvers were to "stabilize Em- 
pire's earnings." In the last two years 
the company has deducted more than 
$8 million from revenues to cover the 
difference between what it paid for 
stocks and what they were worth. 

Earnings stabilized? In 1986 the 
company rang up record earnings of 
$7.3 million, virtually all from securi- 

ties transactions in a bull market. In 
1987 it lost $3.4 million. Last year 
Empire was back in the black with an 
estimated $5.6 million in profit on 
sales of $46.6 million (close to 2% 
from securities transactions). 

Empire's toy problem has been ne- 
glect. In a business where you are only 
as good as your last new product, the 
Halperins have cut spending on prod- 
uct development from $1.2 million in 
1981 to $250,000 by 1987, and severe- 
ly cut advertising. This, while in the 
last three years sales of tricycles and 
other ride-on toys were increasing 
52%. After years of letting the anti- 
quated factory molder, the Halperins 
now say modernization has begun. 

Securities & Exchange Commis- 
sion investigators, meanwhile, are re- 
viewing whether Empire should be 
treated as an investment company, 
not as a manufacturer. Under the In- 
vestment Company Act of 1940, a 
company investing more than 40% of 
its assets in securities must register 
with  the  commission  and  comply 

with the appropriate disclosure and 
financing requirements. 

Potential heat from the feds, you'd 
think, might prompt the Halperins to 
decide what business they are going to 
be in. No way. Its application for ex- 
emption from the federal law states 
that it "is primarily engaged in busi- 
ness other than in investing, reinvest- 
ing, owning or holding securities." 

But when Barry got on the phone for 
a very brief chat and was asked about 
his plans for the toy business, he 
scoffed, "We are a lot more than that. 
We have a lot of investments. Big 
things are really happening." What 
they are telling the SEC, at this writ- 
ing, has not been disclosed. ■ 
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THETHOROUGHBRED 
CONNECTION. 

I he correlation 
X is a simple one: 

the better a sales 
representative 
understands your business, the better 
the service. 

Understanding each customers 
special needs has made Norfolk 
Southern's sales team among the most 
respected in shipping. 

All the resources of TTie Thorough- 
bred are at the team's command.They 
can set into motion, then and there, 

efficient and 
economical com- 
binations of trains, 
trucks, warehous- 

ing and just-in-time systems. 
They do it every day for customers 

who ship some 4,000 different com- 
modities. Because they do it so well, 
the bridges they build are lasting ones. 

When your business can profit by 
connecting with The Thoroughbred, 
just call any one of more than 60 local 
Norfolk Southern sales offices. 

? 
NORFOLK 
SOUTHERN 



Behind the fashion legend that is Coco Chanel stands a family of 
astute business people. Hers was the fame. Theirs is the wealth. 

The billionaires 
behind Chanel 

G ABRIELLE (Coco) Cha- 
nel's greatest assets 
were  hers   alone—her 

By Phyllis 
witnZina 

Bennan 
Sawaya 

striking appearance and, as the world of high fashion 
would acknowledge for half a century, her talent as a 
designer. 

Before she died in 1971, at age 87, Chanel had taken 
dozens of lovers and enjoyed the attentions of scores of 
close admirers. But the most significant man in her life, in 
terms of influence, was Pierre Wertheimer, a wealthy 
French businessman. 

Pierre Wertheimer became Chanel's partner in 1924, 
when they established Parfums Chanel to produce and 
market the Chanel No. 5 fra- 
grance, created by Coco three 
years before. In time he came 
to own the entire business 
built on her name. 

Whether they also consum- 
mated an affair of the heart is a 
matter of conjecture. Coco's 
spirit and the temper of the 
times argue for it. Pierre 
Wertheimer's heir denies it. 
Two things are certain. For 
much of his life Pierre Wert- 
heimer courted Coco. And 
throughout her life Coco 
fought Pierre fiercely. Accord- 
ing to one authoritative ac- 
count, she even tried to use 
Nazi occupation orders to 
wrest the company from Wert- 
heimer's control. 

And yet the business that 
the designer and the business- 
man established continues to- 

Chanel died a mil- 
t Pierre Werthei- 

nloitation   of 
"Made the 

Ano 
name n,. 
to the S] 
and  haut 
starting a OC 

battel's Alain Wert/jeimer 
Commercially speaking, his grandfather's son. 

classic quilted handbags at 
$960, ballerina slippers for 
$225, and multiple strands of 

fake pearls at $360 each. Classic designs from the House of 
Chanel—the collarless suit, the chain belts, the black- 
tipped shoes—have become the ultimate power uniform 
for women of all ages. And we mean all ages: In the much- 
discussed new film New York Stories, 12-year-old adoles- 
cents are draped in Chanel. Reports a fashion-conscious 
Manhattan matron, "When my husband asked what I 
wanted for Christmas, I just told him: 'Go to Chanel.' I 
knew he couldn't go wrong." 

Every husband who took that kind of advice ended up 
making the already wealthy 
Wertheimers even wealthier. 

Showcased in 41 Chanel 
boutiques around the world, 
nearly all of them owned by 
the Wertheimers, apparel and 
accessories—and, of course, 
perfume—by Chanel generate 
annual revenues today of at 
least $400 million. 

What's the business worth? 
No one in or close to the fam- 
ily will say, but a reasonable 
guess isn't hard to make. Uni- 
lever recently agreed to pay 
$1.5 billion for Faberge and 
Elizabeth Arden, which to- 
gether had revenues of over 
$800 million. Because it earns 
considerably more on the sales 
dollar than either Faberge or 
Elizabeth Arden does, the 
Chanel empire is easily worth 
over $1 billion. 

The basis of this fortune 
traces back to 1870, when 
Pierre's Alsatian father, Er- 
nest, moved to Paris during 
the Franco-Prussian War. He 
soon bought into a theatrical 
makeup company called Bour- 
jois, which introduced dry 
rouge to European women in 
1890. By the early 1920s, Bour- 
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Gabrielle (Coco) Chanel, as seen by Cecil Beaton in 1936 
Beauty and talent but not, ultimately, control over her own name. 

Cecil Beaton/Camera Press Gky 
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How the Wertheimer family 
foiled Coco Chanel's ploy to 

wrest control of Parfums Chanel 
would itself make a miniseries. 
The story opens after World War I, 
when Pierre Wertheimer and his 
brother Paul backed a French engi- 
neer, Felix Amiot, in a venture 
called Societe d'Emboutissage et 
de Constructions Mecaniques that 
produced airplane propellers. The 
Wertheimers owned just under 
50% of the company. 

A few weeks before the Germans 
jackbooted into Paris in June 1940, 
the Wertheimers escaped to New 
York. Once in Paris, the Germans 
set up the Commission of Jewish 
Affairs, which among other things 
was responsible for seizing Jewish- 
owned businesses and transferring 
them to sympathetic hands. Espe- 
cially ripe for stealing were busi- 
nesses whose owners had fled. 

Expecting that her German sympathies and connec- 
tions would be rewarded, Coco Chanel tried to have 
Parfums Chanel declared abandoned by the Wert- 
heimers and to impose a manager of her cwn choosing. 
But the Wertheimers had outmaneuvered her. They 
had transferred their ownership of Parfums Chanel to 

ectiua Photo bv Steven Brawn 

Patriarch Ernest Wertheimer 
A wise bet on an armsmaker 

their old friend Amiot, who later 
supplied arms to the Germans dur- 
ing the war. 

A young American, H. Gregory 
Thomas, now 81 and living near 
Tampa, went to France on behalf of 
the Wertheimers to bring back to 
New York the formula for Chanel 
No. 5 and the essential oils (jas- 
mine and tuberose) from Grasse. 
Thomas succeeded—and, he says, 
bribed French gangsters to get 
Pierre's son Jacques on a boat to 
Morocco and thence to Lisbon and 
New York. 

Epilogue: With their formula and 
ingredients, the Wertheimers were 
able to increase enormously Cha- 
nel No. 5's U.S. market share dur- 
ing the war years. (When Paul died 
after the war, Pierre bought out his 
brother's heirs.) After wartime 
duty in the Office of Strategic Ser- 
vices, forerunner of the CIA, Greg- 

ory Thomas served for 32 years as president of Chanel's 
U.S. operations. And Felix Amiot returned his shares in 
Parfums Chanel to the Wertheimers after the war. The 
arms producer's aid to his Jewish friends, says Alain 
Wertheimer, "saved his little neck" from punishment 
at the hands of the Allies.—P.B. and Z.S. 

jois was the largest cosmetics and fragrance company in 
France. Overseas, Bourjois was making and distributing 
skin creams for Helena Rubenstein from Wertheimer's 
Rochester, N.Y. plant 

In 1922 Pierre Wertheimer's friend, Theophile Bader, 
founder of the Galeries 
Lafayette department 
store chain, introduced 
him to Coco. Two years 
later Coco and Pierre 
founded Parfums Chanel. 
It was a fortunate intro- 
duction for Bader: He re- 
ceived 20% of the partner- 
ship, to Coco's meager 
10%. 

From the start the Wert- 
heimers owned 70%. To- 
day the Wertheimers own 
100% of the business, in- 
cluding worldwide rights 
to the Chanel name. Their 
ownership is through the 
family's Swiss holding 
company, Pamerco, 
which   is   controlled   by 
trusts created by Pierre. 

Many another once- 
famous name has long 
since faded, but alter 65 
years the durable Chanel 
No. 5 remains one of the 
world's   bestselling L 

Pierre Wertheimer uith J<)56 English Derby winner 
Backing, and exploiting, Chanel/or over 40 years. 

grances. As William Fitzgerald, a longtime consultant to 
Chanel, describes the Wertheimers' Parfums Chanel own- 
ership: "It was like having an oil well in your backyard." 

In her deal with Pierre Wertheimer, Coco Chanel con- 
tinued to own the couture business as a separate company, 

housed at 31 rue Cambon 
in Paris' 1st arrondisse- 
ment, not far from the 
Louvre, until she closed it 
at the onset of World War 
II. High fashion itself is 
not immensely profitable, 
especially when com- 
pared with the margins on 
a successful perfume line. 
But couture can create a 
tremendous aura, an aura 
that reflected profitably 
on any product sold under 
the Chanel name. With- 
out quite realizing the 
long-term implications of 
what she was doing, Coco 
Chanel had signed away 
the most profitable poten- 
tial of her business for a 
relative pittance. 

The scion of the Wert- 
heimer family today is 40- 
year-old Alain Wert- 
heimer. He is the grand- 
son of Pierre and has 
inherited   much   of   his 
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grandfather's commercial acumen. Alain's father, now 77, 
is Jacques Wertheimer. Jacques is a renowned horse breed- 
er; his racing stables, which were established by Pierre 
Wertheimer in 1910, are on a par with those owned by the 
Aga Khan. 

But by no means was Jacques the businessman his father 
was. According to his son Alain, Jacques sold off some art 
masterpieces lovingly acquired by Pierre before World War 
II—the collection included works by Monet, Renoir, Rous- 
seau, Dubuffet and Soutine—to acquire abstract works 
that have yet to show impressive appreciation. 

Jacques became head of Parfums Chanel upon Pierre's 
death in 1965. He was 55 and had almost no business 
experience. To no one's surprise, the business stagnated. 
Finally, in 1974, Alain Wertheimer, 25 at the time, asked 
the elderly trustees overseeing the family's holdings for 
permission to run the business. The trustees sided with 
son Alain and Jacques was declared incompetent. 

That battle, clearly a bitter one, was a turning point. In 
1974, Parfums Chanel had 
little more than its fra- 
grance line and one bou- 
tique on rue Cambon. 

Alain Wertheimer, to be 
sure, would be a very 
wealthy man even if his 
family did not own the 
Chanel name. Beyond the 
artwork that remains and 
valuable portfolio hold- 
ings, there are real estate 
and significant interests 
in other fragrance lines. 
But it is the shrewd pro- 
motion of the Chanel 
name that has made him, 
and the family, immense- 
ly wealthier. 

Who are the other bene- 
ficiaries? When Alain 
Wertheimer reluctantly agreed to be interviewed by 
FORBES for this article, he preferred not to speak of family 
matters. But it is no secret that the beneficiaries include 
his younger brother, Gerard, and his father, Jacques. (Pier- 
re's illegitimate daughter, Jacqueline, who lives in San 
Antonio, was excluded from the trust; she says she re- 
ceived nothing from her father.) 

Least of all did Alain Wertheimer want to discuss the 
volatile relationship between his grandfather and Coco 
Chanel. This is understandable. The deal she had struck 
with Pierre Wertheimer in 1924 rankled Coco through the 
rest of her life. 

In 1935 Chanel hired a Parisian attorney, Rene de Cham- 
brun, now 81, to renegotiate the agreement she had signed 
11 years before. And she instituted the first in a series of 
legal actions against Pierre Wertheimer aimed at getting a 
larger share of the proceeds. 

Chanel got nowhere in the courts. But with Hitler's 
occupation of France came a new, if ugly, avenue of appeal. 
The Wertheimers fled the Nazis in 1940, landing first in 
Brazil and then in the U.S. Coco, then 56, closed down the 
couture business and remained in residence in the Nazi- 
requisitioned Hotel Ritz with a German intelligence offi- 
cer, Hans Gunther von Dincklage, 13 years Coco's junior. 

According to Edmonde Charles-Roux, considered the 
most reliable of Chanel's biographers, Coco now tried to 
use occupation regulations to seize the Wertheimers' 
share of the Parfums Chanel partnership. The ploy failed, 

Chanel's boutique on New York's East 57th Street 
Ultimate power statements for women of all ages 

however, when the Wertheimers were able to arrange for 
their own Aryan representative to run the business (see 
box, opposite). 

Charles-Roux also advances, with credible but circum- 
stantial evidence, her belief that Coco was sent by Walter 
Schellenberg, a ranking officer in German intelligence, on 
a peace mission to Winston Churchill. Schellenberg acted 
on behalf of Heinrich Himmler, who, with Schellenberg, 
attempted to launch secret peace initiatives to the Allies 
toward the end of the war. After the liberation of France, 
Coco was arrested by the French resistance forces for her 
wartime activities. But Churchill, a close friend of one of 
Chanel's former lovers, the Duke of Westminster, is said 
to have intervened on Coco's behalf; she was released after 
24 hours. Immediately on her release, Coco Chanel left 
France for Switzerland. 

From Lausanne, Chanel launched another attack on her 
old admirer Pierre Wertheimer. She began making a line of 
competitive perfumes, perfumes obviously reminiscent of 

the originals, like Made- 
moiselle Chanel No. 5. 
Afraid that a legal fight 
might illuminate Chan- 
el's wartime activities and 
wreck her image—and his 
business—Pierre decided 
to settle. According to 
Chanel's lawyer, de 
Chambrun, in 1947 Pierre 
Wertheimer agreed to pay 
Coco $400,000 in cash, 
plus a 2% royalty on all 
Chanel products. He also 
gave her the right to make 
and export perfume under 
her own name from Swit- 
zerland. As it happened, 
however, Chanel never 
sold an ounce of perfume. 
Instead, she gave up her 

perfume rights in exchange for a monthly allowance from 
the Wertheimers, who also paid her rent, taxes and food 
bills. On this income and her settlement, Chanel was able 
to keep herself and her German lover, von Dincklage, in a 
certain style. According to biographer Charles-Roux, there 
was evidently a bribe paid to Schellenberg, the Nazi intel- 
ligence man, to keep Chanel out of his memoirs. 

In 1954 Chanel returned to Paris to attempt a comeback 
in couture. She also turned, for money and advice, to Pierre 
Wertheimer. 

Once again Pierre Wertheimer backed her. It was a 
brilliant business decision. Wertheimer knew that a re- 
vived Chanel image in couture could only help advance 
the fortunes of Parfums Chanel—which after the 1947 
settlement was owned 80% by the Wertheimers (the heirs 
of friend Bader, you will recall, still owned 20%). More- 
over, until 1954 the Wertheimers had owned the Chanel 
name only as it applied to perfumes. After 1954, they 
owned the name outright. With Coco's death in 1971, her 
royalty payments, too, would revert to the Wertheimers. 
In the late 1950s, not long before he died, Pierre Wert- 
heimer also bought out the Bader holding, leaving the 
Wertheimers as sole proprietors of the Chanel name. 

When Alain Wertheimer took over the business in 1974, 
Chanel No. 5 was still an international bestseller. But its 
image in the U.S. was beginning to tarnish. The fragrance 
still held about 4% of the $875 million U.S. market, but us 
buyers by then had dwindled to a matronly set of women 

Alan Dorow 
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who had no trouble finding it at a comer drugstore 
Instinctively grasping the importance of image, Alain 

Wertheimer hired a Washington law firm that helped him 
remove Chanel No. 5 from U.S. discount drugstores with- 
out violating the Robinson-Patman Act. Within a few 
years the "number of doors"—the stores, that is, carrying 
Chanel No?5—dropped from 18,000 to 12,000. 

Then Wertheimer, operating mainly from Europe, 
poured millions into creating a chic and exclusive image 
for Chanel's new Beaute cosmetics line in the U.S. Today 
Beaute is sold in only 485 high-priced U.S. stores. 

Wertheimer tries zealously to keep Chanel products 
from entering any gray-market distribution channels. 
"[Alain] Wertheimer kept his distribution absolutely 
clean," says Allan Mottus, a well-regarded consultant to 
the cosmetics business. According to Mottus' figures, 
Chanel's U.S. fragrance and cosmetics sales now come to 
at least $120 million and carry one of the fattest of profit 
margins (and the fattest, says Mottus, worldwide). 

In 1980 Wertheimer 
hired Kitty D'Alessio to 
run Chanel's fashion oper- 
ations in the U.S. D'Ales- 
sio had worked on Chanel 
ads for more than 20 years 
at the ad agency Norman, 
Craig & Kummel. To cre- 
ate excitement in the cou- 
ture and ready-to-wear 
clothes lines, D'Alessio 
hired designer Karl Lager- 
feld away from Chloe in 
1983. Soon Lagerf eld's 
$15,000-plus outfits— 
beautifully shaped, gold- 
buttoned suits—were 
draping chic women like 
Princess Caroline of Mo- 
naco, Ivana Trump and 
Queen Noor of Jordan. 

As Pierre Wertheimer had understood from the begin- 
ning, the heat generated by the clothing lines quickly 
warmed the sales of Chanel perfumes, leather goods, ac- 
cessories and jewelry in Chanel's boutiques and depart- 
ment and specialty stores. Says one knowledgeable fashion 
designer: "Women who go in the door to purchase a $2,000 
black chain bag purchase a green one instead just to get 
their hands on a Chanel bag, such is the Chanel mystique 
today." 

Alain Wertheimer worries that the Chanel image may 
now be too hot, that Chanel has already attracted the 
hordes of knockoff artists and counterfeiters that hurt the 
image of Vuitton, Gucci and other luxury brands. Werthei- 
mer's solution: Make Chanel products more exclusive by 
raising prices, on the theory that only a small minority of 
women can afford the real thing. To justify (if such is 
possible) its higher prices, Chanel adds detail to its prod- 
ucts to create the impression that the consumer is getting 
more for more money. Take the little chain bag, which has 
been knocked off everywhere. Chanel has added its trade- 
mark quilting to the sides of the bags; before, quilting was 
on just tl s and backs. Chanel boutiques also seem 
to stock too little inventory. Any lost sales—and they are 
few—are more than compensated for by the illusion of 
scarcity. 

Alain Wertheimer cheerfully concedes his aversion to 
looking after Chanel's daily operations."This business was 
a little bit my toy," Wertheimer admits. Employees say 

Designer Karl Lagerfeld and friends 
Draping Princess Caroline of Monaco. 

that when Wertheimer was not in the U.S., which was 
two-thirds of the time, important management decisions 
were simply left hanging. 

Until fairly recently, Wertheimer let Kitty D'Alessio 
run the fashion operations. But when D'Alessio had a 
falling out with Karl Lagerfeld, by then the hottest of 
designers, her number was up. D'Alessio, now 59, has been 
pushed upstairs. She's still listed as the company chair- 
man of "special projects," but friends say she has nothing 
to do. Over three years ago Wertheimer hired Arie Kopel- 
man, an advertising executive from Doyle Dane Bernbach, 
to run the business in his absence; several months ago, 
Kopelman officially took D'Alessio's title as president. 
Meanwhile, Wertheimer has moved his base of operations 
from Europe to New York, where he lives in quiet luxury 
in the Fifth Avenue apartment he purchased from Diane 
von Furstenberg three years ago. Chanel's offices are on 
West 57th Street, where Coromandel Oriental screens and 
other Asian antiquities that the Wertheimers still own can 

be seen. 
Presumably Alain 

Wertheimer will continue 
doing what he has done 
since moving his father 
aside—zealously guarding 
the Chanel image. Unlike 
other couturiers, the 
Wertheimers refuse to en- 
ter licensing deals. They 
alone own and control ev- 
ery product bearing the 
Chanel name. They em- 
ploy their own perfumers, 
their own leather crafts- 
men and jewelry design- 
ers, and they keep all the 
profits. 

In 1929, five years after 
he launched Coco's Cha- 
nel No. 5, grandpapa 

Pierre brought to market a fragrance for the masses called 
Soir de Paris. The company still sells the perfume in 
Europe and the Middle East. The Wertheimers also license 
the Ungaro fragrance line and, using Chanel's facilities 
and a separate sales force, recently began manufacturing 
and distributing a new fragrance for Tiffany. Alain Wert- 
heimer is also bringing out new products—including Cha- 
nel watches, which retail at $1,350 to $7,000—and is 
further broadening Chanel's shoe line beyond the classic 
black-tipped pump. 

If all this were not enough, the Wertheimers own 50% of 
a joint venture that distributes Dior perfumes in the U.S. 
Christian Dior Chairman Bernard Arnault is trying to buy 
Chanel's half-interest in this venture in order to take the 
operation out of his competitor's control. Alain Wert- 
heimer says he has no intention of selling. 

It all started with a businessman's passion for a woman 
who passed most of her life feeling exploited by him. Coco 
Chanel's attorney, Rene de Chambrun, recalls 1956, when 
one of Pierre's horses, Lavandin, won the English Derby. 
"Pierre returned to Paris full of pride and excitement," 
says de Chambrun. "He rushed to Coco, expecting con- 
gratulations and praise. But she refused to kiss him. She 
resented him, you see, all her life." De Chambrun likens 
Wertheimer to Cardinal Richelieu, the ever-rational coun- 
selor to Louis XIII—whereas Coco was more Dionysian, 
like Louis XIV. In this case, though, it was the cardinal's 
heirs who inherited the kingdom, not the sovereign's. ■ 
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What canyou expect 
from a company 

named BellSouth? 

iPv 

Everything you'd expect 
from one of the world's 

leading communications 
companies. 

From its strong roots in the 
Southeast serving over 15 million 
customers through its telephone 
operating companies, BellSouth is 
now providing solutions to busi- 
ness communications problems 
across the country and in more and 
more places around the world. 

BellSouth provides products 
and services ranging from telecom- 
munications and information sys- 
tems to computers and software, 
mobile communications and 
publishing. 

Domestic and international 
marketing and support organiza- 
tions are already in place. BellSouth 
is already helping provide com- 
munications systems in North 
America, South America, Europe, 
Asia and Australia. 

When it comes to communi- 
cations products and services, 
BellSouth can provide the solutions 
you have a right to expect from a 
leader. 

For more information on 
BellSouth call 1-800-522-235 

t   1989 BellSouth Corporation 

BELLSOUTH 
Everything you expect from a leader." 
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Dean Foods Co. has done about all it can 
to squeeze profits from the likes of milk, 
vegetables, coffee creamer and pickles. The 
next serving may be the company itself 

Ripe for 
the picking 

By Charles Siler 

IT'S HARD TO BE CRITICAL of Dean 
Foods Co. With revenues of $1.6 
billion, it's the nation's second- 

largest dairy processor and a major 
producer of such diverse food prod- 
ucts as canned and frozen vegetables 
(numberS), aseptic-pack sauces (num- 
ber 1), pickles (number 2) and pow- 

dered coffee creamer (number 2). 
In a quiet, steady way, Dean, of 

Franklin Park, 111., has built a bal- 
anced private-label and brand-name 
food business that for a decade pro- 
duced an average annual earnings 
growth rate of 21 %. Although profits 
have been essentially flat the last two 
years—earnings reached $42.7 mil- 
lion, or $1.60 a share, in 1988—the 

<j.ir\ Sigman 

Dean Foods' Howard Dean and William Fischer 
"We probably feel a little squeamish at times. 

bad luck and bad judgment that re- 
cently slowed growth seem past. 
First-half profits are up 15%. 

The trouble is that Dean has creat- 
ed not just a recovery but also a take- 
over candidate—itself. Its cash flow, 
like that of most food companies, is 
strong. Dean's debt, at just 16% of 
capital, is less than half the food in- 
dustry average. But its recent stock 
price, near 30, is at about the same 
level as two years ago. Dean trades at 
less than 14 times anticipated 1989 
earnings of $2.20 a share, slightly low 
for the industry and two points below 
its P/E multiple of recent years. In an 
environment of rapid food industry 
consolidation, Dean Foods has be- 
come a tempting morsel. 

"Sure we're concerned about the 
environment that's out there," says 
William Fischer, 60, president and 
chief operating officer. Adds Howard 
Dean, 51, soft-spoken grandson of a 
founder and chief executive officer 
since 1987: "We probably feel a little 
squeamish at times [about a possible 
takeover). Our P/E is down, we have a 
low debt ratio and good cash flow." 

So what's to prevent a takeover bid? 
Not that much. True, company by- 
laws require an affirmative from 80% 
of the voting stock to approve a merg- 
er. It's also true that about 32% of 
those 26.5 million shares outstanding 
are in the hands of insiders and em- 
ployees. But that 32% is highly frag- 
mented. The largest single bloc of 
shares is only a 5.6% stake held by the 
family of T.A. O'Connor, a founder. 

The motivation for a takeover is 
there. A buyer would acquire one of 
the nation's best run dairy companies, 
an opportunistic organization that 
has built itself largely through acqui- 
sitions. Its retail brand names are 
mainly second tier—Freshlike vegeta- 
bles, McCadam cheese, Whitfield 
pickles—but its strength in institu- 
tional and store labels is first class. 

Founded as Dean Evaporated Milk 
Co. in 1925, Dean prospered by buy- 
ing smaller regional dairies for as lit- 
tle as five times earnings. It operated 
them as efficiently as anyone in the 
industry, and used its private-label 
milk and ice cream programs to in- 
duce grocers to carry its full line of 
dairy products as well. Milk, ice 
cream and cheese still provide about 
70% of revenues. 

But as prices for dairy outfits rose to 
a dozen times earnings, those deals 
became less and less tempting. With 
milk consumption almost flat and 
concern about high-fat, high-choles- 
terol foods rising, Dean has slowly 
tried new businesses. The big move 
was into canned and frozen vegeta- 
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Alabama's technology is felt in 
some of the most far-out circles. 

Rust International Corporation, one of the world's largest engineering and 
construction firms, co-sponsored this ad with the State of Alabama. 

A great climate for 
a sophisticated 

business. 
The following comments are 

by Davids. Rozendale, Chief Exec- 
utive Officer of Rust International 
Corporation. 

"Alabama has the most sophis- 
ticated technological talent of any 
place in the country. They produce 
designs and facilities as modern 
as any in the world. 

"In fact, the space station is 
being designed at Huntsville, Ala- 

bama, where much of the Ameri- 
can space program has been con- 
ceived and executed. 

"There's a technological talent 
base to draw on here that you don't 
have elsewhere. And Alabama has 
a lot to offer in knowledge of new 
technology for manufacturing 
plants. 

"Some of the most advanced 
automated facilities in the country 
were designed entirely in Birming- 
ham. When an industry moves in 
here, the state definitely has the 
talent already here to design and 

build the facilities, and also to oper- 
ate and maintain them. 

"We have more graduate engineers 
than any other state. Birmingham, 
alone, has over 10,000 engineers. 
Huntsville has numerous engineer- 
ing Ph.D.s. 

"So in Alabama, a technologi- 
cally sophisticated company feels 
right at home." 

ALABAMA 
The Great Surprise. 

Alabama Development Office, State Capitol, Montgomery, AL 36130. Call Toll Free 1-800-248-0033. 



There's one news analysis program considered "can't miss" by Washington officials. 
The McLaughlin Group. 

Among its chief assets are the wit and intellect of John McLaughlin, Eleanor Clift, 
Fred Barnes, Morton Kondracke, Pat Buchanan and Jack Germond. 

They provide insightful, often prescient, political commentary on the most up-to- 
the-minute developments. Often with heated exchanges. 

So tune in to The McLaughlin Group. It's comprehensive, contentious and... 
contagious. 

Made possible by a grant from GE. 

THE MCLAUGHLIN GROUP 
Check your local listing for station and time 

We bring good things to life. 

bles, with the 1986 acquisition, for 
$167 million in stock, of Larsen Co. of 
Green Bay, Wis. Dean followed up 
with the $25 million purchase last 
September of frozen vegetable proces- 
sor Richard A. Shaw Inc. of Watson- 
ville, Calif., giving it access to veggies 
grown on the West Coast. In February 
Dean said it would buy Big Stone Inc., 
a Chaska, Minn, vegetable processor 
with sales of $24 million. 

Institutional and private-label cus- 
tomers who buy milk products usual- 
ly buy vegetables, too, so sales and 
distribution economies could be pos- 
sible, Dean reasoned. What's more, in 
a good year processed vegetables gen- 
erate margins of 10% of sales—about 
twice as much as the dairy business. 

Trouble was, Dean picked a bad 
time to digest greens; 1986 was a year 
of surplus. In the milk business, sur- 

A buyer would acquire one 
of the nation's best run 
dairy companies, an 
opportunistic organization 
that has built itself largely 
through acquisitions. 
With the profit picture 
looking brighter, what's to 
prevent a takeover bid? 
Not that much. 

pluses are bought by the government, 
and prices stay high. But in vegeta- 
bles, oversupply means depressed 
margins. That's one big reason profits 
in fiscal 1987 (ended May 31, 1987) 
were flat. Profits rose a bare 4% in the 
following year. 

But things are turning up. This year 
is one of vegetable scarcity, good for 
prices. And Dean, a supplier to 
McDonald's, has been helping the 
fast-food chain to reduce fat from its 
formulas for milkshakes, tartar sauce 
and Big Mac sauce. 

By the standards of recent branded- 
food company acquisitions, at more 
than 23 times estimated earnings, 
Dean could be worth $53 a share— 
less if prices are discounted for its 
relatively inferior brands. At $50 a 
share the total price tag on Dean 
would be $1.3 billion, a manageable 
sum these days. 

Would anyone want a private-label 
company? Emphatically, yes. Whit- 
man Corp. paid $212 million last year 
for Orval Kent Food Co., the nation's 
largest producer of grocery store deli- 
catessen salads. That's ten times 
what Orval Kent's management paid 
for the company in 1985. 

At those values, mark Dean Foods 
as another item now simmering for 
the takeover menu. ■ 

FORBES, APRIL 3, 1989 



AMERICAN 
INSTITUTE 

[•■; 

REAL ESTATE 
APPRAISERS 

AMERICAN 
\INSTITUTE' 

REAL ESTATE 
APPRAISERS 

If they awarded PhDs in real estate 
appraisal, this is how they U look* 

There is no greater honor in real estate 
appraisal than to wear the pin of an MAI or RM. 
These designations are earned only after years of 
study and on-the-job experience. 

MAIs are experts in all areas of real estate 
appraisal RMs are specialists in residential prop- 
erty. Both operate according to a strictly enforced 
Code of Ethics and Standards of Professional 

Practice. MAIs and RMs represent only 3% of 
the appraisers in America. Yet, it is on their reports 
that our courts, government agencies, lending 
institutions, developers and real estate brokers 
have depended for over 50 years. 

For a professional real estate appraisal, check 
the Yellow Pages for local MAI or RM members in 
your area. 

AMERICAN INSTITUTE OF 
REAL ESTATE APPRAISERS 
of the NATIONAL ASSOCIATION OF REALTORS® 

430 N. Michigan Ave, Chicago, IL 60611-4088 (312) 329-8559 



Offshore drillers have suffered shocking 
losses for four years. This looks like the year 
they may start to do something about them. 

Rig bidders 

By Toni Mack 

T| HIS COULD WELL BE the year the 
offshore drilling industry be- 

gins to consolidate. In almost 
every other sector of the oil service 
industry, former rivals have com- 
bined operations, by way of merger 
and joint venture, in order to cut ca- 
pacity, costs and competition. The re- 
sult: Horrendous losses have been 
halted. Even at extremely depressed 
levels of drilling, most companies are 
turning a profit. 

But there have been precious few 

consolidations among offshore drill- 
ing contractors, which rent their rigs 
and crews to oil companies to drill 
offshore wells. Outspoken advocates 
of consolidation, such as Hugh Kelly 
at Ocean Drilling & Exploration and 
Ronald Lassiter at Zapata Corp., have 
been frustrated in trying to persuade 
others to consolidate. Two years ago 
Panhandle Eastern turned its rigs over 
to Sonat. Since then, says Dennis 
Heagney, president of Sonat's drilling 
outfit, "we've been trying to do more 
deals, really trying hard, and we have 
not convinced anybody else." 

The offshore drilling industry has 
racked up losses totaling more than 
$2.8 billion since 1985. Last year's 
losses are estimated at upwards of 
$700 million. Of the world's 693 off- 
shore rigs, only 71% are working. 

What's been holding things up? For 
one thing, the savings can be relative- 
ly small. Labor and maintenance are 
about 90% of the cash cost of operat- 
ing a rig. Merging two companies re- 
duces neither. All that can be cut is 
overhead, which is only 3.5% to 6.5% 
of costs. 

But in a business bleeding cash, ev- 
ery little bit helps. After Panhandle 
turned its rigs over to Sonat, Sonat cut 
staff and closed Panhandle offices in 
Houston and Aberdeen, plus a storage 
yard in Morgan City, La. The upshot: 
Sonat operates 50% more rigs—total, 
28 rigs—for only 10% more in over- 
head. Says Sonat's Dennis Heagney: 
"We haven't made any money, but we 
haven't lost any, either." 

Another reason for stalling is that 
no one wants to merge himself out of 
a job. "Everybody thinks he ought to 
be the survivor," says Sheldon Erik- 
son, chief executive of Western Co. of 
North America, "but as people start 
to say, 'Wait a second, I'm getting 
tired of this industry, I'm willing to 
step out,' I think you'll start to see 
some [consolidations] happen." 

THERE'S AN ART TO ESTABLISHING 
BUSINESS ROOTS IN TOKYO. 

To establish a strong rapport 
with your Tokyo contacts 
takes time, patience, insight 
and more time. A country 
that considers a 300 year- 
old bonsai tree an art form 
takes a little time to 
understand. 

EXCHANGING MEISHI 
(business cards) is an 
important formality in 
establishing a relation- 
ship. You go first, with a bow 
or handshake,and then, your 
card, presented Japanese 
side up to assist with 

pronunciation and cases 
where English capabilities 
are limited. Study the card 
you receive, repeating the 
surname, the first name on 
the card, to be sure you 
have the right pronunciation. 
Treat cards with the respect 
you would bestow upon 
their owners. 

WHERE TO GET YOUR 
BASIC BURGERS 
There's a Hard Rock 
Cafe in Tokyo if you 
have the wild craving 
for fries, and the 

quality of the h 
burgers is super 

DO IT YOUR WAY 
The nightclub can I 

more important than 
meeting, so you'll probabl) 
be invited to one. The hot- 
test thing is "Kara-oke." Mu 
and images play on a videc 
system and you sing along 
into a microphone. Do not 
decline an invitation to sin; 
or you'll be rejecting your 
host. Most songs are Japan 
ese, but don't panic—"My 
Way" is always available. 

US ^ NORTHWEST Al RLINES 



The industry's tangled 
finances have been anoth- 
er stumbling block. West- 
ern Co. is still in Chapter 
11 reorganization. Global 
Marine just emerged from 
Chapter 11 in February. 
Reading & Bates, Zapata 
and Penrod Drilling, the 
Hunt family's 50%- 
owned, 41-rig contractor, 
either have undergone or 
are undergoing debt re- 
structuring. Many smaller 
companies are in the same 
position. 

But banks worried 
about their loans and, in 
many    cases    nowadays, 
their   equity   stakes   are      
likely to favor anything that brightens 
the contractors' prospects. "There 
isn't enough drilling to support the 
number of companies we now have, 
and I don't see anything on the hori- 
zon to change that," says one major 
lender. Says Nicholas Swyka, manag- 
ing director of Simmons & Co., a 
Houston investment banking firm 
that caters to the oil service industry: 
"At some point, the losses become 
unbearable, and you have to take 
steps to correct them [via consolida- 
tion]. I think we'll see more deals in 
the next six to nine months." 

Dlckman/Mairtx 

Idle rigs stored in the Sabine River of Texas 
Too many players losing too much money. 

Absent a swift and strong upturn in 
drilling, which no one expects, it will 
take a lot of consolidation to buoy the 
industry. Offshore drilling is highly 
fragmented, with well over 100 rig 
owners worldwide, some of them op- 
erating only one or two rigs and all 
bidding on the little work available. 
Even the three largest U.S. firms— 
Schlumberger's Sedco Forex, Penrod 
and Ocean Drilling—together make 
up less than 20% of the market. So it 
will take several years of mergers and 
joint ventures for consolidation to 
produce results. 

tors 

Who will consolidate? 
Probably not Rowan Cos., 
a relatively healthy com- 
pany whose chairman, 
C.R. (Bob) Palmer, is a 
critic of the notion. "The 
economics just aren't 
there," he says. Perhaps 
not Global Marine either. 
Its chairman, C. Russell 
Luigs, is also skeptical, 
but says he's willing to 
consider the idea. 

More likely candidates 
are Ocean Drilling, Za- 
pata, Sonat, Western, No- 
ble Drilling and Reading 
& Bates, whose chief ex- 
ecutives favor consolida- 

     tion. For farsighted inves- 
seeking   consolidation's   long- 

term beneficiaries, George Gaspar of 
Robert W. Baird & Co. suggests Row- 
an, for its robust balance sheet, and 
Ocean Drilling and Zapata, which 
also have oil exploration and, for Za- 
pata, supply boat operations. 

"Nobody really wanted to believe 
that the contract drilling business 
wasn't going to be a very profitable 
venture come the end of this decade," 
says Western Co.'s Erikson. "The fact 
is, the end of the decade is here, and 
nobody's making a killing." Soon the 
drillers may be ready to face reality. ■ 

So before you 30, dis 
out some of your old 
records and practice up. 

NORTHWEST NOTES. In 
addition to nearly 60 
flights a week to Tokyo from 
over 200 U.S. cities, a spa- 
cious Executive Class, a First 
Class with all the luxury 
and comfort you deserve— 
we give you something no 
other U.S. airline can offer 
—the knowledge, insight 
and information that come 
after 40 years of helping 
people do business in Asia. 

NORTHWEST ASIA SERIES 

U.S. RESERVATIONS 1-800-225-2525, INTERNATIONAL RESERVATIONS 1-800-447-4747 
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"Open access" to transmission lines, an 
idea much feared by electric utilities, may 
be moving closer to reality. 

Power goals 

By James Cook 

T| HINK OF PORTLAND'S Pacificorp 
as a lead indicator signaling 

which way the rest of the elec- 
tric utility industry will eventually 
go. As long ago as 1966, for instance, 
Pacificorp, then Pacific Power & 
Light Co., led the way by diversifying 
beyond power production into coal, 
into telecommunications, and finally 
into commercial financial services 
(FORBES, June 16, 1986]. 

Now Pacificorp has worked out a 
merger with Utah Power & Light Co., 
its neighbor to the south (see map, 
opposite), that has the rest of the in- 
dustry in a state of considerable 
alarm. Not because one large utility 
decided to merge with another—Paci- 
ficorp has been growing by merger for 
about 40 years. Rather, because, in 
order to get regulatory approval for 
the merger, Pacificorp accepted some 
conditions imposed by the Federal En- 
ergy Regulatory Commission that 
could create a dangerous precedent for 
the industry at large: open access, a 
FERC-favored policy that would force 
utilities to open their transmission 
systems to outside producers, expos- 
ing them to competition for their own 
customers at rates they fear might not 
be compensatory. 

According to Pacificorp's able new 
president, A.M. (Al) Gleason, 58, the 
merger stems directly from some 
studies the company undertook back 
in 1985, when Gleason, was in charge 
of the company's strategic planning 
and was worrying about costs and 
competitiveness. Then as now, Pacifi- 
corp was burdened with excess capac- 
ity, as were most other western power 
producers after electric demand lev- 
eled off in the late Seventies. Pacifi- 
corp sold what excess output it could 
to other utilities. But it still had plen- 

ty of power to spare. 
Utah's transmission system had 

not only plenty of spare capacity but 
also connections with the Southwest 
and California markets. By merging 
the two companies, Pacificorp could 
move surplus power out of Wyoming 
and into the Southwest and southern 
California through the back door. 

It was a good fit in another way as 
well. Pacificorp's demand peaks in 
the winter, Utah Power's in the sum- 
mer. So, by sharing peaks and power 
resources, the merged companies 
could make available over 400 mega- 
watts of firm—year-round—capacity 
for sale to others. 

These market opportunities are not 
just theoretical. Even before the merg- 
er was approved, Utah Power worked 
out a deal to supply nearby Nevada 
Power with 140 megawatts of power 
beginning in 1990, mostly from Paci- 
ficorp's Wyoming surplus. "The sale 
comes from an ability to share genera- 
tion," Gleason says. "Neither compa- 
ny could have done it alone." Nor was 
that all. To deliver the power, Utah 
Power is building a 400-megawatt 
transmission line north of Richfield, 
Utah to the state's southwest border. 
The new line will have 260 mega- 
watts of surplus capacity for sale in 
California and the Southwest. 

Overall, a Pacificorp-Utah merger 
would not only enhance the merged 
companies' return on existing capaci- 
ty but postpone the time when the 
merged company would need to add 
new capacity to meet the growth in 
demand by four or five years—from 
the mid-Nineties to the turn of the 
century—with benefits for sharehold- 
ers and customers alike. "With com- 
petition from natural gas and the co- 
generation people, you've got to be 
very competitive, pricewise, to main- 
tain   existing   loads   and   gain   new 

ones," Gleason says. "So the longer 
we can postpone building more capac- 
ity at higher incremental costs, the 
more competitive we will be." 

More profitable, too. In the first 
year, Gleason figures, the merger will 
yield savings of $50 million before 
taxes, as much as $160 million annu- 
ally inside of five years. 

The Federal Energy Regulatory 
Commission concluded that a merger 
of the two companies would monopo- 
lize the transmission corridors in the 
region and so prevent other utilities 
from gaining access to cheaper power 
that might be available. And so, to 
assure that didn't happen, FERC ap- 
proved the merger on the condition 
that the merged company open its 
transmission lines to outsiders. 
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John Maddock Roberts Pacificorp's new boss, Al Gleason 
For $160 million in annual savings, you can put up with an awful lot. 

That, of course, touches a bare 
nerve in the industry—the prospect 
that under FERC'S open access provi- 
sions the rest of the industry would be 
required to wheel power one day for 
outside producers. 

Pacificorp, nevertheless, willingly 
accepted the deal. How could it fail 
to? FERC'S conditions would reduce 
the savings somewhat—by roughly $ 1 
million annually, according to one es- 
timate—but the benefits were so large 
that Pacificorp could readily absorb 
the reduction in savings just as it 
could absorb the temporary 10% dilu- 
tion in earnings the merger would 
bring. "All of our studies," says Glea- 
son, "indicate we will have higher 
income growth and higher dividend 
increase opportunities together than 

we would have separately." 
Gleason also maintains that Pacifi- 

corp hasn't really sold out the rest of 
the industry on the open access issue. 
"We view the conditions as strictly 
nonprecedential," Gleason says. 

As Gleason explains it, the open 
access conditions apply only to excess 
transmission capacity. Potential users 
have to apply for access within a lim- 
ited period. "If you want access, the 
FERC decision said, determine what 
your next five years' requirements 
will be, and step up and put your 
money on the table." Even then, the 
access provisions apply mostly to 
firm contracts, not spot, and to whole- 
sale suppliers, not users. Thus, Glea- 
son says, an outsider couldn't make 
spot sales or reach in and offer to 

Southwestern gateway 

The merger of Pacificorp and 
Utah Power & Light will enable 
surplus Pacificorp power to move 
over Utah's transmission lines 
into the Southwest and southern 
California markets. 

] Pacificorp 
HUP&L 

supply Utah Power customers like 
Nucor. And at the moment, most off- 
system sales are spot sales. 

"There is an access requirement 
only for existing capacity and only for 
a period of time," Gleason says. "Dur- 
ing that period, if somebody wants 
additional capacity and will pay us to 
build it, we have an obligation to pro- 
vide it. We would become a common 
carrier, but not on our dollar, on the 
user's dollar." 

Some industry observers are not re- 
assured by Gleason's view of the case. 
What if, say, because of environmen- 
tal problems Pacificorp could not 
manage to build the new transmis- 
sion capacity an outside customer re- 
quested? Then Utah would have to 
move such power over its own lines. 
Pacificorp maintains it would not be 
bound to interrupt its own transmis- 
sion load, so long as it made its best 
efforts to increase capacity—and pro- 
viding that the outside customer was 
not attempting to serve existing Paci- 
ficorp wholesale customers. 

For Gleason and Pacificorp, at this 
point, that risk is clearly worth tak- 
ing. But others in the utility business 
are probably dead right to think that, 
for all Gleason's arguments to the 
contrary, an important precedent may 
be set by Pacificorp's acceptance of 
the terms laid down by the FERC. 

If you're keeping score, keep an eye 
peeled elsewhere on the West Coast. 
The issue of access to transmission 
lines is also emerging in Southern 
California Edison's attempt to acquire 
San Diego Gas & Electric. ■ 
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Dan Goulet, 
Ph.D., Director, 

Academic Computing Services. 
I'niversity of Wisconsin/Stevens Point. 

Jim Leonhart, 
AT&T National Account Manager. 



Recently, an information management revolution 
iccurred at the University of Wisconsin-Stevens 
5oint. Dan Goulet from the University and Jim 
.eonhart of AT&T—campus radicals of a different 
;ind—explain how they were able to realize a bold 
tnd complex vision. 

FEBRUARY 22, 1989 j 

on AT&T 3B2s, DEC, UNISYS and 
other hosts located in all the depart- 
ments. We put on- and off-ramps in 
strategic locations: StarLAN networks 
that gave access to the highway from 
workstations. 

Dan: We designed everything 
from the user perspective. The more 
technically remarkable the system 
became, the harder we worked to 
make it approachable. 

These men 
started a revolution 

on campus. 

Jim: I remember the first day we 
net. You had been around the block a 
:ew times, but weren't getting 
:he answers you needed. 

Dan: We wanted to create a 
unique educa- 
tion environ- 
ment: a free- 
lowing    on- 
'ine computer campus. We had a 
"ision, and we were looking for 
someone to help build it. 

Jim: A distributed networked 
zomputing solution, that's what we'd 
rail it now: a way to process, move 
md manage information effec- 
:ively throughout a widespread 
Drganization. 

Dan. We talked to many comput- 
er vendors before you. We got tired 
if describing what we needed, so we 
irew it. That graphic was about 13 
reet long. 

Jim: More like twenty. The chart 
ihowed every information resource 
3n campus linked together, accessible 
:o students, faculty, and administra- 
:ion. It became the wallpaper in my 
office for fifteen months. 

Dan: It was like a blueprint for a 
iata superhighway 

Jim: We put our ISN wide-area net- 
work at the center—like an inter- 
:hange—and built fiber and twisted- 
pair data lanes to applications running 

Jim: It's mind-boggling how much 
computer power is out there. We 
wanted to harness it all, yet give a 
piece to every individual. 

Dan. A truly distributed network, 
one we don't think we '11 ever outgrou 
We've added 300 WGS workstations 
in the last five months. 

Jim: Dan, where in the world is 
that wallpaper today? 

Dan. We had it bronzed. Today 
so many colleges and businesses 

really need a similar solution. 
That's probably why we've had 

so many visits from 
them lately. 

Jim: Little 
did we know 

back then, when we first met. 
Dan. Oh, something tells 

me you had a hint. 

Jim: Easy for novices, powerful 
enough for programming students. 

Dan. We developed a menu- 
driven user interface that is consistent 
and clear. Students and faculty can 
select applications like checking spell- 
ing, transmitting course grades, even 
browsing through the on-line card cat- 
alog of1.5 million books at the Una <er- 
sity of Wisconsin-Madison. We wanted 
desktop power and access, but we 
wanted to process information where 
it made the most sense. 

Jim: Thinking back, we realized 
early that the complexity of your 
vision precluded a single-system 
focus. You needed open systems. 

Dan: You were really the only 
ones that understood this point. Open 
systems allow us to use off-the-shelf 
components; vendors have to bid 
against each other to get our business. 
Open systems are the secret. 

The Stevens Point Solution: 
THE CHALLENGE: 1 

Create a distributed computing revolu- 
tion; link the campus into an integrated 
information resource open to even' user. 

YHTTSOLUTIONT"! 

AT&T 3B2 computers support a multitude 
of UNIX" System V-based applications. 
AT&T StarLAN connects AT&T WGS 
computers, a variety of micros, and hosts 
together. The AT&T Information Systems 
Network (ISN) is every campus user's gate- 
way to all computer resources. 

"THERESULT:   ~| 

Stevens Point has been designated a Cen- 
ter of Excellence for Distributed Aca- 
demic Computing by the Board of 
Regents for the entire University of Wis- 
consin system. The majority of the 9000 
students on campus regularly use the net- 
work for coursework and homework. 
Faculty have integrated computing into 
41% of their coursework 

Call vour AT&T Account Executive, an AT&T 
Authorized Reseller, or 1 800 2-T-1212, Ext. 156. 

DEC is a registered trademark of Digital Equipment Corp UNIX is a registered trademark of AT&T in the I S and other countries ©1989 AT&T 

AT&T 
The right choice. 



We said last year that you would be hear- 
ing more about the idea of privatizing 
money. Well—now you are. 

An end to 
monetary 

instability? 
By Peter Brimelow 

IT'S A FAMA SYSTEM!"—"No, it's 
a Fisher Compensated Dollar 
system!" 

Debate is getting heated at the Cato 
Institute's Seventh Annual Monetary 
Conference, in Washington, D.C. The 
panelists, including Richard N. Coo- 
per of Harvard and Allan H. Meltzer of 
Carnegie-Mellon, are arguing about a 
monetary reform of exquisite subtlety 
proposed by two other professors of 
economics, Robert L. Greenfield of 
Fairleigh Dickinson and Leland B. 
Yeager of Auburn. 

But the details of this particular 

proposal matter less than the general 
conference theme: that there is an 
alternative to government-created 
(and, it follows, government-manipu- 
lated) money. It supports something 
FORBES said (May 30, 1988). "Priva- 
tized money, alias 'competing curren- 
cies' or 'free banking,' is an idea that 
you will be hearing much more about 
in the years ahead." 

Most people assume that a central 
bank and extensive financial regula- 
tion are intrinsic to the economy. But 
in fact the Federal Reserve celebrated 
its 75th birthday only last December. 
Papers presented to the Cato confer- 
ence argued that inflation and eco- 

nomic instability have actually been 
worse since its inception. And (speak- 
ers asked) what kind of advertisement 
for government supervision is the im- 
pending bailout of the thrifts—an in- 
dustry started and systematically sus- 
tained by regulation? 

"There exists no monetary consti- 
tution, as such, in the United States 
in 1989," Nobel laureate James M. 
Buchanan of George Mason Universi- 
ty told the conference. "What does 
exist is an institutionally established 
authority charged with an ill-defined 
responsibility to 'do good,' as deter- 
mined by its own evaluation. We 
would have no difficulty in classify- 
ing an analogously directed military 
junta in a Latin American setting as 
nonconstitutional, by which we 
would mean, quite properly, that it 
operates in accordance with no pre- 
dictable rules of behavior." (Buchanan 
got his Nobel Prize for economics, not 
literature.) 

The supply of money could be pri- 
vatized in many different ways. Banks 
could simply be freed from reserve 
requirements and other regulations, 
allowing them to make loans—in ef- 
fect, create money—according to 
their own judgment of risk. Or, in 
perhaps the most radical version, ad- 
vanced by another Nobel economics 
laureate, Friedrich von Hayek, multi- 
ple differently denominated private 
currencies could be allowed to circu- 
late simultaneously, rather as the var- 

hardRabn 
Modern developments make private money practicable. 
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ious   national   currencies   are   ex- 
changed in international trade today. 

But all such schemes make the 
same assumption, says U.S. Chamber 
of Commerce Chief Economist Rich- 
ard W. Rahn: "Not that those in the 
private sector are inherently more 
honest and responsible than those in 
the public, but that competition 
would weed out the crooked and in- 
competent. Superior money will drive 
out inferior money." Gresham's Law 
(bad money drives out good) applies 
only when creditors are forced to ac- 
cept inferior money, for example by 
legal tender laws. 

Rahn has actually attempted to de- 
sign a commercially viable private 
currency, convertible into a basket of 
commodities. He points to four cru- 
cial developments: money market 
funds, commodities futures ex- 
changes, and the internationalization 
of markets, all of which would make 
life easier for the currencies' manag- 
ers; and the growth of tax havens, 
which would prevent disruptive tax- 
ation of the underlying commodities. 

Rahn told the conference that, para- 
doxically, private money might first 
appear in Eastern Europe. Any overt 
dismantling of the structure of social- 
ism is politically impossible, despite 
economic gridlock and the discredit- 
ing of national currencies. But a paral- 
lel, private currency would facilitate 
the development of each country's 
"shadow," off-the-books economy, 
which often now works in deutsche 
marks or even U.S. dollars. Rahn him- 
self is discussing such a scheme with 
the Hungarians. 

The Cato Institute is a small but 
energetic Washington, D.C. founda- 
tion that describes itself as promoting 
policies "consistent with the tradi- 
tional American principles of limited 
government, individual liberty and 
peace." In practice, this means a pret 
ty thoroughgoing libertarianism. But 
Cato officials have worked hard to 
establish their credibility on the 
Washington policy circuit, and are 
currently sulking at FORBES because a 
recent article (Mar. 6) mentioned their 
early links—and subsequent emphat- 
ic break—with the combative anar- 
chist Professor Murray Rothbard. 

All Cato conferences follow an aca- 
demic format. (Their proceedings are 
eventually reprinted in the scholarly 
Cato Journal.) This means that every 
author, after reading his paper, must 
listen to interlocutors saying aston- 
ishingly rude things about it, and him, 
from a range of 6 feet away on the 
same platform. 

But the resulting drama is some- 
what tempered by the academic style. 

Neil Wallace (University of Minneso- 
ta) had to comment on a paper by 
Richard Timberlake (University of 
Georgia) that criticized the constitu- 
tional basis of the government's li- 
cense to create money. But Wallace 
simply said he wasn't a constitutional 
scholar. Then he went on to describe 
an elaborate theoretical exercise of 
his own, which involved dividing the 
audience into three groups respective- 
ly trading imaginary stones, apples 
and fishes. "Assume that everyone 
has an infinite life," he was saying as 

FORBES went out to get coffee. 
Nevertheless, the presence at the 

conference of respected academic 
economists like Wallace, Cooper and 
Meltzer was significant. It reflects Ca- 
to's concern that its ideas enter the 
mainstream. So perhaps the Universi- 
ty of Nottingham's Kevin Dowd, an 
English member of the free banking 
academic mafia, might find that he 
was wrong to tell the audience, with 
every indication of optimism, that the 
concept might materialize as policy 
in as little as 50 years. ■ 

Nucor Corp. is leading the minimilW as- 
sault on the major steel companies last 
stronghold. But the battle will be tougher 
than Wall Street expects. 

Nucor's boldest 
gamble 

By Rath Simon 

T| HIS MONTH Nucor Corp., the 
Charlotte, N.C. minimill oper- 

ator, will throw a switch and 
begin breaking in a new flat-roll mill 
in Crawfordsville, Ind. The $265 mil- 
lion plant represents a frontal attack 
by Nucor on the major steel compa- 
nies' biggest market, the $13 billion 
market for hot- and cold-rolled sheet, 
used in everything from appliances to 
automobile fenders to decking. In an- 
ticipation, Wall Street has driven up 
Nucor's stock to 48, or 19 times antic- 
ipated 1989 earnings of about $2.50 a 
share, by far the highest P/E of any 
American steelmaker. Those values 
represent a bet that the Crawfords- 
ville plant will be a quick success, and 
that by 1994 Nucor and other mini- 
mills will own 20% of the entire flat- 
roll market. 

But the farther you get from Wall 
Street, the more doubts you hear that 
Nucor and the other minis can win 
anywhere near 20% of the flat-roll 
market that soon. "The ability of 
minimills to walk in and take away 
markets from the integrated produc- 
ers is gone," says Wharton business 
school assistant professor Paul Tiffa- 

ny. "It's a different race now." 
Nucor has good reason to go after 

the flat-roll market. Sales of tradition- 
al minimill products such as wire rods 
and reinforcing bars are growing 1% a 
year at best. Flat-roll isn't growing 
any faster but it accounts for 40 mil- 
lion tons—52% of total U.S. industry 
shipments—plus 7.5 million tons, or 
36% of all imports. For the majors, 
flat-roll is bread and butter. For Nu- 
cor, it's a huge, untapped market. 

Such ambition is what you'd expect 
from Nucor Chairman F. Kenneth 
Iverson, who transformed a hodge- 
podge of moneylosing businesses into 
a $1 billion (sales) steelmaker that has 
been profitable throughout Iverson's 
23-year tenure. The Crawfordsville 
mill will initially produce just 
800,000 tons of flat-roll, a drop in the 
bucket. But Iverson has three more 
mills on the drawing board. "We hope 
this will map out the future of the 
company for the next decade," he 
says. He thinks the mills could double 
Nucor's sales to $2 billion by 1994. 

Nucor's Crawfordsville mill will be 
the first to use a technology known as 
thin-slab casting, developed by 
Schloemann-Siemag A.G. in West 
Germany. The patented technology 
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produces 2-inch-thick 
steel slabs that can be im- 
mediately rolled into 
sheets one-tenth of an 
inch thick. Conventional 
casters yield slabs 8 to 10 
inches thick that general- 
ly must be reheated before 
being rolled and are too 
thick for minis to handle. 

By eliminating a step in 
the process, Nucor ex- 
pects to produce a ton of 
finished hot-rolled bands 
with 1.5 man-hours of la- 
bor, versus 3 man-hours 
for a traditional integrated 
mill. Iverson believes this 
will give Nucor a $50-to- 
$75-per-ton advantage 
over the average integrat- 
ed mill on a product that 
sells for $400 a ton. 

There seems little 
doubt that this cost ad- 
vantage should get Nucor 
a toehold in the flat-roll 
market, particularly at the 
low end. But Wall Street 
expects more than just a 
toehold, and getting that 
won't be easy. For one 
thing, the Crawfordsville 
technology has never been 
used commercially by any 
company, and so far it has 
been tested only in a West 
German pilot project. Yet once on 
stream, Nucor's mill must run with 
96% reliability. "If anything doesn't 
work, the whole production line has 
to shut down," says Iverson. "It will 
be a difficult mill to start up." 

Beyond inevitable technical glitch- 
es looms the certainty of counter- 
punching by Nucor's bigger rivals— 
usx, LTV, Bethlehem, Inland, Armco, 
National—for whom the flat-roll mar- 
ket is vital. "This is the integrateds' 
last fortress," notes Hans Mueller, a 
professor of economics at Middle 
Tennessee State University. "They 
can't go on as they did before." 

The Crawfordsville mill will give 
Nucor an edge over the integrateds' 
weaker mills in the flat-roll market. 
But thanks to years of cost-cutting 
and capital investment, operating 
costs for hot-rolled sheets at usx' 
highly efficient Gary Works are just 
$230 a ton, figures McKinsey &. Co. 
steel consultant Louis Schorsch. 
Bethlehem's Burns Harbor and In- 
land's Indiana Harbor Works aren't far 
behind. Those are costs comparable to 
Nucor's estimated $210 to $230 a ton. 

Moreover, the integrateds, too, are 
experimenting with new technol- 
ogies. Among them is a new "thin- 

Nucor Chairman F. Kenneth Iverson 
"If anything doesn't work, the whole production line has to shut down. 

strip casting" process that could let 
them leapfrog Nucor's Crawfordsville 
plant in about ten years. "We don't 
ignore technology," says Inland Steel 
Industries Chairman Frank Luerssen. 
"The 'not-invented-here' syndrome 
has been gone a long time." 

Nucor faces its biggest difficulties 
at the high end of the flat-roll market, 
where customers are especially de- 
manding. Listen to one potential 
high-end customer, Ford steel buyer 
Dan Marion: "We like to buy from 
people with an established record. If 
Nucor's technology lets them be a 
low-cost producer, that would make 
them attractive, but our first sourcing 
criterion is quality, not price." 

Matching the integrateds on quality 
will be tough. One reason Nucor has a 
roughly 15% cost advantage over the 
integrateds is that the company bears 
little in the way of the elaborate fin- 
ishing equipment of bigger steel- 
makers or costly technical service 
support to end-users. 

Nucor's biggest high-end problem 
is the raw material—scrap metal— 
that it starts with. The integrateds 
make steel from pelletized iron ore, 
coke and limestone. The minis use 
electric furnaces fed with scrap. The 

scrap contains unremovable elements 
such as copper and nickel that make 
steel more brittle and reduce surface 
quality. 

To gain market share at the high 
end, then, the minis will have to buy 
scrap that has fewer impurities. But 
high-grade scrap costs 26% more per 
ton than ordinary scrap metal, and the 
premium will widen if demand in- 
creases from minis like Nucor. That 
means a squeeze on Nucor's margins. 
(The other option—making steel from 
highly purified iron pellets—is at 
least three years away.) 

A final problem will be the width of 
the steel that rolls off the Crawfords- 
ville mill. At 52 inches wide, it will be 
too narrow for hoods, doors and other 
body parts that account for 60% to 
70% of the steel consumption by the 
automobile industry. Nucor's second 
mill may produce steel wide enough 
for at least some of these uses, but not 
for all of them. 

For now, at least, Iverson isn't 
daunted. "It's a great opportunity for 
the company," he says. "The risk- 
reward relationship is very good." 

If any minimill can meet the chal- 
lenge, it's Nucor. But expect the going 
to be tougher this time around. ■ 
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Red Chips.White Chips. Blue Chips; 
The quiet flicks of rod and white 

chips add up to a roar oi blue-chip busi- 
ness at American casino hotels — noarh 
SS billion a \ear. 

About SI billion of that is 
generated In the four Balh casino liotels 
— Balh s Las Vegas. Balh s Reno, and our 
two Atlantic Cit\ properties. Balh's 
Park Place and Balh. sCrand 

America's premier gaming company. 
That's a lot of red and while chips 

But as anyone can tell you. it takes a lot 
o( red and white chips to equal a blue chip 

Casino hotels are just one part of 
Balh's strength in the leisure business 
category. Which should come as no sur- 
prise — because Balh created ihv leisure 
business category. Besides casino hotels. 
Balh is the leader in four other major 
areas of the categon — public lottery 
games, gaming and fitness equipment, 
health and fitness centers, and amusement 
arcades. 

Leisure is America's most exciting 
growth industry — S.V.5 billion in revenue 
last year, with a growth rate almost twice 
that of the GNR And with sales of almost 
$1 billion. Balh is a significant leader in 
this diverse and growing industry. 

Because wherever America spends 
its leisure time. Bally leads the way. 

Tor more information, write 
William II. Peltier. Y.P Corporate 
Communications. 8~00 W Brvn Mawr. 
Chicago. IL 60631. 
Or call >11- 
•W-l >()(). 



On the Docket 

Taxing mail-order customers sounds like a 
quick fix for those states with empty coffers. 
But is it constitutional? 

Tax by mail 

By Deirdre Fanning 

Greg Couch 

THERE'S A NAME for a game now being 
played in a rising number of state cap- 
itals. It's called "beggar thy neigh- 
bor." Anywhere legislators are hard 
up for ways to plug bulging budget 
deficits—is there any place that 
isn't?—you will find ever more inge- 
nious efforts to put the bite on nonres- 
idents. New York, for example, which 
has taxed out-of-state residents for 
years only on income earned within 
its borders, now will use income 
earned outside New York State for 
calculating total New York State tax, 
thus raising the marginal rate at 
which the bite is taken. Some New 
Jersey legislators are planning retalia- 
tory action on the part of that state. 

In what is potentially the most dis- 
ruptive money grab of all, at least 18 
states are even attempting to tax cus- 
tomers of the nation's $112 billion 
interstate mail-order business, a 
move that experts say could yield as 
much as $1.54 billion annually. 

The mail-order industry, needless 
to say, is not pleased. In a suit filed 
last September in a federal court in 
Sacramento, Calif., the Direct Mar- 
keting Association is challenging a 
1988 California statute requiring out- 
of-state companies to collect Califor- 
nia sales tax each time their custom- 
ers make a purchase using credit cards 
issued by California banks. The case, 
which is being watched by lawyers 
and legislators everywhere, questions 
whether such laws violate the com- 
merce and due process clauses of the 
U.S. Constitution. 

Under well-established principles 
of U.S. constitutional law, individual 
states cannot enact laws interfering 
with business beyond their borders, 
lest the national economy fragment 
into warring fiefdoms reminiscent of 
feudal Europe. But states do need to 
raise revenues, so the courts have tra- 
ditionally given them the right to im- 
pose taxes on out-of-state businesses 
that have a legal "nexus"—a physical 
presence—inside the state. 

Thus, Florida can pass a law requir- 
ing companies physically doing busi- 
ness inside that state to collect Flori- 
da state sales taxes from customers 
whether they live in Florida or not. 
When an out-of-state company has no 
such "nexus" and instead conducts 
in-state business only through the 
mails or over the telephone, the U.S. 
Supreme Court has held that its activ- 
ities  lie  beyond  the reach of that 
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"The word is...this Canon NP4835s       , 
expandability fits our productivity needs. 

If you're a growing company, Canon has a copier that is just your size.The 
NP4835. A new generation of 35 cpm copier that integrates the productivity 
of high-volume document-feeding and stapler-sorter units with time-saving 
functions like digitally stamped and numbered pages. A combination that not 
only lets you create better reports and presentations, but lets you produce 
more of them as well. A lot more, thanks to the NP4835's dual front-loading 
paper cassettes and options like adding two additional 500 sheet cassettes or 
a 2000 sheet paper-deck. 

If your business needs are constantly growing, look to the copier that was 
made to grow with you.The Canon NP4835. It's not just a new copier. It's a new 
standard in copiers. 

Cfflwh 
NP4835 

For more information calltollfree1-800-OKCANON.OrwnteCanonUS A mc PO Box 3900. Peoria. IL 61614 t i989Car 



Machining 
the Machines 

Building a machine as sophisticated as a Pratt & Whitney jet aircraft 
engine requires equally sophisticated machining. 

Pratt & Whitney relies on Fansteel-VR/Wesson-Plantsville to supply 
the close tolerance cutting edge for many of its most sophisticated, 

proprietary machine tools. That's because Fansteel-VR/Wesson- 
Plantsville has earned the reputation for being the "versatile" 

supplier of both standard and special tooling packages. 
VR/Wesson toolholders, milling cutters, rotary tooling, special form 

carbide inserts and special form grinding tools, supported by a state- 
of-the-art machine shop, are all designed to meet the most 

demanding tooling needs of virtually any customer. 
Machining the machines ... 

just one more reason it will pay you to know more about us. 

landed 
An integrated producer of refractory metals and fabricated products for the electronics, 

electrical, aircraft/aerospace, metalworking, energy and chemical industries. 

FANSTEEtftfb, Number One Tantalum Place • North Chicago, IL 60064 • (312) 689-4900 



state's tax collectors. 
But now revenue-hungry states 

seek to broaden the concept of nexus 
to include an "economic" nexus. 
Their argument: In a world of elec- 
tronic junk mail, cable TV shop-at- 
home services and so on, it makes no 
sense to insist upon a company's actu- 
al physical presence in a state in order 
to justify collection of sales taxes. 
Says Carl Castelda, deputy director of 
the Iowa Department of Revenue & 
Finance, which is now seeking to en- 
force its own long-arm sales tax stat- 
ute, "We take the position that be- 
cause of computerization and the 
modernization of marketing, an 
'economic' nexus should count as 
much as a physical nexus." 

Such a taxing principle could create 
administrative chaos. Most mail-or- 

The closely watched 
California state sales tax 
case questions whether 
long-arm taxing statutes 
violate the commerce and 
due process clauses of the 
Constitution. 

der houses require customers to com- 
pute their own sales taxes when com- 
pleting order forms. Unless that cus- 
tomer is an expert in tax law, the 
result is likely to be a shoppers' night- 
mare. For one thing, sales taxes vary 
widely not only from state to state but 
often from city to city within a state. 
In New York State, for example, the 
base state sales tax is 4%; local taxes, 
however, vary from county to county. 
Thus, a customer in Delhi, N.Y. pays 
only 4% sales tax while a customer in 
New York City pays &lA%. Add in the 
myriad rules and exemptions involv- 
ing most sales taxes, and the potential 
for error is enormous. 

Collecting these long-arm taxes can 
be costly and time-consuming for 
mail-order houses as well. Says Fred 
Hochberg, chief operating officer of 
Lillian Vernon Corp., a New York- 
based specialty-gift mail-order house, 
"Since I can't afford to write a cus- 
tomer a claim letter if he's off by, say, 
$1.17, I'll have to swallow the differ- 
ence and pay the correct amount to 
the government myself." 

But administrative miseries are 
really the least of it. The fundamental 
issue in these long-arm taxing stat- 
utes is whether state governments 
can solve their budgetary woes by 
overriding the Constitution and im- 
pinging on the free flow of commerce. 
Instead of seeking new sources of rev- 
enue, better the states should simply 
cut their spending. ■ 
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IN PARADISE 
A island paradise that offers 

you total relaxation plus the 
thrill of discovery. Stroll 
pristine beaches. Go fishing for 
the big ones. Sun yourself by our 
pool or scuba in waters renowned 
for the splendor of their tropical 
fish. On Forbes Magazine's 
LAUCALA ISLAND, all the choices 
are yours. 
BUT JUST FOR A FEW ... 

1 Forbes loves its private Fiji 
island, and we think you will, too. 
So we've put out the welcome 
mat, but only for a few at a time. 
We'll take up to 8 guests, for 7 
nights and 8 days. Cost is $2,150 

&m 
TL 

per person, which includes 4 
days of tropical fishing plus all 
meals, lodging and a round-trip 
flight between Laucala and Nadi 
International Airport (on the 
main island). It's the "in" place to 
go, away from the cold, the traf- 
fic, the noise, the hassle. Service 
with a smile and no tipping. 
For information please write: 
Fiji Manager   »R5 
Attn: Errol Ryland 
Fort Garland, CO 81133 
or call (719) 379-3263 

Lower costs mean higher yields 

WHY VANGUARD'S 
MONEY MARKET YIELDS ARE 

CONSISTENTLY HIGHER 
You can earn higher yields— 

without sacrificing quality or safety 
—with any of Vanguard Money 
Market Reserves portfolios. 

Why? In money market funds, 
other things being equal, lower 
costs mean higher yields. And 
Vanguard's costs are among the 
lowest in the fund industry. 

For example, Reserves' Prime 
Portfolio's annual operating costs, 
as a percentage of net assets, are 
more than one half lower than 
average money market funds 
(0.33% vs. 0.78%*). We pass along 
the savings to you in higher yields. 

Minimum investment in this 
no-load Fund: $3,000; $500 for 
IRAs. 
"Lipper-Directors" Analytical Data, Winter '88. 

Call 1-800-662-SHIP 
Any Hour, Any Day For A Free 

Money Market Information Kit 

r Please send me a free Money Market 
Information Kit containing a prospec- 
tus with more complete information on 
advisory fees, distribution charges and 
other expenses. 1 will read it carefully 
before I invest or send money. I'd also 
like information on: 
D IRA(71)   □ Keogh/Pension(70) 

Vanguard Money Market Reserves 
Investor Information Dept 30 

Valley Forge, Pennsylvania 19482 
Name  
Address  
City  
State Zip — 

'"I 
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Why do so many new stock issues perform 
so miserably? One reason is that Wall Street 
prices them too high too often. 

But the client 
is delighted 

Pjiruk McDonnell 

By Richard L. Stern 
and Charles M. Bartlett Jr. 

A TRUE TALE of Wall Street: When 
the very prominent head of a 

■ major investment banking 
house called a meeting of his New 
York brokers a few years back, the 
brokers figured he wanted to apolo- 
gize. On the basis of rosy research 
reports from their own investment 
banking department and its corporate 
client, the brokers had put customers 

into a large new stock offering that 
collapsed within a week of issue be- 
cause of sudden bad news from the 
company. Now the investors were 
screaming bloody murder. 

Instead of apologizing to his bro- 
kers, however, their boss smiled and 
thanked them profusely for the fine 
job they had all done in placing the 
issue. "I want you to know," he said, 
"the client is delighted." 

The moral of this story couldn't be 
plainer. Too often, when an under- 

Price and performance 
All new stock issues between 1982 and 1987, priced at $5 or more, were 
ranked by price/earnings multiple. Note that the group issued at a 
multiple of 15 or below showed the biggest gain in market value. 

Number              Average              1 
of                     market 

P/F range                                                ues                  value 

ssues that outperformed 
Jjf, D cn/i 

number % of total 

15.0                                                      447                   +41.7% 175 39% 

15.01 to                                                 340                   +16.1 98 29 
30.01 to 2                                                                         _0 7 35 17 

negor > 250.00*                                                            -18.8 52 22 

"Negative means                                                                  brought publ K 

writer brings a stock to the public, its 
chief concern is the company issuing 
it, not the small investor buying it. 

Conflicting interests are in play 
when a new stock comes your way. 
The issuing company, of course, 
wants the highest price possible. The 
investor wants the possibility of a de- 
cent return. In between is the under- 
writer, which all too often cannot af- 
ford to be a truly disinterested middle- 
man. If it doesn't price a new issue to 
the client's liking, the underwriter 
risks losing the offering to another 
firm that will. True, an investor 
burned once may not be keen to buy 
twice from an underwriter. But there 
are a lot more investors out there than 
companies issuing stock. 

Our latest look at the performance 
of new stock issues, working with the 
unique database on new issues devel- 
oped by FORBES in 1986, illustrates 
this bias clearly. We analyzed the rela- 
tionship between the price/earnings 
ratio a new stock carried when issued 
and its subsequent performance. We 
had suspected that the higher the P/E, 
the more likely the stock was over- 
priced—that is, the worse it would 
perform over time. Suspicion con- 
firmed. Confirmed, too, was the con- 
verse of that proposition: The lower 
the P/E at issue, the better the oppor- 
tunity for investors to make money in 
a new stock. 

We realize, of course, that a stock's 
trading multiple is only one gauge of 
its investment potential. An intelli- 
gent investor looks at a company's 
health in several different ways before 
buying its stock. At the same time, 
P/ES can be a valuable, quick short- 
hand. Consider the table (p. 132) that 
ranks investment banks according to 
the percentage of their new issues 
that outperformed the Standard & 
Poor's 500 stock index. The table 
shows that in almost every case, a 
firm's best-performing issues had 
lower average P/ES than the total uni- 
verse of its new issues. (We consid- 
ered only investment bankers that 
brought out ten issues or more.) 

We studied new issues that came 
public between January 1982 and De- 
cember 1987. We didn't use 1988 be- 
cause we wanted new stocks that had 
seasoned a bit. And we also wanted to 
shun junk—patently high-risk offer- 
ings. So we tracked only those issues 
that raised at least $5 million and 
went public for at least $5 a share. We 
were able to track down P/ES for 1,236 
such issues, slightly more than 70% 
of the total issued. We measure their 
performance against the s&p from the 
date each stock went public. As the 
table at left shows, 39% of the 447 
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LIFE AT 
ITS BEST 

For the last 50 years Northwestern 
Mutual Life has ranked first in dividend 

performance for its policyowners more times 
than any other company. For more information, call 
THE CHRISMAN AGENCY, 6400 Canoga Avenue, 

Woodland Hills, CA 91367, 
818/887-9191. 

Northwestern 
Mutual Life 
The Quiet Company* 

Source;  An NML study of 20-year interest-adjusted costs for comparable Ordinary Life policies as published by 
Flitcraft Compend and Best's Flitcrart Compend. Dividends are not an estimate or guarantee of future results. 

* 1989 The Northwestern Mutual Life Insurance Co., Milwaukee, WI. 



Top ten investment banks 
The firms that put out at least ten new issues between 1982 and 1987 were 
ranked according to how well their issues did relative to the S&P 500 in that 
period. Note that the best-performing new stocks had lower price/earnings 
multiples as a group than the total number issued as a group. 

Total 
number 

Underwriter               of issues 
Average 

P/E' 

Issues that outperformed 
 the S&P 500  

% of          total        average 
number     number         P/E 

Issues with P/Es 
under 0 or > 250 

% outper 
total      S&P 500 

1 First Albany 10 13 70% 7 11 1 0% 

2 Morgan Stanley 54 36 46 25 28 6 33 

3 Thomson McKinnon 13 17 46 6 8 1 100 

4 William Blair 35 16 46 16 12 1 0 

5 Butcher & Singer 13 14 46 6 13 1 100 

6 First Boston 53 27 45 24 26 5 20 

7 JC Bradford 16 22 44 7 22 4 0 

8 Goldman, Sachs 74 24 43 32 15 5 0 

9 Blunt Ellis & Loewi 19 15 42 8 14 1 100 

10 lanney Montgomery 10 12 40 4 13 0 0 

Worst six investment banks 
1 DH Blair 13 13 8% 1 none 8 13% 

2 Rotan Mosle1 11 24 9 1 37 3 0 

3 Rooney, Pace2 12 26 17 2 14 3 0 

4 Bateman Eichler 11 14 18 2 3 2 0 

5 Hambrecht & Quist 72 44 18 13 17 13 8 

6 Eppler Guerin 11 38 18 2 111 2 0 

"Includes P/Es for 1,236 companies 
for Chapter 11 

or 71% of those brought public    'Division of PaineWebber   2Filed 
Sources: Security Data Co, Wilshire Associates- FORBES 

issues that had P/E ratios no higher 
than 15—that is, the most reason- 
ably priced ones—outperformed the 
s&p 500. 

Price/earnings ratios also provided 
the key to understanding which un- 
derwriting firms provided the best 
merchandise from an investor's point 
of view. Albany-based First Albany 
Corp. had the best new-issue record, 
and one of the lowest average P/ES (see 

box). Seven of the ten issues it brought 
out in the period performed at least as 
well as the s&p, and their average P/E 
was 11. 

Number-two-placed Morgan Stan- 
ley would at first glance seem to be an 
exception to the rule about perfor- 
mance and lower P/ES. But it isn't. Its 
54 issues had a P/E of about 36. The 25 
issues that outperformed the s&p had 
an average P/E of 28—still pretty high. 

But, in fact, if you pulled out of Mor- 
gan Stanley's 25 winners 2 stocks that 
distorted the average because of their 
extremely high P/ES, Silicon Graphics 
and Tri-Star Pictures, the remaining 
23 stocks would have an average P/E 
of 16. 

San Francisco-based Hambrecht & 
Quist, known for high-tech issues, 
supports our case on the downside. It 
ranked 53rd among our 57 investment 
banks. Its new issues had an average 
P/E of 44. But its 13 best performers 
had an average P/E of 17. Of the 13 
issues it brought public with a P/E of 
250 or more or with no earnings at all, 
there was only 1 winner. 

The worst-performing firm? New 
York City-based D.H. Blair, known 
for risky issues. Only 1 of its 13 issues 
beat the s&p. D.H. Blair's record also 
illustrates the risks of buying new 
issues in companies that are losing 
money. In all, 7 issues it brought pub- 
lic with negative earnings did worse 
than the s&p. But none of the issues 
brought public with positive earnings 
outperformed the market. Conclu- 
sion: Know your broker's record. 

Another conclusion: When the 
stock market is roaring, investors ap- 
pear more willing to take whatever 
Wall Street is serving up. According to 
our database, in years like 1983, when 
the public appetite was strong for new 
issues,the s&p's average P/E was 12.5, 
but the average new-issue multiple 
was 32. In 1985, as investors' appe- 
tites for new issues declined, the aver- 
age new-issue P/E fell to 20 (versus 
12.5 again for the s&p). 

"When the ducks quack, feed 
them" is one of Wall Street's more 
cynical cliches, used to explain why it 
keeps offering so much overpriced 
merchandise. Small wonder, then, if 
the ducks disappear when the market 
is feeding on them. ■ 

"We figure out what makes sense" 

Y'ou make your reputation by the deals you don't 
do." That's George McNamee talking, the 42-year- 

old chairman and president of First Albany Corp., based 
in New York's state capital. As the table above shows, 
First Albany is the top-performing underwriter in 
FORBES' latest study of the new-issue market. This time 

ranked investment bankers that brought out ten 
new issues or more, priced at $5 or more, between 1982 
and 1987. An impressive 70% of the ten new issues 
Pirsl Albany brought to market in that period did better 
than the St x Poor's 500. As of Jan. 13, nine of 
ten wt v than their offering price. 

First Alb^r:) eal clunker, Westerbeke, 
an Avon, M,: ■ tuc t urer of marine engines, 
off nearly 8 . ist 1986 offering price. 
Major parts of its enj he F;ir East, so it 

has suffered from the rising yen, says McNamee. 
First Albany's biggest winner is Raymond Engineer- 

ing, a maker of such military equipment as computer- 
based weapons systems controllers, which went public 
in 1982 at IOV2 (adjusted for splits) and was acquired by 
Kaman Corp. in 1986 at $30 a share. 

With 28 offices in New York, Massachusetts, New 
Hampshire, Vermont and Connecticut, First Albany 
concentrates on new issues from its own region. "We 
turn away a lot of deals, and some of them turn up at 
other firms," says McNamee. 

McNamee stays away from issues in which owners or 
venture capitalists are using the public markets to cash 
out by selling a lot of their own stock. First Albany, he 
says, prefers "corporate clients [who] want to be there 
for 10 and 20 years."—R.L.S. 
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AND COMMUNICATIONS 

"How," asked Charles Darwin some 130 
years ago, "have all those exquisite adap- 
tations of one part of the organization to 
another part, and to the conditions of life, 
and of one distinct organic being to 
another being, been perfected?" 

He called his answer "natural selec- 
tion' and in so doing launched the 
revolution we now call evolution. 

As the millehium we share with Mr. 
;Darwin comes to its end, another kind of 
natural selection is underway. It seems 
quite different, but it is, after all, about 
precisely the same matter: as Mr. Darwin 
so aptly put it, "There is a struggle for 
existence leading to the preservation of 
each profitable deviation of structure 
or instinct." 

It is the survival of the fittest in the Age 
of Information. 

"We've become a society driven 
largely by the rapid exchange of infor- 
mation," says DC. Staley, chairman of 
Nynex Corp. "Very few people, very few 
businesses, are unaffected by this major 
change in the way we live. The Age of 

Information is drawing all of us into one 
big network worldwide. We theiefore 
can't afford any kind of deficit that 
impedes the efficient use of information 
technology." 

Networking is complicated, thanks to a 
tremendous diversity of devices, users 
and connections. Those building corporate 
information networks — or corporate 
strategies based on information networks 
— face tough decisions not only about 
which products and services to use, but 
which tactics to implement. 

"You can't go around automating bad 
processes," states Frank Blount, president 
of AT&T's Network Operations Group. 
"For companies to achieve quality, 
they've got to be managed laterally, not 
vertically. This means integrating infor- 
mation technology with the corporate 
strategy." 

Standards can offer some help. Just 
as we all agree on the size of lightbulbs 
and the specifications of electrical outlets, 
so we are on the verge of establishing a 
variety of networking standards. The 
challenge lies not only in integrating new 
systems and technologies — also neces- 
sary is a bridge between old and new. 

EVOLUTION 
Technological breakthroughs have pro- 
duced greater memory and processing 
capability for computing devices, so 
users are discovering new kinds of appli- 
cations and functions for them. 

"The new generation of 32-bit single- 
user PCs and workstations are so power- 
ful that they've created a software 
vacuum," says Susan Messenheimer, 
president of AIM Consulting & Publica- 
tions, a Natick, Mass-based consulting 
firm specializing in artificial intelligence 
and other leading edge technologies. 
"The vacuum will be filled — is already 
beginning to be filled — with software pro- 
ducts that a tew years ago would have 
been considered science fiction. Over 
the next few years, the effect will be an 
explosion of complexity on the level of 
individual computing as well as 
organizationally." 

Meanwhile, the box is getting smaller, 
too — much smaller. More than 9 million 
business/professional PCs were bought 
last year, and about a million of these 



were laptops like those from NEC. 
These diminutive computers are just 

about as powerful as their full-sized 
counterparts. "There's a large group of 
end users who need a balance between 
power and portability," says Jim Bartlett, 
marketing manager for laptop computers 
at NEC Home Electronics. "Their appli- 
cations are sophisticated, yet they are 
also price-conscious, demanding all the 
functionality of a desktop at a competi- 
tive price." 

NEC's UltraLite laptop, with an NEC- 
proprietary CPU, certainly is portable — 
8 inches by 12 inches by 1.4 inches, and 
weighing just 4.4 pounds. Its features 
include a 600 by 400 pixel screen, 
graphics support, a full-size keyboard, 
an optional 3.5-inch disk drive, a one- or 
two-megabyte hard disk, a built-in battery, 
a built-in Hayes Microcomputer modem 
and a pricetag under $4,000. 

COMMUNICATING COMPUTERS 

Computers and communications. Once 
these were separate realms, but all that 
is changing as both the technology and 
users' needs evolve. 

These days, computer systems are 
running at midnight to receive messages 

ADVERTISEMENT 2 

from places where it's high noon. Infor- 
mation is microwaved across continents, 
bounced off satellites above the earth's 
atmosphere and shot through cables that 
cross entire oceans. Computers and 
communications systems work in tan- 
dem to move and process voice, data 
and video signals — the information 
which has become the lifeblood of 
our era. 

By 1992, according to International 
Data Corporation (which is the world's 
largest information industry market 
research organization and sister com- 
pany to CIO Publishing), there will be 
over 80 million personal computers 
at work in organizations worldwide. 
Increasingly, these machines will be 
linked to each other as well as to tens 
of millions of terminals, peripherals and 
larger computers. 
Local area networks 
Where once there was a hierarchy of 
computer communications — smaller 
computers were linked only to larger 
ones but rarely to each other — there 
are now emerging enterprise-wide net- 
works featuring peer-to-peer communi- 
cations. LAN vendors offer the connec- 
tivity enterprise-wide network users 
need. 

Three kinds of LAN systems have 
evolved: those operating in manufactur- 
ing environments; terminal/system LANs; 
and PC LANs. Larger users' need for 
LAN servers — the computers that 
manage the network — is being met by 
traditional minicomputer vendors like 

Prime Computer, whose powerful 
machines perform well as network 
servers and still offer the processing 
power necessary to act as a gateway 
or bridge to other networks. 

"Where once you had a terminal on 
the desk tied to a large, time-shared 
computer, now you have a PC," 
observes Tony Pringle, principal tech- 
nical consultant at Prime. "And most of 
these PCs are networked, so there are 
little enclaves of LANs everywhere. But 
the old data is still in the time-shared 
system, and people need to get to it." 

"Therefore," Pringle says, "the most 
immediate challenge for the minicom- 
puter vendor is to provide the necessary 
hooks from the minicomputer to the new 
environment and out again." 
Of bucks and bps 
One of the most popular ways to move 
information — especially between PCs 
— is via modems (modulator/ 
demodulators that convert data for 
transmission over standard telephone 
lines). Modem makers like NEC America 
and Hayes Microcomputer live by a 
fundamental truth: The faster data is 
transmitted, the less a user has to spend 
on telephone line charges. 

Just a few years ago, a modem that 
transmitted 2,400 bits per second (bps) 
was a speed demon, and these devices 
sold for around $1,000. Now, even 
9,600-bps modems, which cost less than 
$2,000, are eating the dust of 14,400-bps 
and 19,200-bps modems. 

WATCH OUT DEADBEATS! 
MODEMS HAVE YOUR 
NUMBER 

A national dial-up network to help 
independent collection agencies 
force debtors to ante up? That's what 
Adams, Baker & Doyle Holding Co., 
a New Orleans-based commercial 
collection company, has done with 
measurable success. So far, 30 inde- 
pendent collection agencies have 
signed onto the company's network. 

Since it is a maxim in the collection 
business that debtors respond to a 
local company's requests but tend to 
ignore those with distant addresses, 
Adams. Saker & Doyle saw potential 
in the idea to network collection 
agencies. 

The stni^gy is to locate an indepen- 
dent collet (Ion agency with a solid 
repu'~ teographical 
ares ce outside Its 
territt company is 
interests /is formed 
under Ac. v Doy,'-? 

management that enjoys access to 
the Adams, Baker & Doyle database. 

Every agency on the network has a 
personal computer running a software 
program designed for collection 
agencies. Each agency's system also 
includes a Hayes Microcomputer 
2,400-bits-per-second modem and 
communications software. The 
modem is used to communicate the 
activity of the day — outstanding 
debts, new debts, closed accounts, 
etc. — to the main system in New 
Orleans, which reviews the informa- 
tion. For each new account, the 
system determines which of its local 
agencies is closest to any new debtor 
account and relays the necessary 
information over the network. 

Local collection agencies that have 
signed on offer high praise for the 

concept. "You hate to promise a 
client something and not be able to 
deliver," says Ray Robertson, presi- 
dent of the Waukegan, III. branch. 
"Now we can deliver." 

The network has helped boost the 
number of collected debts to 35%, 
up from 29%, and the company plans 
to have 50 offices on-line by the end 
of 1989s first quarter. 



THE HAYES SMARTMODEM 1200.™ Perfect for the home office or 
when you have to bring the office home. 

THE HAYES V-SERIES SMARTMODEM 2400.™ With data compres- 
sion delivers 4800 bps and beyond with error-control over dial-up 
lines. PC-to-PC or PC-to-Host. 

THE HAYES SMARTMODEM 2400™Higher speeds for business. Plus 
the ability to go from PC to any synchronous or asynchronous Host. 

THE HAYES V-SERIES SMARTMODEM 9600™ Throughput of 19.200 
bps with error-control. PC-to-PC PC-to-Host. Or PC-to-LAN. Over dial- 
up lines. © 1989 Hayes Microcomputer Products, lnc 

NO ONE MODEM IS RIGHT FOR EVERYBODY. 
UNLESS IT'S A HASTES. 

At Hayes we make a number of different modems. Stand-alone and internal. No one is right for everyone, but 
one is right for you. 

Whether your communication needs are PC-to-PC, PC-to-Host, or PC-to-Network. we have the modem that 
will best address the specific tasks you need completed. 

And we have the perfect companion software, because we design 
it ourselves. Our Smartcom family of software offers a full range of 
capabilities that will satisfy the communication needs of both the 
power user and the novice. 

We've also created peripheral and enhancement products 
designed to expand your system and improve its overall performance.     '^W 

The sum of these products is a company that provides users total solutions to all their communication prob- 
lems. Using ordinary dial-up phone lines. 

So while it's not true that one modem is right for everybody, it may very well be true that one modem 
maker is. 
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For your nearest Hayes dealer, call 800-635-1225- Hayes Microcomputer Products. Inc.. PO. Box 105203. Atlanta. GA 30343. Hays 
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1034 AM 
NEC helps the Chicago Police solve 
a fifteen-year-old murder mystery. 

An unresolved murder baffled the Chicago 
Police. It sat in their files year after year with only a 
single clue: fingerprints lifted from the victim's car. 

The prints proved useless — until detectives 
put NEC's revolutionary Automated Fingerprint 
Identification System (AFIS) on the case. 
Within 20 minutes, a suspect who had gotten 
away with murder for 15 years was identified. 
He was later arrested. The quality and reliability 
of this around-the-clock system has so impressed Illinois authorities 
they're installing a fingerprint network across the entire state. Since 
its introduction, the system has been instrumental in identifying over 
16,000 suspects throughout the U.S. 

For years, NEC quality has reached far beyond law enforcement, 
into every corner of America. YDU'11 find the quality products of NEC 
in corporations large and small. In public and private institutions. 
And in homes across the country. Everywhere you look, NEC quality 
is proving itself. Every minute of every day. 

SEC 
Quality That Proves Itself* 

Communications • Computers ♦ Electron Devices • Home Electronics 



Mail electronic-style 
Computer-based messaging — better 
known as electronic mail — is changing 
office lifestyles, since its users can leave 
complex messages without fear of 
miscommunication. 

"More and more multi-user office 
systems are being installed," points out 
Robert Amman, president and CEO of 
Western Union, "so the demand for 
rapid, convenient transfer of documents 
is increasing, and the use of fax is 
growing." 

Several types of electronic mail capa- 
bility are available. Local area networks 
frequently deliver intra-office electronic 
mail. Integrated office system software, 
such as Western Union's OfficeAccess, 
offer a combination of capabilities led 
by electronic mail. Minicomputer maker 
Prime Computer and VAN provider 
Dialcom Inc. market internal message 
switching as well as VAN services on 
Prime's 50 Series superminicomputers. 

Another form of electronic mail, often 
called electronic document interchange, 
occurs between organizations through 
public networks like Western Union's Easy- 
Link and AT&T Mail, and packet switching 
systems and value added network (VAN) 
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services such as AT&T's Accunet and 
McDonnell Douglas' Tymnet. 

These public networks often provide 
access to online databases, too. Users 
of EasyLink's InfoMaster information 
retrieval service, for instance, can tap 
information available from over a dozen 
database vendors. 
Facsimile 
Transmission speeds have soared and 
costs have plunged. Vendors have added 
convenience features that make fax easy 
to use. Little wonder that sales of facsimile 
devices have taken off. A fax machine is 
now considered essential office gear 
and more and more larger organizations 
have installed fax networks. 

Facsimile machines are available from 
NEC Omnifax/Telautograph Corp., and 
AT&T, among many others. Most fax 
devices now transmit a page in a minute 
or less. NEC's NEFax 20 and AT&T's 
35100 transmit a page in less than 20 
seconds. There are other ways to fax 
information, too. Western Union's 
EasyLink service will deliver messages 
from EasyLink terminals to fax machines. 
Facsimile capability is also being inte- 
grated into PCs via PC-fax boards. Inter- 
national Data Corp. expects that by 1991 
over 300,000 PC-fax links will be installed 
in the U.S. 

"Fax is not glamorous," says Frank 
May, vice president of marketing at 
Ommfax/telautograph Corp., "but it's 
easy to use. It's faster, cheaper, and 
more reliable and accurate than the 
phone or mail. There is no rekeying 

necessary, which means no mistakes, 
no transposing of numbers." 

INTEGRATING VOICE AND DATA 

Telephones are also evolving. They no 
longer just transmit and receive simple 
sounds; now they are conduits for data, 
text, photographs, video. Telephones are 
even networked for simultaneous commu- 
nication in two or more of these media. 
Telecommunications services 
A $55-billion-a-year business, the provi- 
sion of telecommunications services has 
undergone major change since the de- 
regulation of AT&T some five years ago. 
Now this business is highly competitive, 
and firms like U.S. Sprint and the regional 
Bell-operating companies offer a variety 
of alternatives. 

Sprint's switched 56KB service, for 
instance, offers users high-speed digital 
data transmission capability, video links 
and other digital transmission capacity 
for nearly the same price as a voice call. 
Sprint's Fonline 800 offers smaller 
customers 800-number lines. 

"Any business in the country wanting 
an 800 number can have one," says 
David Holland, U.S. Sprint's executive 
vice president of sales and marketing. 
"Products are available that meet the 
needs of all sizes of business." 

And Nynex is participating in the 
development of Empire Net, a custom- 
designed $180 million digital voice/data 
network that will connect some 8,000 

THE NETWORK CAME 
JUST IN TIME 

Utilizing phone lines from AT&T 
and a 6550 superminicomputer from 
Prime Computer, an 11-year-old 
Watsonville, Cal. transportation com- 
pany has implemented a new service 
that ensures customers get their 
inventory shipments just in time to 
meet their manufacturing deadlines. 

Skyway Freight Systems, Inc. has 
provided its customers with direct 
access to (he Skyway network via an 
800 number. Customers need only a 
dumb terminal and a modem to 
retrieve delivery information, make 

changes to the schedules, and/or 
delay shipments. According to chief 
operating officer Robert Baker, "In 
the just-in-time environment, the 
value of information is heightened." 

According to Skyway, customers 
use their terminals and modems to tap 
into the on-line database of constantly 

updated shipment information. The 
Skyway network also provides custo- 
mers access to its internal electronic 
mail system so customers can reach 
the particular Skyway employee they 
need. And because many Skyway cus- 
tomers just happen to be suppliers to 
still other Skyway customers, the 
electronic message system can be 
used to place and confirm orders 
among themselves. 

■' We are not just truckers or airplane 
owners," said company president, 
James Watson. "We use communica- 
tions and information systems to help 
our customers manage their inventory. 
Then we use trucks and planes." 



Performance 
Beyond Your 
Expectations. 

Untangling your energy management problems 
before they tie up your facility. 

Johnson Controls energy 
management system achieves 
annual cost avoidance of 
$130,000, pays for itself in nine 
months and improves comfort 
levels for Monroe County 
Community School Corp., 
Bloomington, IN. 

When you hear complaints 
about comfort, see your 
utility bills go up, or your 
building's equipment go 
down, you know you have 
an energy management 
problem. 

If your facility is more 
than 10 years old, you may 
have less obvious problems. 
Aging equipment, outmoded 
technology and changing 
building usage may be the 
culprits. 

Johnson Controls brings 
over 100 years of experience 
in recognizing and solving 
these money-wasting prob- 

lems. We're sensitive to the 
unique energy management 
requirements of your facility, 
whether it's a hospital, re- 
tail store, warehouse, school, 
or office building of any size 

We can design and im- 
plement solutions that 
provide greater cost-effec- 
tiveness with no compromise 
in occupant comfort. And 
you'll take comfort in the 
prompt payback of your 
investment and our flexible 
financing packages. 

Don't wait for an energy 

management crisis before 
you call Johnson Controls. 
Call now at 1-800-972-8040 
and avoid one In Wisconsin, 
call 1-800-472-6533. Or 
write, Johnson Controls, 
Systems and Services Divi- 
sion, C19, Milwaukee WI 
53201-0423. 

© 1989 Johnson Controls. Inc 
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Every day, buses from the Regional 

Transportation District make 171,000 
commuters disappear from bus stops 
throughout the greater Denver area. 
That's more than 43 million riders 
every year. 

And how do they manage to keep 
things running smoothly? 

With the help of computer systems 

from Prime. 
We provided the RID witli 

capacity to handle more than! 
telephone requests a day for m 
uling and information. Provicf 
specific details on all 2,300 mis 
routes at the touch of a button 

The system can also schedfc 
routine maintenance for the RTi 
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•EAR INTO THIN AIR 
*r 700 buses. So when a bus needs a tune-up, 
ltdre schedule won't break down. We even 
ied a powerful system which organizes 
nal and human resource management 
e KID is proud of the efficient transportation 
rs. And their success is part of our success, 
is a Fortune 500 company with annual 

ues of over $1.5 billion. 
rou'd like to know how Prime can give you 

more than token results, call us at 1-800-343-2540 
(In Canada, 1-800-268-4700). 

Prime. We can give you a lift. 

Prime 
Prime Computer Inc. 
Prime and the Johnson & Johnson Family of Companies are proud 
co-sponsois of the PBS series NOVA 
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for instance, handles as many as 464 
lines and 3,200 busy-hour call attempts, 
and the firm's Electra Mark II hybrid PBX 
boasts integrated voice messaging. 

New York State agencies. Empire Net, 
which includes software and network 
management systems, is expected 
to save the state $150 million over 
five years. 
PBXs crossbreed 
While equipment like automatic call 
distributors (ACDs) and electronic key 
systems invade territory that was once 
the province of private branch exchanges, 
PBX gear itself is now being designed 
for smaller firms. 

PBXs with integrated ACDs that can 
handle large volumes of incoming calls, 
and hybrid key systems that combine the 
features of PBXs and such key system 
capabilities as conference calling, call 
forwarding and speed/automatic redial- 
ing are now widely available. 

Computer capability is also incorpor- 
ated into PBXs. These hybrid PBXs, 
which also carry smaller price tags, can 
be linked with computer systems and 
peripherals and integrated with local 
area networks — all through standard 
telephone lines. NEC America's SIM PBX, 

(R)EVOLUTION 
Better quality, greater capacity and 
boosts in cost-efficiency are at hand 
because of newly developed transmis- 
sion capabilities, network control systems 
and software. Certainly, these new tech- 
nologies make buying decisions tougher 
— but they also offer the prospect of 
discovering new applications. 

SMART BUILDINGS 

A combination of building automation, 
telecommunications and office auto- 
mation now allows a single integrated 
facilities management system to oversee 
a building's energy, fire alarm, security 
and maintenance needs. 

Johnson Controls' JC/85 system, for 
instance, performs complex heating, vent- 
ilating, air conditioning, security, lighting, 
fire and maintenance control functions. 
The system can be configured for any 
building and can even be PC-based. 

"Building elements or systems are 
integrated when they use and respond 
to shared data,'' says Johnson Controls' 
vice president of marketing, Ronald 
Caffrey, "and this provides benefits to a 

building's occupants as well as cost 
savings." 

"For instance," Caffrey explains, "if 
information is received by the fire alarm's 
smoke detectors, it not only activates that 
system — sounding alarms, turning on 
sprinklers and calling the fire department 
— but automatically switches on lights to 
illuminate exit routes, returns elevators to 
the lobby and prevents their general use, 
unlocks doors and windows, and turns 
on exhaust fans to eliminate smoke." 

SMART NETWORKS 
Information networks must provide users 
with greater control of their communica- 
tions resources and a wider range of 
communications and computing choices 
— including hybrid systems that boast all 
the features of private and public 
networks. 

The multi-vendor computing environ- 
ments with which networks must cope 
are a result of the decentralization of 
processing power. An army of personal 
computers, technical workstations and 
minicomputers — as well as massive 
numbers of peripherals — has spawned 
a need for networking protocols and 
standards that help users manage all 
their machines through one common 
network management system. 

SMART ENERGY MANAGEMENT 
GENERATES BIG SAVINGS 

Managing the energy needs of the city 
ofSouthfield, Mich.'s 350,000-square- 
foot Civic Center Complex is no small 
task. The complex has six buildings, 
an arena, a pavillion, a heated pool 
and a year-round ice rink — all con- 
structed at various times between 
1963 and 1980. 

Saving some 18% on the complex 
center's yearly $500,000 energy bill 
might be considered a pipedream. 
But that's just what Carol L. Glick, 
energy analyst for the City of South- 
field, is doing — with the help of a 
PC-based JC/85 energy management 
system from Johnson Controls. 

According to Glick. the JC/85 
provides programmed starting and 
stopping of equipment that used to 
run round the clock at the complex. 
Another standard feature that saves 
energy and reduces costs is the delay 
of mechanical systems start-up each 
morning so that the comfort levels are 
reached only as the first occupants 
arrive. The system also prevents over- 
conditioning of zones and determines 
whether outdoor or recirculated air 
would be most efficient. 

The system is a real plus, Glick says, 
' Because it permits us to maximize 
the effectiveness of our energy strat- 
egy by programming the computer." 

' 'For example, a night-time purge 
using outside air is done automatically 
with air handling units on a system- 
by-system basis according to outdoor 
temperatures. And we're expanding 
and fine-tuning other energy manage- 
ment features, such as demand 
limiting, to offset our continually 
increasing electric rates." 

Because of the JC/85's dial-up 
feature, Glick can operate the system 
from her home. If she is notified that 
an after-hours meeting is running later 
than the scheduled time, she uses the 
phone to override programs so that 
the buildings are comfortable while 
occupied. 

"We look for comfort as well as 
energy savings," she notes. 

In addition, the dial-up modem lets 
Glick check the status of the system 
at any time of day or night. 

"The dial-up modem permits me to 
make changes as necessary, so I don't 
spend time fretting about what's 
going on anymore. The system allows 
us to zero in on a trouble spot before 
it creates a major problem, to pinpoint 
an equipment breakdown before it 
becomes a crisis. "That," she reports, 
"is a major relief." 

Meanwhile, the City of Southfield is 
considering plans to expand its 
JC/85 System to control lighting. 



Good help isn't hard to find. It's waiting 
in line at the fax machine. 

Does it ever seem like the people who work for 
you are spending more time at the fax machine 
and less time at their desks? 

With Western Union's OfficeAccess3* software 
and electronic messaging services you can keep 
them out of the fax lines. It allows anyone in 
your office to send fax directly from the desktop 

terminal where the message was composed. 
With OfficeAccess software on your current 

terminal system, you can communicate with 
your customers, your suppliers, your field offices 
and the general public through electronic mail, 
telex, and Western Union's Priority Mail Serv- 
icesf as well as fax. And you can do it all from 
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any terminal in your office. 
Whether you're using IBM, DEC, Wang, Apple 

or almost any other system, OfficeAccess can give 
you a smarter, more efficient office. 

Call Western Union at 1-800-247-1373, Dept. 
110. And find out how to help your bottom line by 
keeping your employees out of the fax line. 
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"The fact is," says Prime Computer's 
Pringle, "that minicomputer vendors have 
a good handle on the services that users 
require — we've been providing them 
right along. But instead of providing them 
in one big, expensive, general-purpose 
box, in the future we'll be providing them 
in smaller, less expensive boxes optimized 
for the specific tasks they perform and 
linked in a network." 

SMART SOFTWARE 
The vast complexity of networked 
systems — not to mention the complexity 
of end-user applications themselves — 
promises a software renaissance. 

"People often say we need 'intelligent' 
software to cope with complex problems 
like controlling networked systems," says 
AIM Consultmg's Messenheimer "It's 
important to understand that 'intelligent' 
software is really a program incorporating 
expertise in a particular domain. That 
expertise can be questioned, learned 
from, updated. It can be tied into other 
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systems to trigger — or stop — certain 
other events. Its potential is enormous. 
No one involved in the information 
business will escape it. Pretty soon, no 
one will want to." 

This is artificial intelligence (Al) and, 
more and more, its techniques are being 
used to develop software that diagnoses 
system failures, maintains large data cen- 
ters, and helps programmers generate 
better programs in less time. 

Most major corporations have put 
resident Al specialists to work on their 
most recalcitrant problems and many 
are committing to Al-based systems that 
transform inexperienced workers into ex- 
pert employees. 

OPTICAL OPPORTUNITIES 
Since a single optical fiber can, at least 
theoretically, carry 2.5 trillion bits of data 
per second, fiber-optic information 
transmission offers high capacity, low bit 
error rate and low attenuation — just 
what long-distance phone lines need. 

Because of its high bandwidth, fiber- 
optic cable is also achieving popularity 
as a point-to-point computer intercon- 
nection, especially in local area networks. 
Fiber optics has become so important to 
LANs that a LAN standard for fiber — 
FDDI (Fiber Distributed Data Interface) 

Encore performance. 
When it comes to fax quality, nothing outperforms Omnifax. Typed 

documents, charts, diagrams, even photographs are reproduced in 
nea^ictuit-perfect detail. Plus, it has all the latest features that 
mafe:d0eunients as easy to fax as they are to 
reB'■ Fbrmottdetails and a free booklet, 
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— is being developed. 
Telecommunications firms are inter- 

ested in fiber optics, too. Nynex, along 
with AT&T Network Systems, is experiment- 
ing with fiber optics for transmission of 
high-speed data network services. And 
U.S. Sprint boasts an "all-fiber" network 
consisting of 23,000 route miles 

Little wonder that those who build and 
operate fiber-optic transmission facilities, 
like Western Union's Advanced Transmis- 
sion Systems, have done well in the last 
few years. 

NEXT. . .ISDN 
The need for information networks is so 
great that full network connectivity now 
looms on the horizon. 

The Integrated Services Digital Network 
is an internationally endorsed digital 
standard that will provide the ultimate 
in end-to-end digital connectivity as it is 
implemented over the next decade. 
ISDN will be able to handle every form of 
digital communication — data exchange, 
electronic mail, facsimile, telex, telegraph, 
telephony, broadcast video, videophone 
and high-definition television. 

A growing list of vendors — among 
them Hayes Microcomputer, AT&T and a 
number of the Bell regional holding 
companies, like Nynex — have an- 
nounced intentions to provide ISDN pro- 
ducts or services. 

ISDN's promise is spectacular indeed 
— genuinely seamless communication 
of information, no matter the medium or 
the equipment. 

INFORMATION NETWORKS: LINKING 
COMPUTERS AND COMMUNICATIONS 
was prepared by CIO Publishing, Inc., 
Framingham, Mass., which is solely 
responsible for its content, under the 
direction of Joseph L. Levy. Written 
by: Carol Weiszmann. Graphics by: 
Gael Burns. 

This White Paper to Management is 
part of a continuing series produced 
by CIO for FORBES. Other White 
Papers to be published in 1989: 

• June 12 - OFFICE SYSTEMS FOR 
THE 90s: TYING IT ALL TOGETHER. 
Ads close April 17. 

• September 18 - GLOBAL COMPUT- 
ERS AND COMMUNICATIONS: 
STRATEGIES FOR THE 90s. Ads close 
July 24. 

• November 27 - PERSONAL COMPUT- 
ING: NETWORKING THE OFFICE. 
Ads close October 2. 
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Computers/ 
Communications 

In the beginning was mass marketing. 
Then targeted marketing. Now, telephone 
lines and computer memories are usher- 
ing in one-on-one marketing. 

Relationship 
marketing 

By Gary Slutsker 

"I'M JIM PECK, and this is . . . Hotline. 
To play our game, just pick up your 
phone and call the 900 number flash- 
ing on the TV screen. Answer today's 
questions and you could become an 

instant winner of valuable merchan- 
dise and cash prizes. Varma, tell the 
folks about our terrific prizes. . . ." 

Welcome to the future possibilities 
of interactive television, in which the 
former couch potato becomes an ac- 
tive participant—and thus a better 

sales prospect. Think of it as Home 
Shopping Network: The Sequel. Two 
technologies make interactive TV pos- 
sible. One is a special-purpose com- 
puter that can respond to hundreds of 
thousands of phone calls in the space 
of a half-hour show. The other is a 
new style of software called relational 
databases, a powerful tool for organiz- 
ing facts about millions of customers 
(FORBES, Sept. 19, 1988). Think of Mad- 
ison Avenue as home of the creative 
types? Some of the real creativity in 
marketing is now coming from soft- 
ware programmers and engineers. 

Says Kenneth Jones, president of 
Automated Call Processing, a San 
Francisco firm that develops telemar- 
keting voice response systems: "The 
cost of telephone response is getting 
so low that in the future big market- 
ing companies may even stop using 
the post office." 

Hotline, which MGM/UA Telecom- 
munications demonstrated at a recent 
TV trade show, may be the first in 
what promises to be a new category of 
TV shows. Merv Griffin is working on 
an interactive game show, and Capi- 
tal Cities/ABC is planning to use inter- 
active 900 numbers to improve rat- 
ings in everything from its Academy 
Awards show to news programs. 

The 900 area code, used for calls 
Chuck Nacko Picture Group 

Kenneth Jones of Automated Call Processing 
The real creativity in marketing is coming from computer programmers. 
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that generate both a toll charge for the 
long-distance company and a phone- 
company-billed fee for an outside ven- 
dor, is best known today for dial-a- 
pom services and singles gab lines. 
But consumer marketers see more po- 
tential in the special phone service. 
Companies like General Foods and 
RJR Nabisco, for instance, are viewing 
900 service as a lifeline connecting 
their customers to new detailed data- 
bases that will track their buying hab- 
its. "This new technology is making 
it possible for every company to have 
a direct relationship with the people 
who use its products and 
services," says Stan Rapp, 
cofounder of Rapp & Col- 
lins, part of the Omnicom 
direct marketing advertis- 
ing agency. 

The new interactive 
media became possible in 
March when AT&T intro- 
duced its interactive 900 
Multiquest service, MCI 
and U.S. Sprint will turn 
on their 900 numbers lat- 
er this year. Practically 
since AT&T first brought 
out 900 Dial-It service 
nine years ago, the num- 
bers have been used large- 
ly for porn and horoscope 
lines. But some of that 
seemingly lucrative busi- 
ness has backfired on tele- 
phone companies, which 
find the toll charges and 
vendor fees often uncol- 
lectible. Telesphere Inter- 
national, a small Chicago- 
area long-distance carrier, is hoping to 
grow beyond gab lines into direct mar- 
keting interactive 900 applications for 
just this reason. The company got 
burned holding the bag on receiv- 
ables. It never collected its cut be- 
cause some of the local phone compa- 
nies were unable to force the gab line 
promoters to pay. "So far, we haven't 
seen big volumes in the area [for di- 
rect marketing] like we have in the 
fun side of the business," says Dennis 
Houlihan, who is general manager of 
Telespherc's 900 service. "But that 
will come." 

The big volumes will come because 
the interactive technology permits 
consumer goods companies to contin- 
ue a long trend in ever more focused 
marketing. The mass marketing of 
yore gave way to the targeted market- 
ing of the  1980s, which in turn is 

beginning to yield to what Rapp calls 
"one-on-one marketing." That means 
computer programs that select direct 
mail prospects on the basis of data 
collected from the telephone system. 
It could be a lot cheaper than either 
conventional TV ads or the usual hit- 
or-miss junk mail. 

At the heart of interactive media is 
a curious fact: It is the touch-tone 
telephone—not the personal comput- 
er—with which Everyman prefers to 
enter and retrieve data. Combine that 
telephone with a computer capable of 
automatically responding to hundreds 
of thousands of calls per hour and 
capturing and manipulating data, and 
you've got a powerful selling tool. 

The technology for MGM/UA'S Hot- 
line was developed by First Data Re- 

David Caner 

Telesphere's Denny Houlihan 
Gab lines may seem lucrative, but you try to 

sources Interactive Technologies, a 
year-old startup half-owned by Amer- 
ican Express. The president of FDR 
Interactive is Ronald Katz, the inven- 
tor of the magnetic stripe on the back 
of credit cards and developer of a cred- 
it card verification system, which is 
now part of Telecredit, Inc. Katz had 
been working on a way to make TV 
entertainment and advertising inter- 
active since the early 1980s. The prob- 
lem: The systems set up to respond to 
incoming toll-free 800 numbers sim- 
ply weren't designed to handle large 
numbers of calls in a short time. 

"Large national promotions were 
never possible using live operator ser- 
vices," says Katz. FDR Interactive is 
building an answering system—for 
800 or 900 lines—capable of handling 
30,000 simultaneous calls and taking 
detailed messages,  like answers to 

Hotline's trivia quiz or a credit card 
order, and, with a bank of clerks, tran- 
scribing names and addresses spoken 
by callers. (The technology of com- 
puter voice recognition could have a 
powerful impact here.) Katz says that 
his system, by the end of this year, 
will be able to take up to 300,000 
phone calls in a half-hour. That would 
be enough for a hot item plugged on 
the Cosby Show. 

If Sears wants to move a warehouse 
full of toasters, it might well be able 
to do so instantly with a single TV ad 
and the automated telephone answer- 
ing service. Anyone calling Sears' na- 
tional 900 number would get a phone 
company bill for, say, $5 and a mailed 
coupon redeemable in a Sears store for 
that toaster. Not only will Katz' com- 

puter capture customer 
addresses—useful if, say, 
Sears wants to sign up 
more customers for its 
Discovery card—but it 
can put controls on the 
sale. If the toasters are a 
loss leader, it could en- 
force a limit of one per 
household. Customers 
can't dodge the rule by us- 
ing a friend's address, 
since the computer will 
also have captured their 
phone numbers, using a 
recent long-distance fea- 
ture called automatic 
number identification. 

Only in the past few 
years have consumer 
packaged goods compa- 
nies like General Foods 
and Philip Morris begun 
to use interactive market- 
ing to build databases on 
their customers. The 
technology developed for 

telemarketing campaigns using toll- 
free 800 numbers consists of two 
components—electronic answering 
machines that process and respond to 
incoming calls and computers that let 
the caller converse with a database. 

To see how it works, look at how 
United Airlines now handles calls to 
its Mileage Plus toll-free hotline. 
AT&T first screens out callers who 
can't enter data because they don't 
have touch-tone phones. The push- 
button callers are routed to the Car- 
son, Calif, computer center of Mar- 
keting Performance & Innovation, a 
subsidiary of United's parent compa- 
ny, UAL. 

Next, the caller is asked to enter his 
account number. Using digital signal 
processing technology, developed by 
Ken Jones' ACP, MPI turns those touch 
tones into digits and sends the num- 

collect. 
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ber with a request for the caller's 
mileage account file to a database that 
runs on an IBM mainframe. Informa- 
tion from the file is translated into 
commands that play back other series 
of digitized messages stored in the 
computer.  Finally,  the ACP system 

produces a message that says: "Your 
current balance is 42,000 miles." It 
sounds as if it is coming from a live 
operator. 

So excited is UAL about this tech- 
nology that its Marketing Perfor- 
mance subsidiary is selling interac- 

tive marketing services to others. 
Says Douglas Leafstedt, president of 
the subsidiary, "Relational database 
technology is a powerful tool for de- 
veloping relationships, and that's 
what marketing is all about." 

Random Access 
Commentary by Esther Dyson 

LETTERS TO A TOUNG SOFTWARE COMPANY 
To a software company on its fifth 
birthday. 

It seems just the other day that 
you were a tiny startup, too small to 
worry about the bigger issues and 
tough choices that face any mature 
company in the computer industry. 
And it seems just yesterday that 
things were so simple: All you had 
to do was produce a good product. 

But things have changed. You 
used to be able to sell directly to 
customers, but now you have to 
worry about distribution channels 
and compatibility. You were so 
small that you didn't need to worry 
about saturating a customer base, 
but now your product has to work 
with a variety of others: You have to 
decide whether to develop for os/2 
or Unix, whether to support No- 
vell's NetWare or Microsoft and 
3Com's LAN Manager (recently en- 
dorsed by Hewlett-Packard) as your 
networking standard. (Imagine if ce- 
real had to be a certain shape to fit 
into cereal bowls, or cars, like 
trains, had to run on special tracks.) 

Whichever choice you make, 
you'll have to spend lots of money 
buying development tools from oth- 
er software companies—to support 
new operating systems and net- 
works and to spruce up your look 
and feel—and training your people 
to use them. All around, I see your 
playmates forming alliances: 3Com 
and Microsoft, 3Com and Hewlett- 
Packard, AT&T and Sun, Novell and 
Oracle, Tandy and Grid, Apple and 
Digital Equipment (although I hear 
they're both seeing other people). 
And all the Unix guys are joining 
interest groups. 

Why? While the open systems 
movement (centered on Unix) pro- 
claims the benefits of freedom and 
the ability of all systems to work 

Esther Dyson is editor and publisher of the 
newsletter Release 1.0. 

together, the truth is that it solves 
only half the problem. You still 
need a way to get your products to 
your customers and integrate them 
with what the customers already 
have. Customers like the choice the 
open systems movement gives 
them, but they still don't want to 
spend all their time hooking parts 
together; they want the parts pre- 
assembled by a full-service vendor. 
That's why 3Com teamed up with 
Hewlett-Packard, and why Santa 
Cruz Operation pulled together a 
set of software components to pro- 
vide the first conveniently packaged 
all-in-one Unix system to run on 
standard Intel 386-based personal 
computers. 

You'll be getting lots of offers 
from older companies that are 
hungry for your fresh ideas and for 
the enthusiasm of your people. I 
know it's almost inevitable that 
you'll succumb; that's the way of 
the world. But most such alliances 
end in limbo: Either one of the part- 
ners disappears or the alliance does. 
So make sure you get something in 
return. You have a lot to bring to the 
merger—hot new products, a nim- 
bleness the older companies have 
lost, the freedom to experiment be- 
cause you're still young and don't 
have a lot to lose. 

Maybe, if you're ambitious and 
lucky enough, you can make it on 
your own—all adult wisdom to the 
contrary. Look at Bill Gates at Mi- 
crosoft, or your older friends in 
hardware—Steve Jobs at Apple and 
Next and Jim Trey big at Tandem. 

They all succeeded on their own, as 
young kids, precisely because they 
struck out on their own and didn't 
have family ties to hold them back. 

Your loving Mom. 

To the cute little startup next door. 
You may not have noticed me, 

but I've been watching you for five 
years now. I can see that you're 
growing too big for your niches. 
You're reaching the point where 
you're starting to compete with 
your suppliers. Microsoft sells the 
operating system and the tools you 
rely on, yet you're becoming so suc- 
cessful competing with Microsoft's 
applications—spreadsheet, word 
processing, graphics—that you're 
starting to attract Microsoft's atten- 
tion. That could be dangerous. 

The industry is consolidating, for 
both business and technological 
reasons. What counts now is capi- 
tal, to pay for the next version of 
your application program or for the 
costs of fitting your software to a 
variety of hardware platforms (no 
matter what they say about the 
promise of open systems). Should 
you write for Macs or pes? Unix or 
IBM mainframes? Sun/AT&T's Open 
Look or Microsoft's Presentation 
Manager? With my help, your soft- 
ware will be able to run anywhere! 

What counts now isn't ideas but 
access to the distribution channels 
so you can reach customers. What 
counts is an alliance with a big play- 
er who can support your customers 
and assure them that you'll be 
around for the long haul. They hate 
to buy products from someone who 
disappears and leaves them without 
support. 

So, kid, it's time to grow up and 
be realistic. If you have a bad quar- 
ter, the stock market won't take 
your future on faith anymore. Team 
up with me, and I'll make you a star. 

Your ardent suitor 
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Science & oiogy 
Edited by Gary Slutsker 

In utility economics, the supply side is the 
hard side. New generating plants cost a 
fortune. So it makes sense to invest money 
in the customer instead. 

Demand-side 
economics 

By Paul Klebnikov 

WHEN United Technologies' 
Carrier division starts selling 
its Hydrotech 2000 electric 

heat pump in May, it will get a boost 
from an unexpected quarter—namely, 
electric utilities. To inspire people to 
install the $7,000 device, utilities like 
Georgia Power will promote the heat 
pump with low-interest loans, subsi- 
dies to dealers and rebates to custom- 
ers. What's special about Carrier's 
heat pump is that it is 30% more 
efficient than conventional systems. 

At first blush, the heat pump offer 
makes as much sense as a dog food 
manufacturer paying you to trade in 
your Doberman for a Chihuahua. But 
these days the electric power industry 
is in a nasty bind. Hard on the heels of 
the oil price shocks of the 1970s and 
the demise of nuclear power comes a 
fresh energy crisis. Economic growth 
has spurred electricity demand by bet- 
ter than 4.4% in each of the last two 
years, almost double the expected 
rate. But new power plants cost a for- 
tune. Midwestern utilities, moreover, 
face the threat of acid rain legislation 
that could force them either to close 
older coal-fired generators or to retro- 
fit them with emission controls cost- 
ing up to $500 million per plant. 

To meet new demand—even with- 
out an acid rain law—utilities will 
have to add as much as 73 gigawatts of 
capacity over the next eight years. A 
gigawatt, or 1 billion watts, is the 
power of a large coal-fired plant, or a 
very large nuclear one. It's enough to 
serve a city of about 400,000. But no- 
body wants to see more power plants, 

Ruben Reichen 

Carrier engineer checking beat pump 
Squeezing more heat from the air. 

least of all the utilities themselves. A 
1-gigawatt coal plant costs $1.5 bil- 
lion to build, including currently re- 
quired emission controls. 

Thus, the utilities are beginning to 
understand the subtle economics of a 
new science known as demand-side 
management. To compete better 
against natural gas and to conserve 
electricity where the supply is getting 
short, utilities are promoting a range 
of new efficiency technologies—from 
heat pumps to computerized super- 
market refrigerators and even subter- 
ranean tanks that store heat created 
with cheap power in the wee hours. 

The savings in view could be enor- 
mous. The Electric Power Research 
Institute, the industry's research and 

development consortium, figures 
such efficiencies have, since 1977, al- 
ready obviated the need for 21 giga- 
watts of new generating capacity. The 
institute estimates that demand-side 
management programs could elimi- 
nate the need for another 24 gigawatts 
of capacity by the year 2000. 

The number of these so-called de- 
mand-side management programs has 
already risen dramatically, from 134 
in 1977 to 1,300 today. Progressive 
utilities such as Pacific Gas & Electric 
were active ten years ago. Today de- 
mand-side management is practiced 
from Florida to Maine to Oregon. 
These programs currently cost U.S. 
utilities over $1 billion a year, and the 
pace is quickening. Meanwhile, the 
Electric Power Research Institute will 
spend $41 million on end-use re- 
search this year, more than triple the 
amount spent six years ago. 

Virtually no user of electricity is 
exempt from savings. The new tech- 
nologies improve: 

Heat pumps. Faced in the early 
1980s with competition from high- 
efficiency gas furnaces, EPRI commis- 
sioned an advanced heat pump that 
combined the functions of the two 
biggest consumers of household elec- 
tricity—heating and air condition- 
ing—along with heating water. Carri- 
er Corp. spent six years in the lab on 
the project and is launching the Hy- 
drotech 2000 in May. The heat pump 
uses computers to control fans and a 
variable-speed compressor to cool a 
building in summer and heat it in 
winter, while diverting excess heat to 
a hot-water heater. 

Conventional heat pumps are al- 
ready a 900,000-unit-per-year busi- 
ness. A heat pump is a marvelous 
device that can turn 1 kilowatt-hour 
of electricity into 2 or even 3 kilo- 
watt-hours of heat. That may seem to 
contradict the laws of physics, but it 
really doesn't: The electricity the cus- 
tomer is paying for is being used, not 
to create heat from scratch, but to 
capture the heat already present in 
outside air. If the air is at 40 degrees, it 
contains a lot of heat and needs only a 
little work to produce warmth inside 
the house. 

After-hours storage. Thermal stor- 
age, the principle behind bed warm- 
ers, is coming of age. The research 
institute's new storage furnace is up 
to 40% cheaper than recent European 
technology because it uses ordinary 
basalt gravel as the storage medium 
instead of expensive ceramic brick. 
Cheap nighttime electricity fires an 
electric furnace, while a fan draws the 
hot air into the gravel; during the day, 
the fan reverses itself and blows the 
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is the kind of computer only 
a big company can afford." 
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Science & 
Technology 

heat out into the house. To encourage 
off-peak energy use, which smooths 
out high daytime peak loads, New 
York State Electric & Gas and Minne- 
sota-based United Power Association 
are selling half-price electricity and 
even giving up to $1,200 rebates to 
buyers of a $3,500 EPRi-licensed ther- 
mal storage system made by Cali- 
Dyne Corp., a venture of FluiDyne, a 
small builder of aerospace wind tun- 
nels based in Elk River, Minn. 

The same technology can air-condi- 
tion buildings in a warm climate by 
cooling water or making ice. Water is 
chilled at night and then circulated 
during the day for cooling. In the past 
few years more than 1,000 such sys- 
tems have been installed. Utilities 
love off-peak cooling. The Dallas 
Power & Light Co., for instance, 
helped develop such a system for Dal- 
las' tallest building, the 72-story In- 
terFirst Plaza. A 2-million-gallon 
cool-water storage tank sits beneath 
the building's parking lot and saves 
$150,000 a year in electric bills. 

Supermarket refrigerators. The re- 
frigeration systems of the nation's 
35,000 supermarkets account for an 
eye-popping 2% of total U.S. electric- 
ity use. Over the last few years EPRI 
has been pushing a system in which 
computers control multiple compres- 
sors of different sizes to match the 
cooling requirements of the moment 
much more precisely than single-unit 
compressors. In field tests in a 
Safeway store in Menlo Park, Calif., 
the system cut the electricity used for 
refrigeration by 23%. Since electricity 
expense for the average supermarket 
is almost as much as its pretax net, 
this idea is getting serious attention. 
Hence, 55% of the refrigerator sales 
by market leader Hussmann Corp. 
now consist of such systems. 

Commercial lighting. Lighting ac- 
counts for a quarter of the nation's 
consumption of electricity. Improve- 
ments in fluorescent lighting are al- 
ready making themselves felt. Elec- 
tronic ballasts, which start up and 
control fluorescent light bulbs, are at 
least twice as expensive as the mag- 
netic ballasts they replace. But fix- 
tures using them consume 25% less 
energy to produce the same light. 
Electronic ballasts also eliminate that 
annoying flickering. The new lights, 
developed with help from the Law- 
rence Berkeley Laboratory in Califor- 
nia, now account for under 10% of the 

Less is more 
There's a lot of potential energy in conservation. Implementing just a 
fourth of what's here would spare the output of 51 new nuclear plants. 

% total 
End-use                  electricity* 

Efficiency 
Technology                 gain 

Residential 

IE3BE3811 

space heating and            11 % 
air-conditioning 

advanced heat pump        30% 
heat storage furnace         50 
low-e windows                  33 

water heating                    6 advanced heat pump        30 

T^T^^^1 

Commercial 

space heating and            13 
ail-conditioning 

cool storage systems        50 
heat storage furnace         50 

lighting                               9 daylighting                   25-40 
electronic ballasts 
for fluorescent lights        33 

refrigeration                       4 multiplex systems            30 

>^ 

Industrial 
motor drive                    25 high-efficiency motors 

adjustable-speed drives     15-21 

lighting and                       3 
miscellaneous 

electronic ballasts for       25 
fluorescent lights 

*u       —     ■ 

•1984 figures 
Sources ElectricPowerReseard)hissUiUe,Br(xM)M>enNatio>uUlx3borm(^,UiU!rence 
Qhjandons bv Gerry Mxjnt-v 

$450 million fluorescent market. 
There have been a few pioneering 

efforts to make better use of sunlight 
in commercial and industrial build- 
ings. One oft-cited example of so- 
called daylighting is the passenger ter- 
minal in the Albany (N.Y.) County 
Airport, which has cut an estimated 
40% of its lighting and 20% of its 
heating costs by installing a glass roof 
and using a computer to dim the 
lights whenever possible. 

Low-emissivity windows. Since 
these windows were introduced com- 
mercially six years ago, they are now 
sold by virtually every major window 
manufacturer from Anderson to Rol- 
screen/Pella, and have gained 10% of 
the $7 billion residential market. 
Emissivity describes how a warm sur- 
face discards heat by emitting infrared 
rays. Low-e windows, which are coat- 
ed with a virtually transparent film 
that cuts down on infrared emissions, 
typically cut heat loss at least 25% 
over conventional double-glazed win- 
dows. At Lawrence Berkeley Labora- 
tory, engineers in the buildings sci- 
ence division are field-testing a gas- 
filled, plastic-coated "super window" 
that raises the intriguing prospect of 
letting through less heat than the av- 
erage insulated wall. 

Factory machines. Although adjust- 
able-speed drives and better motors 

have made factory floors more energy 
efficient in recent years, further gains 
could account for at least 2 gigawatts 
of savings by the year 2000. 

How do you motivate atavistic util- 
ities to spend more on demand-side 
management? Change the rate struc- 
ture, which in most states discour- 
ages investments in end-use programs 
and encourages bulk use of electric- 
ity. Sign of the times: One suggestion 
by regulators at last September's con- 
vention of state utility commissions 
was to reward utilities that lowered 
the average bill through investment 
in greater efficiency. 

Traditional-minded utility manag- 
ers are skeptical. "The success of de- 
mand-side management is in the eye 
of the beholder," says Raymond Ma- 
liszewski, vice president at American 
Electric Power. "You build a generat- 
ing plant, and you can see what you 
have constructed, you can turn it on 
and measure what comes out of it. 
With demand-side management 
there's more uncertainty." 

But power plant construction is an 
uncertain business, too. Look no fur- 
ther than those costly nuclear plants 
that the governors of New York and 
Massachusetts have decided to leave 
idle. Under the circumstances, de- 
mand-side management makes sense. 

150 FORBES, APRIL 3, 1989 



Presenting the 
affordable IBM midrange computers. 

Because you're getting too big to think small. 

When you were just starting out, 

you may have thought personal 

computers were all vour business was 

ever going to need. Now, you may be 

wondering if there's a better way to 

get on top of your workload. 

IBM midrange computers 

offer solutions designed to support 

growing companies like yours. 

And they work with the IBM 

systems or IBM-compatible PCs 

you already have. 

For as litUe as $15,000, you 

can store all vour data in one 

place and streamline vour entire 

operation. 

A multi-user system 

capable of connecting up to 20 

active users will let vour people 

communicate freely with each 

other and quickly put their 

fingers on just the information 

the} need. So when questions 

? l'#MIBM(-»p<iral«in. fBM b. a rvgM.rvd iradrmiri 
anrl \pplx*ion*vslrm/44P<li.a trademark otlBM(;orp 

come up, the answers will be easy 

to find. 

IBM Application System/400" 

Models BIO and B20 and the IBM 

5363 Svstem Unit are simple to 

set up and easv to use. 

Each system has access to 

thousands of industry-specific 

software solutions. And each has 

the high-speed processing 

power to cut inventory control, 

billings and accounts-receivable 

paperwork down to size. 

Combine that with IBM 

service and support, and vou'vc 

got the solutions your businr 

mav have grown to need. 

To learn more about the 

affordable IBM midrange 

computers, call your IBM 

Marketing Representative, 

IBM Business Partner or 

1-800-365-4 IBM. 



Marketing 

ing its faded luster. 

Penmanship with 
a flourish 

By John Marcom Jr. 

WHICH KIND OF PEN WOuld yOU 
rather sell? The $2.98 model 
that comes in a plastic pack- 

age off the rack at K mart? Or the $298 
variety that comes in an 
upholstered box from a 
glass case at Saks Fifth 
Avenue? 

The wrong answer 
nearly finished Parker 
Pen Co. In the early 
1980s the Janes ville, 
Wis.-based company 
looked at the explosive 
growth of cheap, dispos- 
able ballpoints and de- 
cided there was little fu- 
ture in the expensive 
hand-finished fountain 
pens it had been making 
for nearly a century. 
Parker plunged down- 
market and the results 
were disastrous: In 1985 
its U.S. pen business lost 
$22 million. Shaken, 
Parker's executives then 
decided the future lay in 
temporary help—in 
1976 they had rescued a 
Milwaukee agency 
called Manpower—and 
put the pen business on 
the auction block. 

Jacques G. Margry, 
then Parker's top Euro- 
pean executive, be- 
lieved, however, that 
Parker's U.S. strategists 
had missed the pen's po- 
tential as a relatively af- 

fordable status symbol. Says Margry: 
"You can buy a watch for $2.50 at the 
local novelty store, and it works fine. 
But that does not stop people from 
buying Rolexes." 

So Margry, a 40-year company vet- 
David Levenson 

eran whose father had been a Parker 
distributor in France, put together a 
$100 million leveraged buyout of 
Parker Pen. The company became 
Parker Pen Pic, and the head office 
moved from Janesville to Newhaven, 

Parker Pen nearly became another great England on the Sussex coast south of 
American has-been. Europeans are restor- \^iM^lV^\9?7^ts^l 

over by Britain's Blue Arrow Pic.) 
And Margry, now 61, promptly set 

about refocusing Parker Pen more in 
line with George S. Parker's original 
vision. The founder, a schoolteacher 
who moonlighted repairing pens, used 
stronger materials than the competi- 
tion, made his pen larger and heavier 
and devised a patented system for 
controlling the ink flow. 

Firmly rededicated, Margry's man- 
agers slashed production and raised 
U.S. prices 30%, something previous 
managers, fixated on the mass mar- 
ket, hadn't dared do for years. Ne- 
glected by Parker and its longtime 
rival Sheaffer, the fountain-pen busi- 
ness in the U.S. had leveled off—leav- 
ing Lincoln, R.I.-based A.T. Cross 
Co.'s slender ballpoints as the pres- 
tige gift item in the business. 

The new Parker also boosted adver- 
tising spending 60% over 1985 levels, 

and focused on maga- 
zines catering to the 
style-conscious and af- 
fluent. Ads played up 
prestige, noting, for ex- 
ample, that the company 
is the "appointed" sup- 
plier to Britain's Queen 
Elizabeth II. When Rea- 
gan and Gorbachev 
signed the INF treaty in 
the fall of 1987, Parker 
ads not three days later 
hailed the signers' use of 
a specially made silver 
Parker 75 and declared 
"the pen is mightier 
than the sword." 

Last year, in another 
effort to recreate the old 
sense of luxury, Parker 
marked its centennial 
with a revival of a 1920s 
design, the Duofold. At 
$250 it sold well, Margry 
says. Well enough that 
this year Parker raised 
the list price to $312. 
The Duofold offers what 
Margry calls a high-mar- 
gin "bag-opener" for 
lower-priced products, 
including models like 
the Parker 75 and Clas- 
sics that are still the 
bread-and-butter of its 
sales. "This got us back 

Parker's chief, 
"Before, our 

Jacques G. Margry 
home was in K marts, dangling on pegs 
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Breakfast at Hyatt or Marriott comes with 
something ours never will. A bill. 

You'll find so much more at 
an Embassy Suites® hotel, that 
you won't ever want to return 
to an ordinary hotel. Fortune 
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and a private bedroom. 
Wet bar with refrigerator. 
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breakfast served every 
morning in our beautiful 
atrium. 
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every evening. 
And you get it all at over 80 
locations nationwide. 
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into Neiman Marcus and Saks," 
Margry says. "Before, our home was 
in K marts, dangling on pegs." 

Which may also explain the basic 
difference between selling fountain 
and ballpoint pens these days. Foun- 
tain pens, especially in the $100-and- 
up range, rank with flashy suspenders 
and Filofaxes as a dress-for-success ac- 
cessory, filling a luxury-trinket void 
left by the cigarette lighter's demise. 
Most pens are bought as gifts, and the 
potential remains enormous. Besides, 
fountain pens, with their gold nibs 
and greater bulk, have connotations 
of grandeur and elegance that the low- 
ly ballpoint can't match. In Parker's 
Duofold line, fountain pen models 
outsell ballpoints 2-to-l—a propor- 
tion that is reversed at the bottom of 
the price range. 

"The competition is not Sheaffer or 
Montblanc or Waterman," Margry 
says, diplomatically sidestepping the 
intensifying dogfight among luxury 
pen makers. "We're all competing to- 
gether—against silk scarves, neckties 
and so forth. We all have to make the 
point to consumers that, when you 
want something good and lasting, 
don't forget a pen." Margry notes that 
the fashion for owning several time- 
pieces, though it began with $25 plas- 
tic Swatches, has buoyed many more 
expensive Swiss makes. Today, a typi- 
cal consumer may own three or four 
watches, he says. Why not three or 
four pens as well? 

Why not indeed. In the fiscal year 
ended Feb. 28, 1986, Parker's pen 
business lost the current equivalent 
of $18.5 million. Margry took over in 
January 1986, and profits have recov- 
ered steadily since. In the year just 
ended, Parker expects to report a 26% 
gain in pretax profit, to the equivalent 
of about $38 million, on a 7% sales 
gain, to about $248 million. 

Certainly Parker has room to ex- 
pand in the U.S., where it claims only 
10% of the market for pens selling for 
$3 and up, making it number two 
here. The leader in the higher-priced 
segment in the U.S. is still Cross, 
with about 40%, and Montblanc, 
Sheaffer and Waterman trail Parker. 

At the top of the market still is 
Germany's Montblanc, since 1982 
part of Britain's Alfred Dunhill luxu- 
ry-goods group. Montblanc's black- 
and-gold Meistcrstiick (masterpiece) 
line has unique status with the style- 
conscious. But even Montblanc ac- 
knowledges Parker is again a contend- 
er in more prestigious pens. "Parker I 
would never underestimate," says 
Shaun Lattin, Montblanc's U.K. mar- 
keting head. "1, ■ have the distribu- 
tion, the awareness   nd the muscle." 

Cannes without the glamour 
Fl OR NINE DAYS each winter, the 

halls of the Beverly Hilton sound 
like a war zone. Bomb explosions and 
blood-curdling screams echo in the 
hallways, while pinstriped business- 
men mill from one vcR-equipped 
suite to the next. 

On the second floor, the Samuel 
Goldwyn Co. is pitching foreign 
rights to Stella, its remake of the Bar- 
bara Stanwyck tearjerker Stella Dallas, 
this time with Bette Midler. Down- 
stairs at the New World suite, they're 
selling Brooke Shields as Brenaa Starr 
(coming out later this 
year) and Revenge, with 
Kevin Costner. 

In just nine years the 
American Film Market 
has overtaken both the 
oldest, at 25 years, film 
market—the MIFED in Mi- 
lan—and the most glam- 
orous, the Marche Inter- 
national du Film at the 
Cannes Festival, to be- 
come the most important 
place for independent pro- 
ducers to tap the fastest- 
growing markets in the 
world: Asia and Europe. 

Last year, according to 
figures compiled by KPMG 
Peat Marwick, there were 
some $308 million in film 
deals initiated at the Bev- 
erly Hills market, com- 
pared with $235 million 
in Cannes and $193 mil- 
lion in Milan. 

Yes, the Beverly Hills 
market has the soft dollar 
in its favor. But at the AFM 
each   producer   gets   his 
own       suite,       usually      
equipped with a VCR for showing pre- 
views and other tasty tidbits of the 
company's current lineup. At the 
mazelike MIFED, in contrast, sellers 
are packed into a rabbit warren of 
hastily constructed booths, and 
screenings have too frequently had 
projectors that refuse to work. At 
Cannes? "Half the buyers are at the 
beach," says independent producer 
Arnold Kopelson. "At the AFM there's 
nothing to do except business." 

What was selling this year? "Mar- 
quee value," in the words of MGM/UA 
Communications' John Ruscin. He 
just bought British home video rights 
to Tfje Fabulous Baker Boys as part of a 
seven-picture deal with U.K.-based 
Rank Film Distributors, largely be- 
cause of the appeal of stars Jeff and 
Beau Bridges and Michelle Pfeiffer. 

Big names count big because celeb- 
rity interviews are such a crucial part 
of marketing overseas. Commercial 
television time in England, West Ger- 
many and Japan is exceedingly expen- 
sive. And in Finland, Sweden and 
France, television advertising for 
movies is either prohibited or exceed- 
ingly restricted. But when a star is 
booked on a talk show, a clip is gener- 
ally part of the deal—as good as paid 
advertising. 

Sequels to even moderately suc- 
cessful U.S. films sell well, since they 

John Livzty 

Troma Inc 
"He's our 

!s Toxic Avenger 
Meryl Streep." 

carry a built-in audience. A Nightmare 
on Elm Street V: The Dream Child, with 
razor-gloved star Freddy Krueger, for 
example, packs an incredible celebri- 
ty punch (FORBES, Feb. 26). 

And with some sequels, if the star 
can't make it, the costume will do. 
Consider Troma Inc., the New York- 
based producer whose campy and suc- 
cessful Toxic Aretiger helped raise it 
from the ranks of the rest of the B 
producers. 

The Avenger, a veiny verdant mu- 
tant, stomps around Troma's suite as 
part of the pitch for Toxic Avenger Fart 
II ("He's mean, he's green and he's 
back on the screen!"). That suit 

. . . now there is star quality. Dead- 
pans Troma's Jeffrey Sass: "He's our 
Meryl Streep."—Lisa Gubernick 
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Transportation and Waste Services 7?-a/ns and s/7/ps exchange 
traffic at our Montreal container terminal, a prime example of synergies that 
exist among our broadly-based rail, ship and truck services. 

Real Estate and Hotels Marathon 
Realty has 28 million square feet of 
leasable space in shopping centers, 
office, industrial and aviation buildings 
in Canada and the United States. 

Energy  Our oil and gas company, 
PanCanadian Petroleum, has working 
interests in eight million net acres sup- 
ported by an aggressive exploration, 
development and acquisition program. 

Forest Products  Our newsprint, 
pulp, paperboard and packaging, 
white paper, tissue and lumber 
products make us one of Canada's 
largest integrated forest products 
companies. 

Manufacturing  Packaging and processing 
equipment, such as these valves for the beverage 
industry, is a major business activity for our 
U.S.-based manufacturer, AMCA International. 

Focused on Strong Core Businesses 
Diversity is one of our strengths at Canadian 
Pacific—the right kind of diversity. 
We have major positions in basic industries: 
transportation and waste services, energy, forest 
products, real estate and hotels, and manufacturing. 
We have a broad geographic base in North America 
and serve markets around the world. And we have 
restructured our businesses to make us less 
vulnerable to economic cycles. 
We have the management skills and the financial 
flexibility to expand these businesses, to exploit 

their inherent competitive advantages, and to 
develop the natural synergies among them. 

This is producing higher returns and better quality 
earnings for our shareholders. And that's our goal 
at Canadian Pacific. 

For more information about how we are pursuing 
our goal, contact: Vice-President Investor and 
Industry Relations, Canadian Pacific Limited, 
P.O. Box 6042, Station A, Montreal, Quebec, 
Canada H3C 3E4. 

Canadian Pacific Limited 



Personal Affairs 
Edited by William G. Flanagan 

Egypt's megametropolis is still dusty, and 
even more overcrowded, but business trav- 
elers will now find it far more hospitable. 

Coping with Cairo 

By William P. Barrett 

in 

BY FAR the Arab world's biggest 
and most interesting city, Cai- 
ro has been drawing foreign 

travelers for most of its 5,000-year 
history. Now, with the Egyptian gov- 
ernment mounting yet another pitch 
for foreign investment, aided by its 
staunch ally, the U.S., a lot of Ameri- 
can business executives and investors 
are certain to be making first-time 
visits to the Nile. 

If you find yourself among them, 
awaiting you is a city far more condu 
cive than ever to business travel. But 
make no mistake—Paris it ain't. 

One worry you can practically dis- 
miss is street crime. Cairo is about 
the safest 14-million-person city 
the world. Violence 
against foreigners is ex- 
tremely rare. Pickpockets 
abound, however, some 
acting under the guise of 
"cleaning" your pants. As 
a whole, though, Egyp- 
tians are rather friendly. A 
disoriented visitor in the 
downtown area is likely 
to be approached by a 
helpful Cairene—whose 
directions may or may not 
be accurate. 

The culture shock be- 
gins upon arrival at Cairo 
Airport, often teeming 
with Egyptian workers go- 
ing to and from jobs in the 
Persian Culf. If you're not 
being met, change some 

money, ignore the waiting taxis and 
seek out the limousine stand. Actual- 
ly upgraded taxis, the limos charge 
fixed rates, less than $8 for the 13- 
mile ride to downtown, which can 
take nearly an hour at peak times. 

The first thing to do after checking 
in at your hotel is to buy a copy of 
Cairo, A Practical Guide, published by 
the American University in Cairo and 
available in most hotel bookstores for 
about $8.50. Updated every two years, 
it is the book on how not to go crazy 
in Cairo. It explains local customs and 
legalities and lists addresses and tele- 
phone numbers of embassies, airlines, 
specialty stores, research facilities, 
trade associations and companies. 
The detailed street maps tucked in 
the back alone are worth the price. 

Spbira igbbOTS, the (treat l\ramicls of Giza 
Not to be missed even on a short business trip 

The supply of five-star hotel rooms 
has finally exceeded demand, with 
prices often less than $100 a night for 
a single. For many veteran travelers, 
the hotel of choice remains the Nile 
Hilton, 30 years old last February and 
still an important center of Egyptian 
social and business life. It adjoins the 

Nile off Midan Tahrir, the 
main square, next to the 
Egyptian Museum. But 
new, formidable rivals 
around downtown in- 
clude the 1,250-room Cai- 
ro Marriott, built on a 
nearby Nile island around 
a 120-year-old palace, and 
the Semiramis Inter-Con- 
tinental, a block from the 
American embassy. 

Generally, the major 
hotels now have business 
centers and facsimile ma- 
chines as well as direct- 
dial telephone service to 
the U.S., which costs 
around $ 11 for the first 
three minutes. 

Local phone service is 

156 FORBES, APRIL 3, 1989 



The ancient Khan Al Khalili market 
Great buys on jewelry, but remember to bargain hard. 

Photos by Thomas Hartwell 

now reliable. No longer is it necessary 
to send messages via courier because 
of overloaded local phone exchanges. 
However, many phone numbers have 
been changed in the last year, and 
hotel operators are not always cur- 
rent. Get every necessary number you 
can before leaving home. 

A currency devaluation 
in 1987 sharply reduced 
the official value of the 
Egyptian pound, eliminat- 
ing illegal black market 
moneychangers who pes- 
tered visitors with cut- 
rate exchange rates. Now, 
change money at banks; 
they all offer the same 
rate, which is about 2.4 
pounds for $1. 

Want to rent a car in 
Cairo? Don't. Cairenes 
possess unsettling driving 
habits, such as not look- 
ing when making right- 
hand turns and ignoring 
traffic signals. One travel- 
er recently stumped a Cai- 
ro taxi driver by asking 

the difference between red and green 
traffic lights. 

A better idea is to hire a limo at 
your hotel. The cost probably won't 
exceed $20 per half-day. No advance 
notice is needed. Hailing a cab in Cai- 
ro is possible but not for the faint- 
hearted. Away from the hotel, you 

A stop on Cairo's new rapid transit line 
The route cuts through backyards and farms. 

must stand as far out in the street as 
you dare and shout your destination 
as a taxi passes. A driver heading your 
way will stop, even with other passen- 
gers in the cab. Taxi meters, which 
haven't changed in years, are mean- 
ingless. So get out at your destination, 
pay what you think is right and walk 

away quickly. The going 
"foreigner" rate for down- 
town trips is about 2.5 
pounds, or $ 1. 

Keeping in touch with 
the news can also be a 
problem. The govern- 
ment-owned English lan- 
guage daily Egyptian Ga- 
zette is terrible, although 
it does print weather fore- 
casts, daily exchange rates 
and a horoscope. The Wall 
Street Journal, USA Toady 
and the International Her- 
ald Tribune arrive at least 
a day and a half late. 
Shortwave radio is one so- 
lution (FORBES, Aug. 8). 
Some hotels have foreign 
wire service tickers in lob- 
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7/be Cairo Marriott 
Built on a Nile island around a 120-year-old palace. 

Thomas Harwell 

bies or piped into guest rooms. 
Air quality in Cairo is particularly 

poor in March, when the desert winds 
kick in. From May to November the 
sun and heat can be brutal, but easily 
avoided by traveling in the morning 
and late afternoon and staying indoors 
at midday. Watch out, too, after Cai- 
ro's few winter rains, which can hide 
foot-deep holes in sidewalks. 

To avoid King Tut's Revenge, drink 
only bottled water or soda, shun raw 
vegetables and make sure meats are 
well cooked. Peeled fruits are excel- 
lent. Egyptian orange juice is a treat. 
Egyptian beer, a lager called Stella, 
which comes in oversize bottles, is 
quite drinkable. Egyptian wine is not. 

Cairo's restaurant scene is improv- 
ing. Most major hotels offer decent 
dining, and there arc a number of good 
new restaurants, mostly in Zamalek, 
the island neighborhood around the 
Marriott. Two are Justine's and La 
Charmerie. Local cuisine emphasizes 
beans, rice and lamb. A good down- 
town example is Fclfela. 

The obvious tourist attractions— 
the Pyramids and Sphinx, Egyptian 
Museum, the great Islamic monu- 
ments—should Dot be missed by first- 
umcrs, no matter how short the trip. 
Other things to do: Take a ride early 
on Friday or Sunday to the local camel 
market. It is said to be the world's 
largest, and most of the camels are 
sold for the table, not for transporta- 
tion. Ride Cairo's new, graffiti-free 
subway, the first in Africa or Asia and 
surprisingly uncrowded and reliable. 
South of downtown it is elevated, pro- 
viding a fascinating view of Cairo life 
as it cuts through backyards and at 
one point a goat farm. Break the trip at 
Maadi, a pleasant suburb, and lunch 

at the Kentucky Fried Chicken next 
to the station. 

The most popular jewelry item to 
bring home is a cartouche, a gold pen- 
dant with a name spelled in hiero- 

glyphics. An 18-karat cartouche and 
gold chain starts at about $150 at Sir- 
gany's, a jeweler in the ancient Khan 
Al Khalili market. The price rises sig- 
nificantly at your hotel boutique. 
Other popular merchandise includes 
papyrus, leather goods and rugs. In the 
market, bargain hard. 

On a tight business trip, the Phara- 
onic sights around Luxor—including 
the Valley of the Kings tombs and 
Kamak Temple—can be seen in a long 
day-trip, although it won't do justice 
to these antiquities. Egyptair, the sole 
carrier on the one-hour run to Luxor, 
is safe but notoriously unreliable. 

Finally, don't forget about the pay- 
ment of baksheesh, the time-honored 
tradition of demanding money for 
such small favors as opening doors 
and hailing a taxi. To some degree 
baksheesh has disappeared, particularly 
around leading hotels, but where 
practiced, it irritates many Ameri- 
cans. Why get upset? Stuff youi pock- 
et full of quarter-pound bills, each 
worth about 11 cents, and hand them 
out liberally. In a week it will be hard 
to spend more than $5 that way. 

Collectors 

Hooked 
Y' ou get the first clue right at the 

entrance to Barbara Johnson's 
home in Princeton, N.J. You are greet- 
ed by a wooden amusement-park 
gatekeeper, complete with gatehouse 
and 2-ton concrete guard dog. 

Enter the front hall and you see 
duck decoys climbing a staircase 
lined with Early American portraits 
that seem to stare right through you. 

As you move throughout the 29 
rooms of the house, your eyes work 
overtime. Here is a hand-carved 
Noah's ark set. There is a pair of por- 
traits by Joshua Johnson. Be careful 
not to trip over the nearly 6-foot-long 
wooden polar bear in the dining room. 

You can spend days drinking it all 
in—and there would still be more to 
see. Behind the house are seven build- 
ings and, in town, an old schoolhouse 
crammed with what amounts to one 
of the world's largest private collec- 
tions of American folk art. 

In all, there are over 100,000 objects 
in this astonishing assortment, 
amassed since 1971 by the Swiss-born 
Barbara Johnson, who, when not col- 
lecting art, has a busy private law 
practice. 

It's not easy being a Barbara John- 

son in Princeton; there are at least 
two worthy of note. There is our col- 
lector/lawyer, renowned in the art 
world for her folk art, worth several 
million dollars. She's the poor one. 
Also in town lives Barbara (Basia) 
Johnson, one of The Forbes Four Hun- 
dred, the onetime chambermaid who 
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Folk art collector Barbara Johnson 
with her 2-ton concrete guard dog 
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Dominating tbts display in Barbara Johnson 's collection of American folk art at ber borne in Princeton, N.J. 
are wood sculptures of Noab's ark, witb amnuils two by two, cawed by folk artist Pucbo Odio 

Jon Jensen 

>ecame the third wife of John Seward 
Johnson, of Johnson & Johnson fame. 
Since his death and a bitter estate 
fight, she has amassed her own art 
collection, Old Masters worth over 
$100 million. 

Our Barbara Johnson is the daugh- 
ter of a much-traveled diplomat 
whose family collected Chinese ivo- 
ries. She came to the U.S. as an ex- 
change student in 1966 and promptly 
fell in love with 19th-century ships. 
"But I couldn't collect whole ships," 
she says, "I didn't have the space." So 
she settled for whaling journals, 
paintings and scrimshaw, combing 
auctions, estate sales and antique 
shops along the New England coast. 
But not until her buying attracted at- 
tention did she learn that what she 
was collecting was termed American 
folk art "I had the baby before I had 
the name," she says. 

She started collecting from new ter- 
ritories, reaching into Pennsylvania 
Dutch country tor textiles, the Great 
Lakes region for decoys, and snooty 
old girls' schools foi Theorem paint- 

160 

ings (stencils painted on velvet). She 
seldom browsed. In 1987, for exam- 
ple, Johnson became interested in fish 
decoys (a type of lure). Within six 
months she had purchased over 500, 
from glittering speckled trout to drab 
wooden catfish. They ranged from 
$150 to $12,000. Many of those de- 
coys have already tripled in price. 

She also has 560 hooked rugs and 
roughly 1,000 Early American paint- 
ings. Her whaling pieces number in 
the tens of thousands. Johnson finds 
the hardest part of collecting is cut- 
ting back on what she owns. She did 
bring herself to sell some whaling 
pieces, in four major Sotheby's sales 
in the early 1980s. But not for the 
money. However, she was pleased at 
how many had appreciated in value. 

Why folk art instead of, say, Impres- 
sionist paintings? Johnson is drawn 
by its variety—and the adventure and 
challenge in collecting it. She often 
makes purchases directly from the 
family of the original artist. She finds 
the unconscious artistry of folk art 
more impressive and outspoken. 

One of her most famous pieces is 
the oil "The Old Covered Bridge" by 
Grandma Moses. But Johnson has no 
great affection for it. "It's a status 
symbol," she frowns. Her favorites in- 
clude a primitive oil of two Arctic 
birds on an ice floe, painted by Edward 
Akin, and a blacksmith's table made 
for a whaling ship, which she uses as a 
lazy Susan in the dining room. Those 
are the two pieces she would love to 
take with her when she dies. 

Then there are the works Johnson 
simply must own, either for her own 
development or for the collection, and 
budget be damned. "That is what a 
collector is all about," she explains. "I 
would go into debt if I had to—that's 
how bad it is." Such was the case in 
February, when a 19th-century 
hooked rug she always coveted ap- 
peared at auction. Her collection 
needed that rug to be complete. "If 
another collector had felt that way," 
she laughs, "I would have been on the 
front page of the New York Times—for a 
hooked rug."—Christie Brown 
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We believe in offering our guests every possible accommodation. Including a choice 
of four different kinds of Sheratons to stay in. 

Sheraton Hotels. Places where business people know they'll get treated like people, 
not just business. 

Sheraton Inns. They offer travelers on the road a name they can trust and quality 
they can count oa 

Sheraton Resorts. Fabulous places in the sun that let you relax, unwind and forget. 
Sheraton Suites. Coming soon, suite hotels denned not just by extra space, but by 

extraordinary service. 
Four different Sheratons with a single philosophy: "Little things mean a lot." A 

philosophy that embraces the true spirit of service. 
A spirit cultivated by the most all-encompassing employee service training program 

in the hotel business, the Sheraton Guest Satisfaction System. 
So no matter what kind of Sheraton is best for you, whether it's a Sheraton ( g \ 

Hotel, Sheraton Inn, Sheraton Resort or Sheraton Suite, you can be %*< 
assured of one thing. SheratOIl 

You'll be staying at a place where people truly believe that little The hospitality people of 
things, no matter how seemingly small, mean a lot. © 1939 The Sheraton corporation XXX 
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Careers 

Truck leasing legend James Ryder is 75 
years old and has five losing businesses 
behind him. To which he says... 

What, me quit? 

By Dana Wechsler 

On a recent Monday at 8 a.m. an 
elderly, silver-haired gentleman 

emerges from the elevator and heads 
down the long and otherwise empty 
second-floor   corridor   of   an   office 

building in Coral Gables, Fla. At the 
far end, in one of the few occupied 
offices on the floor, sits the man's 
secretary. 

A decade ago 75-year-old James Ry- 
der, the founder of Ryder System, Inc., 
was forced into retirement, holding 

Trt4ck basing legend James Ryder 
You cant always make a profit trying to solve the world's problems. 

about $10 million in stock to ease the 
way. Today he's nearly broke and can 
barely afford to pay even his secre- 
tary's salary. 

Yet undaunted by business set- 
backs that would make other men 
crumble, Ryder is beginning his sixth 
postretirement effort to stage a come- 
back and start a successful new busi- 
ness. So confident is he in the inevita- 
ble success of his new venture—an 
automobile leasing business—that he 
has signed a five-year lease for all 
3,500 square feet of the building's sec- 
ond floor. 

Will he ever get to fill out his larger 
quarters? The odds are against it, for 
at $2,500 a month in rent, and 
$13,000 a month more in travel and 
office expenses, Ryder ran out of mon- 
ey a few weeks ago. Now he clings to 
his dream by assuring creditors that 
they'll get paid when—not if—his 
business gets rolling. Says he of his 
back-to-the-wall situation: "Why 
would I worry? I believe in what we're 
doing. It's going to pay off many times 
over." 

Ryder's kind of indomitable entre- 
preneurialism created 13 
million new jobs in this 
country in the last six 
years. This year 35% of all 
new jobs in the U.S. are ex- 
pected to come from com- 
panies with fewer than 20 
employees. Such business- 
es are as risky as ever: Sixty 
percent of all new compa- 
nies fail within six years of 
startup. What James Ryder 
has been through in his 56 
years in business is the sto- 
ry of them all. 

What makes him keep 
risking his money when 
other retired businessmen 
would prefer to work on 
their backswing? For an an- 
swer, go back to 1933, 
when Ryder, then a Miami 
construction worker, put a 
$35 down payment on a 
Ford Model A truck and be- 
gan hauling debris for local 
construction crews. There- 
after he invested in more 
trucks and found a beer dis- 
tributor interested in leas- 
ing them. Over the next 45 
years he built Ryder Sys- 
tem, Inc. into a half-billion- 
dollar public company and 
the biggest truck leasing 
firm in the country. 

But Ryder is more of a 
visionary than a business 
manager, and in 1975, fol- 
lowing a string of ill-con- 
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What a promotion should be. 

A luxury car should be a rewarding move up—the automotive equiva- 

lent of receiving the ultimate promotion. Choosing the Town Car 

from Lincoln means moving up to the roomiest sedan you can own. 

With a lavishly appointed interior, V-8 power and a hushed ride that 

is near legendary for its grace and smoothness. To learn more, call 

1 800 822-9292. Or \isit a Lincoln dealer for a test drive. You'll 

find that becoming a CEO isn't necessary to own a Lincoln Town Car, 

though driving it may very well make you feel like one. 

LINCOLN. What a luxury car should be 



Ryder and his wife, Diane 
"Why would I worry?" 

Acey Harper 

Careers 
ceived diversifications and $20 mil- 
lion in losses during the 1974 reces- 
sion, the company shoved him into 
retirement. To go with his $10 mil- 
lion of stock, a waterfront Coral Ga- 
bles mansion and the 147-foot yacht 
that he already owned, the company 
offered Ryder a $100,000-a-year life- 
time consulting contract so long as 
he agreed not to start a competing 
business. 

Ryder refused to be bought off so 
easily. Waiving his consulting con- 
tract, he invested $12 million of his 
total net worth of $15 million, bor- 
rowed $260 million more from truck 
manufacturers like Ford and Chrysler, 
and in 1978 opened Jartran (for James 
A. Ryder Transportation), going head- 
to-head against both U-Haul and his 
ex-colleagues at Ryder. In less than 
two years he had put 30,000 trucks 
and trailers on the road, and with $95 
million in revenues was the third- 
largest truck leasing company in the 
country. 

What undid Ryder was the vigor of 
his rivals' counterattack. U-Haul 
slashed its prices, sued for false adver- 
tising and in 1984 won a $40 million 
judgment against Jartran. In 1981 Ry- 
der sold his company to the Frank B. 
Hall & Co., Inc. insurance brokerage 
firm for a mere $200,000, wiping out 
virtually all of his $12 million invest- 
ment In 1986 Jartran closed its doors 
for good. 

But James Ryder, undaunted, was 
already embarked on yet another ef- 

fort to launch a new business, this 
time a pleasure-boat rental company. 
With only $3 million remaining in his 
bank account, he put a third of it into 
Jarmada Inc. The idea behind the ven- 
ture: to build outboard motorboats 
and rent them out from eight marinas, 
situated mostly in southern Florida. A 
year later the $1 million was gone and 
Jarmada was defunct, a victim of a 
wave of lawsuits brought on by some 
faulty engineering in the design of the 
motorboats. 

At about the same time, Ryder be- 
gan the Ryder Exchange, a phone-in 
classified advertising service. A year 
and a half later the venture's startup 
kitty of $750,000 was gone and this 
business, too, was shut down, de- 
mand for the service having proved 
illusory. 

Fazed? Hardly. After the Ryder Ex- 
change came Jarax, a freight broker, 
and then the development of mobile 
home parks. Neither venture lasted 
long, and by last year Ryder was down 
to his last $250,000. Having long 
since sold off the yacht, and by now 
unable even to afford the upkeep on 
his home, he put it on the market. 
Concerned about what was happening 
to their founder and namesake (no 
longer even a stockholder), Ryder Sys- 
tem bought the mansion and as a ges- 
ture of goodwill began allowing him 
to live in it rent-free. 

Jim concedes that his fourth wife, 
Diane, 36, is upset that he has bumed 
through his fortune, and he appreci- 
ates her concern about the toll that 
the stress is taking on him. But ask 
him if he wishes he had quit while he 
was ahead,  and he  looks stunned. 

"What would I have accomplished 
that way?" he asks. "Granted, I 
haven't enjoyed my reverses, but I 
sure don't want them to make me too 
conservative." 

That single-minded dedication to 
risk-taking assuredly explains why 
Ryder has now put down $240,000 of 
his last $250,000—leaving this one- 
time multimillionaire only $10,000 
more with which to live out his retire- 
ment—in order to start up Automo- 
tive Answer, Inc., an unusual auto- 
mobile leasing business that Ryder 
believes will reach $58 million in rev- 
enues by 1993. 

What's unusual about Ryder's ven- 
ture? Unlike most car dealers, for 
whom leasing is just a financing ar- 
rangement, Automotive Answer will 
provide maintenance and repair ser- 
vices as part of the package. Ryder got 
the idea a few years ago when his car 
broke down and he couldn't find a 
mechanic he trusted to fix it. He ex- 
plains: "Mechanics are macho. You're 
in trouble as soon as they put their 
head under your hood." His solution: 
To train a whole new generation of 
more competent mechanics and then 
use them as a major selling point in 
offering the services of Automotive 
Answer. 

Unfortunately, $240,000 doesn't go 
very far when you're looking to start 
an international automobile sales and 
service network, so right now Ryder is 
scratching around for financial back- 
ers. With his 30-page business plan in 
hand, he's looking for $2.5 million 
from private investors before trying to 
sell the idea to old friends and con- 
tacts in Detroit. No solid prospects 
yet. Meanwhile, he's assembled an 
unpaid "staff" that consists of his 78- 
year-old brother, Ralph ("He's always 
tagged along"), and an ex-Ryder and 
Jartran marketing man who joined up 
on the faith that Jim Ryder can do it 
once again. 

Can Ryder's new business work? 
Certainly Detroit will think twice be- 
fore backing a new competitor for its 
dealers. And if there really does prove 
to be a demand for the service, car 
dealers have the systems in place to 
get into the act quickly. That would 
be formidable competition for Auto- 
motive Answer. Says Thomas Bezold, 
ex-chief financial officer of Jartran, 
"Jim Ryder is one of the most creative 
people I've ever met. The trouble is 
he's trying to cure the world's prob- 
lems, and you can't always make a 
profit doing that." 

Maybe so. James Ryder thinks oth- 
erwise. And that doughtiness is what 
keeps the economy of this country 
going and growing. ■ 
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Fly to Minneapolis 
and learn to surf. 

Turn your business trips into 
free flights to Hawaii, the 
Caribbean, and Europe. 

Next time you go to Minneapolis, don't 
just pack your attache case. Dig out your 
surfboard. Dust off your camera. And get 
ready for your just rewards. 

Because before you know it 
you'll be cashing in on one of 
our great awards: a free ticket 
to Hawaii or the Caribbean 
after 40,000 miles, and 
Europe starting at 
only 35,000. 

And who knows 
With Frequent 
Flight Bonus 
Miles that 
never expire, 
you may even 
earn our ultimate 
TWA award: two 
First Class tickets 
around the world. 

If you're not a member of 
our Frequent Flight Bonus 
Program, call 1-800-221- 
2000, and we'll enroll you today. 
Get unlimited upgrades without 

losing mileage points. 
With TWA, you don't have to use 

mileage points to get upgraded to First and Business Class. 
Just fly 5,000 actual miles and we'll give you an unlimited 

number of Business Class upgrades to anywhere in the U.S. 
Fly 30,000 actual TWA miles for unlimited upgrades to Royal 
Ambassador® First Class in the U.S. or to Business Class when 
you fly across the Atlantic. Of course, space permitting. 

Earn bonus miles with every 
TWA VISA® card purchase. 

Does earning one bonus mile for every dollar you 
spend on merchandise sound good to you? Then just 
stop by any TWA ticket counter and pick up an appli- 
cation for the TWA Visa Card. 

Once your application is accepted, you'll receive a 
free roundtrip upgrade certificate. And, if you 

charge a roundtrip TWA ticket and fly 
within the first six months, you'll 

get an additional 1,000 
bonus miles. 

^^_    So apply 
today 

And 

make 
every dollar 

you charge bring 
you closer to your next award. 

TWA FFB® Program rules, offers, and award levels are subject to change without notice, 
and are available in our membership guide. 



PacifiCare's Terry Hartshorn 
Keeping off the critical list. 

Jeff MacMillan 

Edited by Jason Zweig 

A different drummer 
Used to be that late-night TV was 

the next best thing to two Som- 
inex and a mug of warm milk. Now 
insomniacs are kept wide awake by 
the get-rich-quick pitch of TV finange- 
list Wayne Phillips. He's the bearded, 
smarmy star of a seemingly ubiqui- 
tous 30-minute commercial, "Money, 
Money, Money," that plays overnight 
on some 400 TV stations and 4 cable 
networks. 

Phillips tells viewers that U.S. 
agencies have $33 billion available to 
finance small businesses. For $49.95, 
they can read all about this "free mon- 
ey" in Phillips' new book, How to Start 
Your Own Business by Doing Business 
with the Government. Since "Money, 
Money, Money" premiered in Octo- 
ber, Phillips has sold 250,000 books— 
$12.5 million worth. 

Great for Phillips, but a colossal 
headache for the Small Business Ad- 
ministration, which is currently log- 
ging up to 600 calls a day from view- 
ers asking for some of that "free mon- 
ey." The SBA, which does not make 
grants of any sort, is now urging TV 
stations to set the record straight. 

Just a few years ago, Phillips was a 
drummer in a jazz band. Then he quit 
and began drumming up investment 

business. He first struck pay dirt reha- 
bilitating low-income housing with 
loans from the city of Baltimore and 
the U.S. Department of Housing & 
Urban Development. Following nu- 
merous irregularities in his loan ap- 
plications, he was banned in 1985 
from borrowing any more federal re- 
habilitation funds in the Baltimore 
area. By then, however, he had moved 
on to Scottsdale, Ariz., where he got 
busy promoting "investment kits" on 
TV stations around the country. Last 
summer the Federal Trade Commis- 
sion forced him to refund as much as 
$240,000 to some 700 customers after 
failing to honor a "money-back guar- 
antee" on some of those products. 

Now Phillips is going international. 
When we tried to arrange an inter- 
view, we were told that he was in 
Europe on another venture. En 
garde—Claire Poole 

Marathon man 
This business is like a marathon, 

not a sprint," says Terry Harts- 
horn, chief executive of PacifiCare 
Health Systems, which runs health 
maintenance organizations in Califor- 

Micttcllc Singer 

TVftnangeitst Wayne Philips 
Insomniacs beware. 

nia, Oregon, Oklahoma and Texas. 
With most HMOS hemorrhaging 
losses, PacifiCare is one of the few 
publicly held outfits to have turned a 
profit in 1988 ($6.3 million on $434 
million in revenues). 

How did Hartshorn stay healthy 
while so many others ended up on the 
critical list? While such rivals as Max- 
icare and United Healthcare were 
rushing into new geographical areas 
like New York and Kentucky, Harts- 
horn has concentrated on rounding up 
new members in its California mar- 
kets, where the economy is strong and 
he can keep a close watch on medical 
costs. Meanwhile, PacifiCare has also 
launched an innovative health care 
program for the elderly on Medicare— 
Secure Horizons—which is proving 
both popular and profitable. 

With 70% of PacifiCare's shares in 
the hands of UnitHealth America, a 
nonprofit health care organization— 
and another 11 % owned by insiders— 
Hartshorn is under no pressure from 
Wall Street to run faster. And that's 
all right with him. "Some of the com- 
panies that have sprinted have run out 
of breath," says Hartshorn. He looks 
like a finisher.—Ellen Paris 

Sheer challenge 
I must admit," says William Malec, 

48, "that when the search firm 
called me I darn near hung up the 
phone." It's not just that Malec was 
happy with the job he held as treasur- 
er of Central & South West Corp., the 
Texas public utility holding compa- 
ny. What really spooked him was that 
the caller was recruiting a new chief 
financial  officer for  the Tennessee 
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Valley Authority, the debt-burdened 
government-owned agency that so far 
has spent $17.4 billion to build 17 
nuclear power units but has been able 
to get only 2 up and running. 

Malec says he accepted the job, 
which he begins Apr. 3, for "the sheer 
challenge of it." He's not kidding. 
Even the TVA'S chairman, Marvin 
Runyon, says, "Our very survival is 
threatened unless we take some im- 
mediate measures to make TVA more 
competitive." 

At Central & South West, Malec 
devised an innovative way for the 
utility to make money by factoring 
other companies' accounts receivable 
(FORBES, Dec. 28, 1987). At his new 
job, his main responsibility will be to 
wrestle with $18 billion in long-term 
debt. "For most utilities," he says, 
"the largest expense item on the in- 
come statement is fuel. At the TVA, 
it's debt service [$1.8 billion in 
1988)." Malec hopes to refinance the 
debt, much of which is owed to anoth- 
er government agency, the Federal Fi- 
nancing Bank, and carries coupons as 
high as 14.9%. 

Last year the TVA laid off 7,800 em- 
ployees and froze management sala- 
ries. (At $80,500, Malec's salary is 4% 
higher than his predecessor's.) But, 
says Malec, "TVA still needs more of a 
private enterprise approach." One 
key, he says, is "making the unpro- 
ductive assets productive." That has 
to mean reopening the TVA'S three 
dormant nuclear units. Wish Malec 
luck. He will need all he can get.—J.Z. 

William Malec of the Tennessee Valley Authority 
When the TVA called, he almost hung up the phone. 

Robbie McClaran 

Bailout bulls 
With projected costs of bailing out 

the thrift industry running as 
high as $205 billion over the next 
decade, investing in thrift stocks is a 
very scary business. But that is pre- 
cisely why Anthony Cope, 51, and 
Nicholas Adams, 28, the portfolio 
managers of Wellington Management 
Co.'s First Financial Fund (assets, $85 
million), are two of the most interest- 
ing contrarians around. Theirs is the 
larger and more successful of only two 
equity funds that specialize in savings 

Michael Carroll 

Fund managers Antho) ly Cope and Nichola 
Contrarians in a very scary business. 

and loan stocks. 
In 1988 First Financial's total re- 

turn was 24.9%, 8.4% better than the 
s&p 500. Because the fund is closed- 
end, it doesn't have to worry about 
redemptions and can thus invest in 
private placements and thinly traded 
thrifts. By contrast, assets in the only 
other publicly offered thrift fund—Fi- 
delity's open-end Select Savings & 
Loan Portfolio—have dwindled from 
$62 million in mid-1986 to $6.4 mil- 
lion today. 

For First Financial the going is still 
good. Cope and Adams have been 
seeking out thrifts that not only pay 
prudent rates on deposits but have 
large equity positions in the hands of 
management. They also stress diver- 
sification. The fund has stakes in 
nearly four dozen thrifts, none in the 
suffering Southwest. Among them are 
such long-term winners as Bay View 
Federal sfiu. of San Mateo, Calif., 
which specializes in lending on hous- 
ing in the prosperous San Francisco 
area, and Washington Federal sSu. of 
Seattle, almost all of whose full-time 
employees are shareholders. 

Cope, a British graduate of Cam- 
bridge, and Adams, a Princetonian 
(class of '83), are excited about the 
Bush Administration's bailout pro- 
posal, which will raise the thrifts' in- 
surance premiums while adding the 
support of a $50 billion bond issue. 
Won't increased premiums drag down 
the solvent thrifts? No, say Cope and 
Adams. They expect an invigorating 
transfer of deposits and loans from the 
dying thrifts to the sound ones. "If 
Congress can pass the bailout plan," 
says Cope, "it should give healthy 
thrifts a nice boost."—J.Z. 
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WE STAND 
BEHIND THE FAX. 

To most people, fax machines are pretty 

much the same. They look alike. They 

sound alike. And they all send your docu 

ments anywhere in a matter of seconds. 

So when it comes time to buy one for j 

your business, how do you choose? 

Is there really any difference?        A 

Most definitely 

Service. AT&T stands 

behind their fax 

machines with a 
nationwide *      wAfer 

network 

of service people and 24 hour "hot line" service. 

We're not saying that an AT&T fax will break down. 

We're just saying that if it ever does, we'll back you up. 

And that's a big difference. 

To find out which fax is right for your business, 

call AT&T at 1 800 247-1212, Ext. 130, AT&T 
The right choice. 



The Forbes/Wilshire 5000 Review 
Edited bv Steve Kichen 
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Could it be this good? In most markets, climbing stock 
prices mean higher P/E ratios. But thanks to strong earn- 
ings, the equal-weighted Dow P/E has dropped from 14.7 
to 12.6 in the last 52 weeks, even as the Dow average was 
posting a 12.1% gain. Dow profits are expected to rise 
again this year. According to consensus forecasts provided 
by the Institutional Brokers Estimate System, the Dow 
industrials are expected to earn a divisor-adjusted $243 in 
1989. This means that if the Dow retains its present P/E of 

12.6 and the estimates are on the mark, the Dow will be 
priced at 3062. What could get in the way of this pleasant 
prospect? The Dow earnings forecast may turn out to be 
too optimistic, or Wall Street could put a lower valuation 
on the Dow. 

For the two-week period ending Mar. 10, stocks posted 
solid gains. The Amex, with a 2.3% gain, was the best- 
performing exchange. The overall market, as measured by 
the Wilshire index, was up 1.9% 

Closeup On the Equity Markets 

Performance of six leading indexes 

Percent change 
Wilshire 

5000 
Forbes 
5002 

Dow [ones 
industrials 

NYSE 
Composite 

Amex Market 
Value Index 

NASDAQ 
Composite 

in last 4 weeks 0.6 0.3 -0.2 0.5 1.9 0.9 

in last 52 weeks 10.3 10.9 12.1 10.3 11.1 8.1 

Stock performance based on six key investor yardsticks3 

Percent change 
Company size Volatility" P/E multiple Dividend yield Growth profile5 Share price 

large small high low over 21 under 8 over 4.5% none high low over $34 under $4 

in last 4 weeks 0.5 3.1 2.9 0.6 2.1 1.6 0.1 2.6 3.0 1.3 1.1 2.7 

in last 52 weeks 12.3 13.2 10.0 5.5 23.2 11.0 0.9 14.1 8.7 10.1 17.5 -2.1 

'Wilshire index reflects price performance. It differs slightly from market value of outstanding stocks because of retirements of equity since index was created 2Based on sales. 
'Equal weighted indices containing all shares with market capitalizations over $10 million.4A stock's sensitivity to overall market movement High-volatility issues have wide 
price fluctuations, low-volatility issues are more stable. 'A quantitative evaluation of a stock's growth image, determined by Wilshire Associates. 

Note: All data for periods ending 3/10/89. Prepared by Wilshire Associates, Santa Monica, Calif. 
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Where the Action Is 

Wall Street strikes oil. Energy stocks shot up 4% in the 
last two weeks amid rising oil prices, expectations of 
higher inflation and estimates of growing energy con- 
sumption. The best gains in the group were posted by the 
energy service stocks, NL Industries, Helmerich & Payne, 
Baker Hughes and Odeco posted better than 10% gains. Is 
energy inflation really back? Joseph Battipaglia, who fol- 

lows energy stocks for Gruntal &. Co. in New York City, 
recommends a cautious approach. "The move in these 
stocks is premature and I expect them to pull back," 
Battipaglia says. 

While energy was a clear performance leader, seven 
other Wilshire sectors also posted gains. Consumer dura- 
bles was the only sector to decline. 
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What the Analysts Think 
Markup in consumer durables. Security analysts raised 
their 1989 earnings estimates for consumer durables 
stocks by 1.4%. fapanese stocks showed the greatest up- 

ward revisions. Estimates for Sony, NEC and Matsushita 
all rose by more than 6%. The 1989 forecast for camera 
and office machinery maker Canon was raised 19.7%. 

Forecasting the Forbes Sales 500 

Performance 
period 

Average 
earnings per 

■.hare         P/E 

latest 12 months 
1989 estimates 
1990 estimates 

$3.40         11.9 
l.<>5         10.2 
4.44           9.3 

Rank based on 
change in estimate               Sector 

Estimated 1989 
EPS             P/E 

% change in 1989 estimate 
in 2 weeks      in 4 weeks 

1                        Consumer durables $5.08 10.2 1.41% 1.61% 

2                        Energy 3.10 12.1 0.75 0.86 

3                        Raw materials 3.51 9.1 0.58 1.07 

4                          Finance 3.76 8.0 -0.05 0.12 

5                        Consumer nondurables 2.72 13.1 -0.10 -0.17 

6                        Utilities 3.08 10.1 -0.12 -0.27 

Capital goods 3.00 12.6 -0.14 -0.34 

8                          Transportation 2.82 10.5 -0.39 -0.59 

9                        Technology 3.19 11.0 -0.84 -1.32 

Earnings projections consensu estimates ttom ova < <xx) security analysts Data arc compiled and updated continually by the Institutional Brokers 
I atimate System ,iBts   i ., NIU York based brokerage lirm 

Note All d.it.: tor periods en.l i. "^TTT"'Tp7<HT"TrTT7~TTT!TritcTT!!nt7Ni^ 
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Now you can rent a car 
without standing in any lines, 

stopping at any counters, 
filling out any contracts, 

or even starting the engine. 
Hertz #1 Club Gold 

>37M^ofa31 

Hertz introduces the fastest and easiest way ever to rent 
a car—Hertz #1 Club Gold Service.™ 

At selected airport locations the Hertz bus will take 
you right to the #1 Club Gold area (we plan to have over 30 
of these locations by year end). 

\        see your name and car location displayed on our computer-controlled sign. 
Your car will be warmed up and climate-controlled. 
Just hop in and take off. 
There's no paperwork. No lines. Nothing to slow you down. 
To become a #1 Club Gold member, you have to sign an Enrollment 

Agreement and pay a $50 annual membership fee. For information, call 
1-800-654-3131. 

At Hertz we never forget that you traveled 500 miles per hour to get to us. 
So we're not about to slow you down. c HERTZ SYSTEM INC 1989 

Hertz #1 Club Gold 

—     J. SMYTH                      O                                     *1CU> 
T. JflNS        —»           ™                          |     j stTTTH 

^—   n. unjc                            .                                   2     T   JflNS 
B. BHILEY   -»             T                             3    R LflNDE 
                                                          4   8 BftlLEY m aEUBHS 
KflBJ) • 

5    J RICE 
9  FUflNS 

7    M  3KLT6 

1 Ril 

^       'V          8    K FIELD 
M»   V     9  e satavH 

^k    V     O    C  8PE1£R 
^    V        .    T  ARNOLD 

Hertz 
Hertz rents Fords and other fine cars. 



The Funds 

For a while it seemed as though Pickens 
and Grace had the takeover of Clemente 
Global Growth wired. No longer: a penalty 
for overlooking a spider web of long-estab- 
lished relationships. 

The Japanese 
connection 

By Richard Phalon 

THOUGH JAPANESE BANKERS and bro- 
kers are getting conspicuously more 
aggressive in the U.S. takeover game, 
it is clear they are holding to the tradi- 
tion of no quick-turn profits at the 

expense of established long-term rela- 
tionships. Exhibit A: the bloody noses 
suffered by Thomas B. Pickens III and 
the Sterling Grace group in a stymied 
attempt to take over the $54 million 
Clemente Global Growth Fund. 

Pickens, son of the T. Boone Pick- 

ens, and his partners, John and Oliver 
Grace Jr. of Sterling Grace Capital 
Management, had a lot going for them 
when they opened a tender offer for 
Clemente Global a little over two 
months ago. 

First of all, there was the track rec- 
ord. The Grace-Pickens group had 
made good profits for outside share- 
holders in helping to force the open- 
ending of the Japan Fund, and the 
Graces had done the same for Britain's 
Crescent Japan Investment Trust. 
Who was to say the appeal of another 
quick arbitrage play would not fly 
with Clemente Global, a closed-end 
fund that had been trading at an al- 
most chronic discount from its birth 
in June 1987? 

There was plenty of muscle show- 
ing, too. The takeover group, amiable 
enterprising types in their thirties, 
launched the tender only after having 
bought up almost 19% of Clemente 
Global in the open market. All the 
tender offer (at around $8 a share, or 
92% of net asset value) had to draw 
was another 32% of outstanding to 

< (ententes and office mascot 
Having the right kinds of friends never hurts. 

Charlvn ZJomick 
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Tence 
and a shattered life. 

)n November 17, 1986, the car in which 
"ara Meyer was riding was in an acci- 
ent. Unfortunately, she wasn't wearing 
er seat belt. So like 150,000 other 
ictims each year, her head hit and 
hattered the windshield. 

But unlike many of the others, Tara Their idea helped make more than 
suffered no facial cuts or lacerations. just a safer windshield... it made a 

The difference? difference. 
A new idea developed by a group of And that's something we try to do in 

Du Pont engineers. They believed that a everything we do. 
thin layer of plastic along the inside of At DuPont, we make the things that 
the windshield would keep the razor- make a difference, 
sharp, shattered glass on the outside— 
away from the occupants. 

Better things for better living. WTO 
"*£ u s «»T a TM o*' 



give Grace-Pickens control. 
Unfortunately for the group, the 

amount of stock actually tendered— 
about 1.34 million shares—did not 
reach the 1.84 million shares mini- 
mum on which the offer was based. 
Further, at least 75,000 of the ten- 
dered snares were withdrawn as it be- 
came more doubtful that the group 
would make it over the top. 

What happened? It looks as though 
the group did not give enough weight 
to the intricacy and strength of the 
ties between the husband and wife 
founder-managers of the fund, Lilia 
and Leopoldo Clemente, and its other 
major shareholders. 

The result is that the outsiders may 
be mired in a Hobson's choice—too 
little stock to take control, too much 
to unload in the open market at a 
profit. What the Grace-Pickens group 
misread is the Japanese connection. 

Lilia Clemente's own connections 
to Japan go back almost 20 years, 
when, as the Ford Foundation's first 
woman investment manager, the now 
48-year-old Filipina helped to interna- 
tionalize the institution's portfolio 
(FORBES, Sept. 7, 19X7). Of the dozen or 
so Japanese interns Clemente trained 
while at the foundation, many suc- 
ceeded to big jobs back home. "I tell 
them, 'Hey, remember Sensei (teach- 
er),' " laughs Lilia. 

One of the Clementes' biggest advi- 
sory clients outside the cluster of the 
three publicly owned funds they man- 
age is American Family Life Assur- 
ance of Columbus, Ga., a major seller 
of supplemental cancer and geriatric 
coverage in Japan. Its over $4 billion 
in statutory yen reserves generate a 
lot of bond business for Japanese bro- 
kers and banks. American Family 
Life, in turn, owns 25% of the Cle- 
mentes' advisory firm—the very one 
the Grace-Pickens group made an of 
fer to buy along with the Global Fund. 

Yet another knot in the Japanese 
connection: The Clemente Global 
Growth Fund's structure—closed- 
end, Big Board listing, with a mission 
to invest in small and medium-size 
companies, particularly in Asia—was 
drawn to Japanese specifications. 
Sanyo Securities, with an assist from 
other Japanese underwriters like 
Daiwa and Yamaichi, placed about 

(it the original issue in Japan. 
"We have the Japanese to thank for 
the iund," sa\s I ilia Clemente. Secu- 
rities & Exchange Commission filings 
show that sizable chunks of the stock 
were placid m equally friendly hands 
here and in LIP 

The key pic i n the mosaic is the 
30% or so of out riding slmres held 
in the name of 1        i Hank. Leo Cle- 

mente says the Grace-Pickens ap- 
proach to Daiwa and then Sanyo Secu- 
rities here went something like this: 
"The Clementes are doing a bad job. 
Vote along with us to throw them out, 
and we'll put together a global lever- 
aged buyout fund that will make a lot 
of money for you and your clients." 

A source close to the takeover 
group says only "we talked to the 
Japanese in terms of getting informa- 
tion to them. They're sophisticated 
enough to see what's going on." The 
Japanese made it clear they are in for 
the long pull, and have lost none of 
their distaste for hostile takeovers. 

Where does that leave the takeover 
group? Painted into a corner by a web 
of connections that young Pickens 
and company mistakenly thought 
they could undo. The fund's directors, 
admittedly on the defensive, added to 
the pressure by buying in a modest 
amount of stock and offering share- 
holders a vote three years hence on 
the option of open-ending the fund. 
The group has other worries: an SEC 
investigation into the legality of the 
tender offer, and a court order that has 
blocked it—for now. This adventure 
could prove to be a costly lesson in 
Japanese group dynamics. ■ 

The Funds 

Peter Lynch s ten-year record is outstand- 
ing. But the Magellan Fund was a very 
different beast ten years ago. Its recent 
record is merely excellent. 

Can Lynch live up 
to his reputation? 

By Jonathan Clements 

F| IDELITY MAGELLAN portfolio 
manager Peter Lynch has a like- 

ly winner in the new book he 
has written, One I p On Watt Street, 
published on Feb. 28. Already 80,000 
copies are in print, and the famous 
fund manager is hopping around the 
country from broadcast studio to 
broadcast studio to promote it. As 
books on investing go, it's not bad. 
Instead of bromides about tulip bulbs 
and buying low and selling high, it 
offers useful insights about how to 
pick apart a balance sheet or spot an 
up-and-coming product. 

The book's publication provides yet 
another chance for the business me- 
dia to lavish praise on Lynch, who has 
the best ten-year record in the mutual 
fund industry and manages its fourth- 
largest fund (the three bigger ones are 
bond funds; Magellan buys only 
stocks). In the decade ending Decem- 
ber 1988, the $9 billion Magellan 
Fund  returned 30%   a  year,  versus 

16.3% for the s&p 500. A fine record, 
indeed. 

For Lynch and his employer, the 
book's payoff isn't just the $3 or so in 
royalties on each $19.95 hardcover. 
Chances are, a lot of investors who 
read the reviews won't just buy the 
book; they will also send their invest- 
ment dollars to the Magellan Fund. 
Lynch's ten-year record, however, is 
unlikely to be repeated. Consider: 
• Lynch outperformed the S&P 500 by 
almost 26% a year from 1977, when 
he took over the fund, through 1983 
(see clxirt, p. 176). During these seven 
years, the fund's average year-end as- 
sets were $330 million. In the five 
years since, when Fidelity Magellan's 
net assets averaged $6 billion, Lynch 
has beaten the stock market by only 
2.2% a year. 
• From 1977 to 1983, when Lynch had 
his most spectacular results, the 
fund's average annual turnover was 
greater than 230%. Since then, Magel- 
lan's turnover has slowed to 101%. 
"It's much harder to turn over $9 bil- 
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Get OnThe Fast Track 
&Win! 

VENTURE, the magazine for entrepreneurial business 
owners and investors, is the odds on favorite when it 

comes to keeping abreast of the hottest entrepreneurial 
opportunities. It'll get you on the fast track and give 

you the inside edge staying there. And when you're on 
the fast track, you know that every advantage you 

can possibly have is important. 
Subscribe now 

and we will send 
you a FREE copy 

of "The 15 Hottest 
Entrepreneurial 
Opportunities of 

1989"—a spe- 
cially prepared 

report that brings 
you a gold mine of 

ideas on just the 
kind of exciting, 
high return ven- 

tures you are look- 
ing for. We think 

you'll find it 
fascinating! 

Venture 
The Best Advantage 
You Can Have. 

Venture I h Winning Ticket! 
□ YES, I want to join the winner's circle. Please enter my 

subscription to VENTURE for 2 years—that's 24 issues for 
just $19. And send me a FREE copy of "The 15 Hottest 
Entrepreneurial Opportunities of 1988" with my 
subscription. 

J3011 

Name 

□ 1 prefer one year for $18. 

□ Payment enclosed. 

Address 

□ Bill me. 

Allow 4-6 weeks for delivery of first issue In Canada add $5. all foreign add $30 per sub 
script ion year. Foreign orders must pay by check or money order (U.S. currency only.) 

City State Zip 

VENTURE    P.O. Box 3108, Harlan, Iowa 51593 



lion than $2 billion," Lynch agrees, 
though he notes that Magellan's re- 
cent turnover is higher than the pub- 
lished numbers. Turnover is mea- 
sured by the lesser of portfolio sales or 
purchases divided by average assets 
under management, so during periods 
of rapid asset growth, turnover gets 
understated. 
• At the end of Lynch's first year as 
Magellan's manager, the fund owned 
63 stocks. That number has since bal- 
looned to over 1,400. 
• Lynch has taken to buying more 
liquid, larger-capitalization stocks. As 
of September 1988, his top five hold- 
ings were IBM, Ford, Philip Morris, 
American Express and Federal Na- 
tional Mortgage Association. Their 
average market capitalization: $26 
billion. Lynch's best returns, howev- 
er, came from betting on much small- 
er companies. At the end of his first 
year as Magellan's manager, his larg- 
est five holdings were Congoleum 
Corp., Xtra Corp., Mission Insurance, 
Liberty Corp. and La Quinta Motor 
Inns. At the time, these five had an 
average market capitalization of $110 
million. Since then, stock prices have 
tripled, so Lynch is now effectively 
buying companies that are 79 times 
larger. 

"If I had a $100 million fund over 
the last five years, I would probably 
still have bought Ford and Fannie Mac 
instead of La Quintas and Service Cor- 
porations," retorts Lynch. (Service 
Corp. International, a chain of funeral 
homes, was a big winner for the Ma- 
gellan Fund in the early 1980s.) "One 
reason it's been hard to beat the mar- 
ket is that the major ingredients that 
make up the market are Fords and 

Magellan's Peter Lynch 
A tough opening act to follow. 

Mercks, and these companies are real- 
ly doing a lot better now." 

True, big companies did very well 
in the 1982-87 rally. But in Lynch's 
statement there could be an element 
of sour grapes as well. He can't, after 
all, get a meaningful position in La 
Quinta now. In 1978 it was 2.6% of 
Magellan's assets. That same fraction 
of the fund today would buy all of La 
Quinta's stock, with money to spare. 
It would now take a lot of La Quintas 
for Magellan to produce spectacular 
results. How many is Lynch capable 
of finding? 

FORBES rates funds over three mar- 

Magellan then and now 

Peter Lynch far outstripped the S&P 500 through his first seven years at 
Magellan's helm. But Lynch's market-beating margin has since dwindled 
as the fund's assets have ballooned and its turnover slowed. 
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ket cycles, from February 1978 to De- 
cember 1988. In this system Magellan 
takes honor grades of A+ in up mar- 
kets and A in down markets. The 
length of the evaluation period re- 
duces the chance that a fund can look 
good on the strength of a flukish 
streak. The weakness in the system is 
that it doesn't dock funds like Magel- 
lan that have changed radically in 
makeup. 

Peter Lynch, for his part, concedes 
that his early record is unrepeatable. 
"I don't think I'm going to beat the 
market by 15% a year," says Lynch, 
but then he adds: "I've been saying 
that since 1982." 

Not that Lynch has anything to be 
ashamed of—beating the market by 
more than 2% is still something to 
brag about. But if you stack this five- 
year record up against competing 
funds, Magellan doesn't come out as a 
compelling buy. Over the past five 
years, 20 funds outperformed Magel- 
lan, investors looking for a U.S. stock 
fund might want to skip Magellan and 
instead take a look at Mutual Series 
Qualified, Mutual Shares and Van- 
guard Windsor. All three have lower 
expenses than Magellan, take less risk 
and don't charge a sales load, which 
Fidelity Magellan has imposed ever 
since it was reopened to new inves- 
tors in 1981. 

Magellan, which accounts for 11 % 
of the money that privately held Fi- 
delity investments has under manage- 
ment, is a big revenue source. Though 
Magellan's assets have grown 450- 
fold in the past dozen years, the ex- 
pense ratio (which includes a perfor- 
mance bonus) is only 35 basis points 
lower, at 1.14%. That's almost double 
the average expense ratio for the other 
seven giant equity funds (those with 
more than $3 billion). During the fis- 
cal year ending March 1988, Magellan 
generated $108 million in manage- 
ment and other fees. Fidelity's broker- 
age arm collected 17% of the $23 mil- 
lion in commissions thrown off by the 
fund. During the same fiscal year, the 
3% load, which is not imposed on 
Fidelity employees and some thrift 
plans, yielded $52 million to the Bos- 
ton-based fund group. 

Though Lynch concedes that Ma- 
gellan is no longer capable of beating 
the market by 15%, he still bristles at 
any suggestion that his performance 
has deteriorated. "In a golf analogy, I 
shot a bunch of 68s and everybody in 
the field was shooting 80s. And now 
I'm shooting 75, and everybody else is 
still shooting in the mid-80s. And 
you're saying, 'What's wrong with 
your golf game?' I still think Magellan 
can beat the market." ■ 
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This billboard brought fame, 
fortune and an award to a Florida bank. 

Along the expressways of Jacksonville, 
Barnett Bank sponsored a series of billboards 
that showcased the talents of local Florida 
artists. This focused public attention on 
Barnett Bank, helping them win new depos- 
itors and a Business in the Arts Award—an 
accolade that comes complete with local and 
national recognition. 

The competition is open to businesses of 
any size that contributed dollars, personnel, 

goods or services to the arts. 
To nominate your business—or someone 

else's—write the Business Committee for the 
Arts, Inc., 1775 Broadway, Suite 510, New 
York, New York 10019. Or call (212) 664-0600 
for nomination information. 

The deadline for entry is May 31, so enter 
soon. And perhaps you, too, can put your 
company on the road    tZl 
to fame and fortune.     I I 

BUSINESS COMMITTEE 
FOR THE ARTS. INC. 

This advertisement prepared as a public service by Ogilvy & Mather. 
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NOW YOU CAN 
WATCH "DYNASTY" 

OR START BUILDING 
YOUR OWN. 
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• 

1 
m ,.,„ 

You can watch entertaining programs 
about the rich and famous; or you can turn 
to Financial News Network and learn how 
to join them. 

FNN is cable's money channel, the 
leading source for up-to-the-minute business 
news and personal money management 
advice. We tell you what's happening and 

what's about to happen with real estate, 
stocks and bonds, taxes and much more. It's 
an entire network designed to help you make 
the most of your money. Only on cable. 

Can you afford not to watch? We're 
FNN, the television alternative for people 
who want to be the rich and famous, not just 
watch them. 

FINANCIAL NEWS NETWORK 

IT PAYS TO WATCH! 
eiwsFiHANCuy. NEWSNCIWO 



Capital Markets 
MONEY & INVESTMENTS 

By Ben Weberman 

The thrift bailout bonds might be good 
buys, especially for tax-exempt accounts 
such as IRAs and Keoghs. 

SILVER LINING 

that on U.S. Treasury bonds, which 
now pay 9.1% on the longest matu- 
rities. Still in question is whether 
interest on Refcorp bonds will be 
exempt from state income taxes. 
However, at least one Treasury offi- 
cial says they will be exempt. 

Treasury paper is always state- 
exempt. But Ginnie Maes, mort- 
gage-backed issues that are federally 
guaranteed but not issued by the 
Treasury, are taxed by the states. 

Without a state tax exemption, 
the new Refcorp bonds would have 
to pay comfortably more than Trea- 
surys. Then the Refcorps would be 
excellent buys for a tax-exempt ac- 
count, such as an IRA or a Keogh. 
They might not be good for taxable 
investors, however, especially for 
the unfortunates who live in such 
high-tax states as Connecticut, 
Massachusetts, California and 
Iowa. State taxes take as much as 70 
basis points from your aftertax re- 
turn—and this allows for the fact 
that state income taxes are deduct- 
ible on the federal return. 

What if Refcorps do win a state 
exemption? Their yield premium to 
Treasurys probably wouldn't be as 
rich, but they would still be good 
buys, for taxable and exempt ac- 
counts alike. 

What will this flood of bailout 
bonds do to interest rates? Will it 
push them up? In general, it should 
not. After all, there is no net change 
in credit demand or supply when an 
S&L is liquidated and its depositors 
are paid off. In effect, the govern- 
ment displaces a federally guaran- 
teed CD with a federally guaranteed 
bailout bond. 

The thrift rescue may, however, 
have some impact on relative yields 
at different parts of the maturity 

The coming thrift bailout is a disas- 
ter for taxpayers. Its cost will be at 
least $100 billion—and a lot more if 
you count the interest that will be 
paid over the next decade. But good 
opportunities could lie ahead for 
bond buyers. 

The bonds to finance the liquida- 
tion of sick savings and loans won't 
literally be Treasury obligations, 
since such an arrangement would 
force the government to include the 
cost of the bailout in the federal 
deficit. Instead, the bonds will effec- 
tively be federally guaranteed, as are 
Ginnie Maes. As a result, the bonds 
will probably offer a premium yield 
over Treasurys. But their credit 
quality will be almost as solid as 
that of Treasurys. 

Under President Bush's proposal, 
the finance arm of the new bailout 
agency will be called the Resolution 
Funding Corp., or Refcorp. Interest 
payments on these bonds will come 
from the thrift industry, but there 
will be a Treasury guarantee to 
make good on any shortfall. Ulti- 
mately, a large portion of the cost 
will be borne by taxpayers. 

Current market thinking is that 
the Refcorp issues will carry a yield 
about 30 basis points greater than 

Ben Weberman is a contributing editor of 
FORBES magazine. 

spectrum. It could push the yield 
curve up a little here and push it 
down there. How so? To the extent 
that savings associations are liqui- 
dated, short-term deposits will dis- 
appear, while long-term debt will be 
created. Supply will shrink a little 
at the short end and grow at the long 
end. Assuming that the former de- 
positors don't lose their taste for 
short- and intermediate-term in- 
vestments, the market will presum- 
ably respond by pushing up prices 
on short-term investments while 
pushing down prices on long ones. 
To put it another way: The thrift 
bailout, other things being equal, 
will push down yields on short 
money a bit while pushing them up 
on long bonds. 

To provide the first S50 billion for 
thrift liquidations, Refcorp would 
sell that amount to the public over 
three years. To pay principal, indus- 
try funds—from the Federal Home 
Loan Banks, from some of the S&L 
insurance premiums and, if neces- 
sary, from FSLIC receivership as- 
sets—would be used to purchase 
zero coupon, 30-year securities is- 
sued by the government. These 
would cost $6 billion to $8 billion, 
depending on interest rates when 
the deal is closed. 

The zero coupon arrangement 
complicates the bond supply situa- 
tion a bit. At the same time Refcorp 
dumps a 30-year bond on the mar- 
ket, it buys a 30-year zero. Net ef- 
fect? Mathematically, about the 
same as dumping an 18-year bond 
on the market. In short, even with 
the zero coupon in the picture, the 
net effect of Refcorp funding will be 
to push up the relative supply of 
longer-term paper. 

Other factors, meanwhile, will be 
pushing up interest rates in the 
shorter maturities. By late spring, I 
predict, the economy's strength will 
reappear and another credit tighten- 
ing will take place. Money market 
rates will ratchet up. 

Combine Refcorp's impact with 
the Federal Reserve's inflation- 
fighting and you have a recipe for 
slightly higher rates across the 
board. If you have money to lend 
out, plan on doing some serious 
lending as soon as the Refcorp 
bonds hit the market. But remem- 
ber that the longer-term trend in 
mterest rates is down, and that 
those investors who wait too long 
will miss the rally. When the Fed 
does get a grip on inflation, easing of 
monetary policy will be rapid. ■ 

FORBES, APRIL 3, 1989 179 



Portfolio Strategy 
MONEY & INVESTMENTS 

The most basic precept of portfolio man- 
agement is to let your winners run. The 
takeover craze nips that rose in the bud. 

I CALL THEM 
"TAKEAWAYS" 

By Kenneth L. Fisher 

Leafing through my columns of re- 
cent years you might think I love 
takeovers. Not so. I have had more 
than my share, but I have come to 
hate them. While they may give a 
quick boost to the coffers, they even- 
tually make a money manager's life 
miserable. More important, take- 
overs defy the most basic precept of 
portfolio management. "Take- 
aways" is more like it. Here's why. 

When I was a kid my father 
drummed into my head this bit of 
age-old wisdom: "Let your winners 
run and cut your losses short." But 
it's tough to let your winners run 
when they keep getting taken over 
at small markups to the market. 
Take my Mar. 6 column on brand 
names as a strategic advantage. The 
column as submitted named eight 
stocks for your consideration. By 
the time the column "closed," two 
weeks later, takeover bids had been 
made on two of them, SSMC Corp. 
and Formica—each with a gain of 
less than 50%. The morning after 
the column closed, a deal came on a 
third, Coleman. We broke into the 
print run to reflect the news. 

A markup of nearly 50% only 
sounds good. Here's the rub: Really 

Kenneth I Ffsber is a u oodside CaUf.-based 
money managa He has written two /xxjfe. 
The Wall Sired Waltz unci Supei Sft 

good holdings are the kind on which 
you might make several hundred 
percent over a number of years. If 
you give those up for a quick 30% to 
50% gain, it's hard to find equally 
good things to replace them with. 
Result: Your average portfolio qual- 
ity tends to fall, and so will your 
long-term results. 

Admittedly, losing three of eight 
picks in one column is unusual. 
Nevertheless, the recent bludgeon- 
ing from takeaways has been relent- 
less. According to Buyouts, a news- 
letter from Venture Economics of 
Wellesley Hills, Mass., there were 
304 leveraged deals totaling $98 bil- 
lion in 1988, most of which were 
some form of takeover. Only 17 sep- 
arate deals out of the 304 were val- 
ued above $1 billion. 

Fully 124 takeaways, or 41%, 
were in the $100 million to $1 bil- 
lion region, just where I have most 
often found both liquidity and val- 
ue. That's 124 reasons my life has 
gotten tougher—yours too. At that 
level they took away 8% of what 
was out there at the start of 1988. 
And you can bet those 
takeaways weren't the worst 8%. 

I can't say that all of those 124 
takeaways were great deals for the 
buyer. But I can say that on average 
the takeaways focus on firms with 
the kind of strategic advantages— 
like high relative market share, 
low-cost production or leading 
brand names—that make for a good 
long-term holding and that offer the 
fat profits that will pay off the debt 
needed to do the takeaways. 

The Coleman takeover teaches 
another lesson. Sheldon C. Cole- 
man, the firm's chief executive, is 
taking it private. He already effec- 
tively controlled Coleman through 

his and his family's 24% ownership. 
If he thought the company might do 
poorly, he certainly wouldn't want 
to boost that considerable stake. 

So why is he taking it private? He 
must agree with me that it's worth a 
good deal more than he is paying. 
And who could know better than 
Coleman, with his access to inside 
information? My point is that take- 
aways rarely are done on a fair play- 
ing field, and rarely done at the 
highest price for the shareholders' 
best interests. If they were, there 
would be nothing left for the takers. 

Our problem now, in any case, is 
that there aren't many great stocks 
floating around out there, and fewer 
all the time. What's a great stock? 
My definition is simple: It's the very 
unpopular stock of a very good com- 
pany. That means a firm selling at 
low valuations, but also one that 
has strategic attributes that allow it 
to make above-average profit mar- 
gins or above-average growth. When 
you can find them, you can get a 
double whammy as the company 
does well, grows, makes profits, and 
the stock market comes to appreci- 
ate the unexpected quality—and 
bids it up in popularity and price. 

But, sadly, the market is simply 
too dam efficient to allow for lots of 
those. They exist only if they have 
fallen between the cracks some- 
where. If they take away too many 
more I may soon have to talk 
FORBES into letting this column be a 
tip sheet on the race track. At least 
more ponies are bred every year. 

Meanwhile, here are three cheap 
stocks I hope they don't take away: 
Apogee Enterprises (14) has knocked 
some heavy players out of the box to 
become the top dog in nonresiden- 
tial high-rise curtainwall construc- 
tion. En route, a very competitive 
field has become less so, and Apogee 
may make some nicely fatter profits 
in coming years, sa Systems (12) is 
now the low-cost assembler of cir- 
cuit boards for computers of all 
kinds. That, too, spells good poten- 
tial profit margins that would play 
nicely with its low valuations and 
high past and potential future 
growth rates. 

Finally, in the buy-them-out-of- 
season department, there is General 
Host (8). The nation's largest nursery 
chain isn't apt to blossom until this 
multiyear, 1987-to-19?? drought is 
over—but by then it should be too 
late to buy the stock at wilted 
prices, including steep discounts to 
sales and asset values. ■ 
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Issue Date: June 12, 1989 
Ad Closing: April 17, 1989 

A Forbes 1989 Information 
Industry Supplement 
Office Systems for the 90s: 

Tying It All Together 
Take advantage of this special marketing 
opportunity from Forbes to advertisers of 
information systems, equipment, services 
and peripherals. Put your selling message in 
this upcoming information industry supple- 
ment—at ROP rates—where it will be sur- 
rounded by compatible text. Expose your 
company's story to the executives who are key 

to their companies' information systems' 
investments. Also participate in the reader 
service card for maximum response. 

When management is seeking bottom 
line solutions to office automation in the 90s, 
show them how your company's products 
improve the equation. For more information, 
call your local Forbes sales representative 
or Arnold J. Prives (212) 620-2224. 

Forbes 
Capitalist Tool 



Observations 
MONEY & INVESTMENTS 

The next new peak of interest rates will be 
inflicted by foreign creditors, not the Fed. 

THE COUNTDOWN 
HAS BEGUN 

By Ashby Bladen 

Alan Greenspan's Fed has begun to 
push interest rates toward the new 
peaks we need to fight inflation and 
maintain our foreign creditors' con- 
fidence in their holdings of dollars. 
Those dollars are the rapidly in- 
creasing ious of the American peo- 
ple. Without an equally rising in- 
centive to hold them—higher 
yields—our creditors will unload, 
causing their foreign-exchange val- 
ue to crash. That, in turn, will de- 
press our already stagnant standard 
of living. But the Fed cannot push 
rates all the way to new peaks be- 
cause our domestic economy is now 
so ovenndebtcd that such a move 
would cause a depression overnight. 

The trap was dug by nearly 30 
years of excessive American bor- 
rowing and spending. It could have 
been avoided only if Paul Volcker's 
Fed had continued its crunch in 
1982, even after Mexico signaled 
the onset of the Third World's debt 
crisis by saying that it could not pay 
its debts. But continuing the crunch 
would have turned the Third World 
crisis into a disaster then and there, 
so the Fed retreated. Since then, the 
net debtor nations have simply bor- 
rowed and spent themselves further 
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into the hole, and now we have 
joined them in it. 

We didn't foresee the trap because 
economists sold us the myth that 
monetary policy works like a valve 
capable of fine-tuning the flow of 
purchasing power in the economy 
to create full employment without 
inflation. But experience shows that 
it is more like an on/off switch. A 
credit crunch has little effect on in- 
flation until it also has a devastating 
impact on financial conditions and 
employment. It works not by fine- 
tuning the rate of debt formation, 
but by scaring the daylights out of 
debtors and the managers of finan- 
cial institutions that have interest- 
bearing assets and liabilities. 

If a crunch makes it impossible to 
roll over old debts, the debtor goes 
bust, his employees get fired, and 
his assets are sold for whatever they 
will bring to satisfy his creditors. 
And when a crunch pushes market 
rates of interest above the level a 
financial institution can pay on its 
liabilities, its depositors and other 
creditors withdraw their funds, 
forcing it to sell its interest-bearing 
assets on the market. Finally, if the 
crunch has depressed the market 
value of its assets below the amount 
it owes its creditors, it also goes 
bust, and its managers get fired. 

Once an inflation-hedging bor- 
rowing-and-spending spree gathers 
momentum—as happened right af- 
ter World War I, and again in re- 
sponse to the new economics of the 
Kennedy Administration—it can be 
broken only by a crunch so severe 
that it scares people back into last- 
ing prudence with respect to bor- 
rowing and spending. The Fed did 
the job right exactly once—in 1920- 
21, when it broke the high cost of 

living by forcing wholesale prices 
down 50% in 12 months' time. 

The Fed does not wish to be 
blamed for the next depression, so it 
will not voluntarily inflict another 
crunch that drives rates to new 
peaks. Instead, the peak will come 
as it did in the rest of the Third 
World—when our headlong plunge 
into debt finally destroys our for- 
eign creditors' confidence in the 
creditworthiness of the American 
people. The only question left is: 
When that will happen? 

In the last issue of FORBES I sug- 
gested that the whistle will be 
blown by the London Economist 
magazine. Its Mar. 4 issue had an 
article entitled "Bush's off-budget 
iceberg," which reported that our 
federal government makes, guaran- 
tees or subsidizes one-third of all 
the nonfederal borrowings in the 
country—$1.2 trillion worth in 
1980-87. Much of that was used to 
buy businesses and real estate as 
inflation hedges, on the basis that 
heads the borrower wins but tails 
the taxpayers lose. Thus the thrift 
debacle is just the tip of the iceberg 
of potential losses. 

And the Mar. 11 Economist had an 
article entitled "The Fed's barmy 
bailout of thrifts." It reported that 
the Fed has agreed to make loans 
secured by the bailout notes of the 
insolvent Federal Savings & Loan 
Insurance Corp., which Congress so 
far has refused to say are backed by 
the U.S. Treasury. Until now the 
Fed's policy has been to make loans 
on only obviously sound collateral. 
In my opinion, a Fed policy of mak- 
ing dubious loans for political rea- 
sons carries us a giant step toward 
banana republic status that we 
should not take. It can only further 
weaken the confidence of our for- 
eign creditors. 

Congress should torpedo the hyp- 
ocritical and confidence-destroying 
off-budget bailout of the thrifts by 
declaring that the FSLIC'S notes are 
not backed by the Treasury, and or- 
dering it to borrow directly the 
funds needed to pay off the busted 
thrifts' deposits. But that would 
blow the Gramm-Rudman ceiling 
sky-high. 

As long as the American people 
continue to borrow and spend, we 
are heading for full-employment 
inflation not for a cyclical reces- 
sion. And the most important 
thing for you to remember is that 
the countdown to crisis interest 
rates has begun. ■ 
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Mosr OF mm 
WE HAD TO SAY 

ABOUT BUSINESS 
THIS MORNING WAS 

UNPRINTABLE. 
THE MORNING TIMES -   4 

Soviets Sign Dow, Dollar 
On Afghan Pullout   '—'-   Sag U 

Trade 

J\ * 
NATION'S BUSINESS TODAY® ON ESPN.Z 

WITH THE LATE-BREAKING STORIES THAT 
MORNING PAPERS JUST CAN'T COVER, 
WE GIVE YOU A COMPETITIVE EDGE. 

The business world is still up after most newspapers have 
been put to bed. So a lot of what happens overnight catches 
them napping. And if you're not careful, it might catch 
you too. 

Which is why you should wake up with "Nation's 
Business Today" on ESPN. 

Starting every weekday at 6:30 AM (ET), "Nation's 
Business Today" brings you two hours of up-to-the-minute 
business news. Broadcast live from the nation's capital. 

We cover all the latest financial and economic develop- 
ments across America and around the world. In a consis- 

tent feature format that 
makes it easy to find the 
information most critical 
to your own business. 

We also provide 
interviews with today's 
business leaders. Special 
reports on small business, 
technology, international 
trade, investment oppor- 
tunities and the movers 

l 1988 ESPN. Inc. 

Daily News Schedule 

(All Times Eastern) 
1st    2nd   3rd 

V2hr 'fchr 'fchr 
4th 
'fchr 

Top Business News 6:30  7:00  7:30 8:00 
Financial News 6:35  7:05   7:35 8:05 
Small Business News 6:40  7:10 7:40 8:10 
Special Business 

Features 6:50            7:50 
CEO Close-Ups 
Internat'l Business Line 

7:15 
7:25 

8:15 

and shakers on 
Capitol Hill. And 
even weather fore- 
casts for business 
travelers. 

With their own 
unique blend of 
insight and analy- 
sis, our anchors 
will give you an 
insider's perspec- 
tive on where the business world is heading. Carl Grant is 
an award-winning anchorman and investigative reporter as 
well as a nationally renowned business and government 
expert. Meryl Comer is an Emmy Award-winning producer 
and journalist. Together, they bring more than 40 years of 
solid business news expertise to ESPN. But it should come 
as no surprise that a network so acclaimed for covering 
tough competitors at play would be equally good at cover- 
ing them at work. 

"Nation's Business Today" on ESPN. Just listen to 
what our experts 
have to say about 
the day's business. 
And hear the kinds 
of things that the 
morning papers 
find unprintable. 



Wall Street Irregular 
MONEY & INVESTMENTS 

By Mark Hulbert 

Two over-the-counter-stocks newsletters 
face off. Who wins—and what does it tell 
us about investment techniques? 

COMPUTERS VS. 
CEREBRUMS 

Louis Navellier, the principals of 
ore Insight, a letter with an impres- 
sive track record and a sophisticated 
computerized approach. Collins 
continues to publish under the 
same title, and Navellier started MPT 
Review, both using the same system. 
This presents us with a unique op- 
portunity to see how much of their 
performance is attributable to their 
program and how much to personal 
insight—much like a geneticist as- 
sessing nature versus nurture by 
studying identical twins who were 
separated at birth. 

Collins and Navellier are any- 
thing but chartists. Serious students 
of Modern Portfolio Theory, they 
search for stocks that will maxi- 
mize return while keeping portfolio 
volatility (the academics' proxy for 
risk) to a minimum. They share 
with most academics the belief that 
the market cannot be timed, but 
they will increase or decrease their 
portfolios' average volatility as per- 
ceived market risk waxes and 
wanes. They focus on the thinly 
traded over-the-counter market be- 
cause they surmise it is more ineffi- 
cient than the New York Stock Ex- 
change, thus providing greater prof- 
it potential. 

Prior to the Collins-Navellier 
breakup in August 1987, the results 
of their system were excellent. 
From the beginning of 1985, it had 
gained 272.1%—far outpacing the 
s&p 500's total return of 109.1%. 
Making this achievement even 
more impressive is the fact that it 
was turned in during a time when 
secondary stocks in general lagged 
the market by a wide margin. 

Collins' and Navellier's respec- 
tive roles in this market-beating 
performance are in dispute. Navel- 

Will computers ever be able to re- 
place the human mind in the invest- 
ment world? The standard answer is 
no—notwithstanding a computer's 
impressive number-crunching abili- 
ties, it can't capture the nuances 
that an adviser must take into ac- 
count when making a recommenda- 
tion. But the question remains an 
open one, especially as increasingly 
complex investment software be- 
comes available. 

The classic case of this computers 
versus humans debate in the invest- 
ment world is the continuing con- 
troversy over technical analysis. 
Academics, who gleefully like to 
prove that chart patterns are use- 
less, do so by translating them into 
computer programs that inevitably 
fail to beat the market. Chartists 
respond that a computer program 
can never begin to capture the gesta It 
aspects of determining whether a 
pattern is bullish or bearish. 

But right now, the newsletter in- 
dustry is two years into another 
test, dramatic and very different, of 
human brains versus computer 
brawn. In mid-1987 a falling-out oc- 
curred  between  Jim   Collins   and 

Mark Hulbert fs editor of the  \u wmdrta, 
\ti based  Hulbert   Financial   Digest   His 
newest book ■   i tn Hulbert Guide to Flnan 
dal Newsletters (Probus Publishing) 

lier was solely responsible for ore 
Insight until mid-1986, at which 
point the two joined forces. Collins 
nevertheless claims credit for the 
system Navellier used during that 
period, and Navellier concedes that 
the idea for its development was 
inspired by a class he took while in 
business school given—you guessed 
it—by Collins himself. (The two of 
them have gone to court to deter- 
mine who properly deserves credit 
for the newsletter's performance 
prior to mid-1986, and the court has 
not yet decided.) 

Although both are supposed to be 
using the same system, Navellier's 
MPT Review has been the better per- 
former. Compared with the 7.7% 
loss of the Nasdaq O-T-C Composite 
Index since the breakup (which, of 
course, came right at the top of the 
market), MPT Review has lost a scant 
0.3%, whereas Collins' ore Insight 
has lost 12.4%. So, over the entire 
period from 1985 through early 
1989, assuming that both gained the 
same amount prior to the breakup, 
Navellier outperformed Collins 
271.0% to 226.0%. Making Navel- 
lier's performance even better is the 
fact that it was turned in with less 
volatility/risk than Collins'. 

Thus it appears as though the 
computers have lost yet another 
round in their quest to supplant the 
human mind. Sophisticated as Na- 
vellier's and Collins' computer ap- 
proach to investing is, and success- 
ful as it undeniably has been, it 
doesn't operate in a vacuum. The 
analytical abilities provided by the 
program's user are a crucial part of 
its performance. 

Despite Collins' and Navellier's 
diverging track records, however, 
the similarity in their approaches 
leads them to include many of the 
same stocks on their buy lists. Cur- 
rently, 6 stocks are counted by both 
letters as among the 15 most attrac- 
tive: nwe Distribution, which distrib- 
utes specialty wire and cable; Stew- 
art & Stevenson, which designs and 
markets gas turbine engines; Martin 
Laurence, which publishes and sells 
limited edition pieces of fine art; 
Robbins & Myers, which manufac- 
tures and sells various oil well 
pumps; Gradco Systems, which 
makes paper handlers for office 
copiers; and JIG Industries, a manu- 
facturer of specialized hydraulic 
machinery. 

Not only both advisers' comput- 
ers, but their brains as well, say 
these stocks will do well. ■ 
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Land... what else can give you so much pleasure now and for years to come? 

The land we're offering is far 
from the crowds and rat race of 
cities, away from noise and 

pollution. It's nature in an un- 
spoiled state. 

Each ranch is 40 acres or more. 
A really big spread. With controlled 
access that assures exclusivity 
and privacy. We're up in the moun- 
tains of Colorado's glorious San- 
gre de Cristo range—the heart of the 
Rockies. Where deer, elk, eagles, 
wild turkey and other birds and ani- 
mals still roam. 

Very few owners will share this 
part of the American Alps, and our 
concept for buyers is simple: A 
large, desirable piece of property, 
offered with financing and full 
buyer protection. You can build 

here if and when you want. You 
may use it as a base for vacations, 
for cross-country skiing, hunting, 
fishing, hiking, camping and all 
kinds of outdoor sports and fam- 
ily fun. 

It's the perfect place to acquire 
a substantial part of the American 
dream. Here you will taste life on 
the scale it was meant to be lived. 

Forbes Magazine's division, 
Sangre de Cristo Ranches, put this 
project together based on the 
many requests received over the 
years for a really large tract of 
land. Through Forbes Wagon Creek 
Ranch, we're pleased to be able to 
share a part of it with you and your 
family. We've ranched this area 
for almost two decades and plan to 

be around for generations to 
come. Our neighboring Forbes 
Trinchera Ranch covers over 400 
square miles, which is our firm 
commitment to the future of this 
unspoiled paradise in Colorado. 

Ranches here start at $30,000. 
It's not a small sum. But unlike 
paintings and jewelry or new cars, 
this ownership extends past your 
lifetime and the lives of those you 
love to guarantee your own sub- 
stantial heritage in America the 
beautiful. 

For complete information, 
without obligation, call 719/379- 
3263 or write to: Errol Ryland 
Manager, Forbes Wagon Creek 
Ranch, P.O. Box 303   B7 
Ft. Garland, CO 81133. 

Obtain the Property Report required by Federal law and read it before signing anything No Federal agency has 
ludged the merits or value, if any. of this property Equal Credit and Housing Opportunity A statement and offering 
statement has been filed with the Secretary of Stat': 3f New York The filing does not constitute approval 
of the sale or lease or offer for sale or leasi 3 or lhat 'he Secretary of State has in any way passed 
upon the merits of su»h offering  Ace: it is available, upon request, from Sangre de Crislo 
Ranches. NYA86-153 A _,atement c' Rec  ' ersey Real Estate Commission permits this property 
to be offered to New Jersey residents, but dc "'s or value Obtain the New Jersey Public 
Offering Statement and read it before signmc '• A #60686004 CO. Florida AD 20537 



Forbes Market/ 
REAL ESTATE BUSINESS OPPORTUNITIES COMPUTERS EDUCATIONAL SERVICES 

MADISON RIVER RANCH 
Located at the confluence of Indian Creek 
and the Madison River, 17 miles south of 
Ennis, this immaculate 626-acre property 
includes lush river bottom meadows 
surrounded by trees and an attractive 
2,178-square foot home. New pole fencing 
sets off the horse paddocks and two horse 
barns. The west boundary is formed by 
VA miles of the Madison River. Price 
$750,000. 

NORTH FORK BLACKFOOT RIVER 
Near Ovando, and a one-hour drive from 
Missoula, this unique 590-acre tract lies at 
the confluence of the North Fork and 
Main Fork of the famous Blackfoot River. 
Excellent fishing on both streams. 
Topography includes timbered hills and 
benches, plus open parks and river 
frontage Private, but accessible. Terms are 
available. Contact exclusive agent for the 
seller: Hall and Hall, Inc.. P.O. Box 1924. 
Billings, Mont. 59103 (406) 252-2155 or 
(406) 682-7583. 

PALM SPRINGS. CA on a full acre of 
landscaped grounds in Ranchn Mirage. An 
architectural masterpiece with over 12.000 
sq ft of living space, marble floor* with 
granite accents Main house has -t bdrms 
S11 baths Guest house has 2 bdrms and 2 
baths Amenities incl a mosaic tile pool and 
spa. an exercise room with sauna, a sunken 
lighted tennis cl 5 car garage Carmel Prop 

Dev $2,590,000 Call for brochure 
L()BLVM)-\»AKING Rin (619) <4<M<Ml 

Own Spectacular Land, 
40 acres in the Colorado 

Rockies. $30,000 and up, 1% 
down, 9% financing. Write: 

Forbes Wagon Creek Ranch 
Box 303. Fort Garland, CO 81133 

(719) 379-3263 

MISCELLANEOUS FOR SALE 

INVESTMENT GEMSTONES! 
GUARANTEED LIQUIDITY!!! 

We buy & sell Diamonds and all Precious 
Gemstones Free wholesale catalog since 
1967' Member Jewelers Board of Trade & 
Chamber of Commerce 

HOUSE OF ONYX 
One Main Street 

Greenville, Kentucky 42345 
TOLL FREE 1-8O0-426-8J52 

FOR 

BY OWNER 
AUTOS BOAIS AIRPIANES 

BUSINESSES UNE Af?t 
HORSES IUXUt?V HOMES 

140 000INDMDUAI US1INGS 

NO BROKE RAGE 
COMMISSION 

COMPU'SR I'STINGS 
UPDATED DAiiv 

REPOSSESSED VA & HUD HOMES 
available from government from Si without credit 
check You repair Also drug seizures and tax 
delinquent toreclosures CALL (805) 682-7555 
EXT H-1030 for repo list your area 

SEIZED CARS—Porsche. Ferrari. Vette, 
etc Trucks, boats, 4-wheelers, TVs, stereos, 
lurmture by Drug Enforcement Agency, FBI. IRS 
Unbelievable bargains on late models Available 
your area now Call (805) 682-7555 EXT C-1031 

lions! Listing $+*vtcr '< 

BUY - SELL - TRADE 

PROPERTY -PRODUCTS—SERVICE 

CBUYERS a 
SfLLCAS TOGCTHER 

NO MOKE RAGE FEES 

SELL IN JAPAN! 
I t-,1 w>ur propenv using our Tokyo office lo 
reach 500 ♦ Real Estate broken in Japan 

t-rec translation  NO COMMISSION  Your 
name listed as contact poim  Tear sheet 

prosided Only 1190 foe ' months listing 
CALL: Hon & Bunker Inc 

1-800-USA-2111 
FINANCIAL SERVICES 

HARD TO BORROW? 
No Credit Check 

Guarantees Provided 
We do not make loans 

Minimum $100,000 5-20 years 
The Funding Assistance Corp. 

U.S.A. (212)755-9400 
Fax(212)755-7339 

FAST FACTS ABOUT FORBES SUBSCRIBERS: 

♦Total management: 74.7% 

•Total paid circulation: 735.000 

♦Average household income: $162,000 

♦Average value of investment portfolio: $899,000 

iirfmflRYmflc INDUSTRIESINC 

Our 12th year of DISCOUNTS. 
COMPUTERS & CELLULAR PHONES 

. Fgi. Prepaid   Save Tax 
Toll Free 800-231-3680 

22511 Kaiv Fwj . Katv I Houston I TX 77450 
1-713-392-0747 Fax (713) 574-4567 

BUSINESS EQUIPMENT 

BUY«SELL 
AT&T/ROLM/MITEL 
Telephone Systems 

Computers 
Fax Machines 

Call Telemart 
1-800-322-2225 

FULLY APPROVED UNIVERSITY DECREES! 
Economical home study for Bachelor's 
Master's, PhD., folly approved by Cab 
fornia State Department of Education 
Prestigious faculty counsels for indepen- 
dent study and life experience credit; 
(5,100 enrolled students, 500 faculty) 
Free information—Richard Crews 
M.D. (Harvard), President, Columbia Pa- 
cific University, Department 3D 4 F 141!J 
Third Street, San Rafael, CA 94901. ToL' 
Free: (800) 227-0119; California: (800) 
552-5522: or (415) 459-1650. 

BACHELOR, MASTER, D0CT0RA 
EARN A DEGREE Use your past eipenencel 
credit toward your degree No classes, semmi, 
or oncampus attendance Studies build ui 
jour experience Self-paced • Send Resu 

For No Cost Evalual. 

BUSINESS SERVICES 

5777 W  Century B 

IV7      Suite 605    | 
Oept   29 I 

U» Annates. CA 90  | 

N.A.G.L.S. 
V ien precious gemstones for sale, 

on computer, free of charge 

(416) 238-4985 
For further information. 

(416)238-8044 

COLLEGE DEGREE 
BACHELORS • MASTERS • DOCTORATE 

For Work Lift and Academic   j 
Experience No Classroom 

Attendance Required 

Call (213) 471-03061 
Outside) California     i 

1 • 800-423-3244 
or send detailed resume 

lor Free Evaluation 
Pacific Western University 

600 N Seouiv«u Sivo   Oapi igs Los Angeles CA 90049 , 

HOW TO ADVERTISE IN 

Forbes M.arket/(i 
REGULAR CLASIFIED LISTINGS: All listings are accepted 
at the discretion of the Publisher. Minimum size is one inch 
(14 agate lines) FORBES will typset without charge. 

DISPLAY CLASSIFIED ADVERTISING: Minimun size for 
display of two inches (28 agate lines). Must be submitted as 
film negative or camera-ready mechanical to size. 

Box numbers provided on request. There is no charge for 
mailing service on blind ads. 

FORBES MARKET/CLASSIFIED is published in the first 
issue of each month. Advertising closing date is one month 
preceding date of issue. 

Frequency discounts available. Payment must accompany 
order unless from accredited agency. For specific require- 
ments send for order form. 

FOR ADDITIONAL INFORMATION WRITE OR CALL: 

LINDA LOREN 
FORBES MARKET CLASSIFIED 
60 FIFTH AVENUE NEW YORK, NY 10011 

(212)620-2440 



Forbes Market/ -o 

CORPORATE ITEMS CORPORATE ITEMS WINE CELLARS WINE CELLARS 

100% Cotton/Your Logo!— 
Better Than Lacoste or Ralph Lauren! 

Our great quality, unconditionally-guaranteed-po!o shirr- are 100% cotton, American 
Made, and custom embroidered » uh your logo or design. Minimum order just six shirts. 
For a price list, brochure and information about our other great products call: 

1-800-274-4787 

The Queensboro Shirt Company 
DeptF-13, 119N 11th St.. Greenpomt. NY 11211 

FACSIMILE MACHINES 

UUM1MIII 

JCOF 
1-WO-! 

^ jg^^2ygcy^»s*j»£j« 

BINDERS 

JOHN CLEESE 
Regularly Visits DEC, 3M, 
Hyatt Hotels, Barclays Bank, 
IRS and thousands of other 
organizations through Video 
Arts training programs. 

For a FREE 
catalog 
of sales, 
management, 
and customer 
relations 
programs call: 

VIDEO 
ARTS 
1-800-553-0091 
\I68 
In IL 
1-312-291-1008, 
\168 

SLIP CASES 
OR BINDERS 

In red and gold 
leatherette 

Slipcase: $7.95; 
three for $21.95 

Binders: $9.95 
three for $27.95 

Add $1 per unit postage card 
handling. Send check to: 

JESSE JONES BOX CORP. 
Dept. FB, P.O. Box 5120 
Philadelphia, PA 19141 
Or call 1-800-972-5858 

BviV 
Best Dealer 

Inquiries Invited 

We Will Not Be I'nJenoU-Call us First TY\e 
WINECELLARS 

440 Bottle Capacity 
700 Bottle Capacity 
250 Bottle Capacity 
250G (full see-thru door) 
296 Credenza (Low Boy) 

KrttlJ 
S2494 
3495 
1795 
2195 
2495 

Your Cort 
$1695 

1995 
1395 
1695 
1695 

Separate Cooling Units: 48755° 
600 Bottle Commercial Unit 4995 3495 
880 Bottle Double Wide Unit 4495 2995 
1400 Bottle Capacity 6500 3795 
60 Bottle, glass door 699 599 

Non wood unit—Not hand- nade 
Custom Cellars & Racking Systems * Call for our catalog 
WlNECELLARS (JSA    (800) 777-VINO or (800) 777-8466 
* 839 So LaBreaAve   * Los Angeles. C A 90036 * Olympic SalesCo 
* VrsaMC Am Ex Discover* We Ship Anywhere!*        Since 1947 

EXECUTIVE GIFTS 

■  H. UPMANN LONSDALES 
I $31.50 Box 25 (6V?. RG42). Save S21.00 I 

Natural Wrapper 

I Or call tor discounts on fresh, perfect 

00N DIEGO   H. UPMANN   TE-AM0        ■ 
. CABANAS    MONTECRUZ    HENRY CLAY  ■ 
I PRIM0 DEL REY... ANY TOP BRAND! 

Phone orders use VISA. MCaro Or send cheer or M0 
Iaoc S2 shoo. New Yorkers ado: sales tax 

FAMOUS SMOKE SHOP Mitel 
,55 W. 39th.St., New York. NY 10018 

Offer expires May 31.1989 

MERCHANDISE 

STOP SWEAT 
FOR 6 WEEKS 
DRIO NIC®-the 
answer to costly and 
embarrassing under- 
arm, hand or foot 
sweat. Short treatment 
with electronic Drionic 
keeps these areas dry 
for 6 week periods. Try 
doctor recommended 
Drionic @ $125 ea. pair 
(specify which). Send 
ck or MC/Visa # & exp. 
date. CA res. add 6% 
tax 45 DAY MONEY 
BACK GUAR. 

GENERAL MEDICAL CO. 
Dept.F0B-18 

1935 Armacost Ave. 
Los Angeles, CA 90025 

Phone orders — MCI 
Visa-800 HEAL DOC 

Forbes: 
Capitalist Tool 

REACH THE PEOPLE 
@     WHO OWN AND RUN 

AMERICA'S BUSINESS 

EXECUTIVE GIFTS 

COMMAND 
ATTENTION 

A man's 
image of 
distinction 
is conveyed 
by his tie! 
Choose from 
this catalog's 
unique selection1  
of fashionable, pure silk, finely sewn ties 
carefully selected to project authority. 

^OWER T|ESJ 

Call for free catalog 1-800-365-0999 

TO CORPORATE EXECUTVES 
& BOARD MEMBERS 

How would you like to have a set of pictorial 
magazines covering the entire gambit of 
World War 1? We have such an original set 
beautifully bound, in mint condition, and 
chronologically arranged from Aug. 17, 1914 
to Jan. 24. 1920, in 10 volumes containing 
advertisements of the day, editorial com- 
ments, sports information, and propaganda 
leading up to America entering a World war. A 
valuable and accurate source of information 
relating to this period and a myriad of re- 
search information which can be invaluable to 
a company is developing its public image 
LESLIE'S WEEKLY was the "Life Magazine'' of 
its day. Started during the Civil War and going 
out of business after the issue quoted here A 
museum piece with practical value. May be 
inspected by appointment Price $100,000 
Please contact Edward Douglass at (205) 
325-2*42 or (205) 879-1073. 

AUTOMOBILES 

1 *>73 Kerrari   Ihnloiui Spicier 

Original. One owner. 8900 miles. 
Red with Tan. Like factory new. 
Investment potential unlimited. 
Offers over $2 million. Private 
sale by owner. Contact Sue. 
 (602) 840-2345 



Streetwalker 
Edited by Thomas Jaffe 

Fairly fully priced 
Takeover rumors abound on Cleve- 

land's Ferro Corp., the $1 billion 
(sales) maker of specialty coatings, ce- 
ramics and specialty chemicals. 
When Streetwalker recommended the 
stock on fundamentals in early 1988, 
the NYSE shares were selling for 22% 
(FORBES, Jan. 25, 1988). Last summer 
Ferro hit a new high of 403/4. Then the 
stock pulled back into the mid-30s. 

And then along came Dr. Phillip 
Frost, chairman of Ivax Corp., a small 
Miami-based pharmaceutical con- 
cern. Frost recently announced he 
wanted to buy at least 15% of Ferro's 
13.8 million shares, send- 
ing the stock back up to 
nearly 40 in a single day. 

The stock is not worth 
chasing. Last year Ferro 
earned $3.40 a share, a hand- 
some 48% increase over 
1987. This year, however, 
with earnings estimates 
running at $3.70 or so, the 
gain will be far less impres- 
sive. So, were it to trade at 
the current market multiple 
of 12 times earnings, that 
would make for a price in the 
mid-40s. On a cash flow ba- 
sis—the relevant measure if 
a leveraged buyout is in the      
offing—our sources come up with a 
value of $45 to $50 a share. And that's 
being generous, they're quick to add. 
Only in a liquidation could Ferro fetch 
as much as $60 a share. 

Insiders own only 3%, so there 
might well be more to come. On the 
other hand, there may not be. Minus a 
deal anytime soon, the stock could 
again be trading in the mid-30s before 
long. Anyone looking for a superrich 
premium over the recent price stands 
to be disappointed. 

Still Hying 
Not much talk on Pan Am Corp. in 

the wjke of the Eastern strike and 
that carrier's Chapter 11 filing. Curi- 
ous, this: Pan Am's shuttle business 
goes head-to-head with Eastern in the 
Boston-New York-Washington mar- 
ket and has benefited mightily from 
its stricken competitor^ problems. 

Why the lack of interest? Because 
investors have been burncc before in 

Pan Am. The $3.6 billion (sales) carri- 
er lost 51 cents a share in 1988, and 
has been the longest-running tale of 
woe in the industry, with the possible 
exception of Eastern. Also not helping 
matters was the November terrorist 
bombing of a Frankfurt-New York 
Pan Am 747. 

But now comes airline analyst Mi- 
chael Derchin of Drexel Burnham 
Lambert with a buy on the stock at or 
below its recent NYSE price of AV*. 

It's significant, says Derchin, that 
Pan Am Chairman Thomas Plaskett 
has said the company needs a merger 
partner to maximize shareholder val- 
ue and meet growing foreign competi- 
tion. Derchin thinks a deal will take 

Allan TannenbaunvSygma 

Pan Am jets at their New York City hub 
A takeover in the wings? 

place over the next 12 months, and 
would not be surprised to see a bid- 
ding war develop because of the stra- 
tegic value of Pan Am's international 
routes when combined with those of a 
large domestic system. Price? Der- 
chin thinks an eventual deal at $8 to 
$10 a share is in the ballpark. That's 
the equivalent of only 50 cents on Pan 
Am's revenue dollar, but it is compa- 
rable with other airline acquisitions. 

One caveat: Over the last 12 
months Pan Am has traded as low as 
2'/4, so there's always the possibility 
of some wicked downside from the 
current price. That's why Derchin's 
advice to clients seems a particularly 
good way to hedge one's bet in a spec- 
ulative stock: Buy the shares aggres- 
sively in the $4 range, and take trad- 
ing profits in the $5 to $6 range. 

The usual suspects 
word   on   the   proposed   Warner 

Few businesses are more interesting 
or more fun to write about than media 
and entertainment—just look at all 
the space the Wall Street Journal and 
the New York Times now devote daily 
to the industry. When the stocks are 
running, there's no end of interesting 
analysis to be read on what these 
companies potentially are worth, nor 
a shortage of fascinating hypothetical 
mergers that can be concocted to 
sketch the future shape of those in- 
dustries. You must remember the po- 
lice chief's command in Casablanca (a 
Warner Brothers classic, appropriate- 
ly) after a murder has been commit- 
ted: "Round up the usual suspects." 

So out come the familiar names— 
MCA, MGM/UA, Gulf & Western, Co- 
lumbia Pictures (see p. 44)—and the 
equally familiar names of likely buy- 
ers (Sony, Sony, Sony). And up go the 
candidates' prices. In the wake of the 
Warner-Time announcement, MCA 

jumped 12%, to 56; G&W 
was up 9%, to 47, and so on. 

A word of caution is in 
order. Further consolida- 
tion is entirely possible, 
even likely. The film and 
TV libraries these compa- 
nies own only grow more 
valuable every day. Long 
term, the companies are at- 
tractive investments. But 
in the near term the stocks 
are getting ahead of them- 
selves. A smart corporate 
acquisitor contemplating a 
bid for one of the suspects 
will want to wait until the 

     dust has settled after an 
event as big as Warner-Time before 
wading in with big money to invest. 
Which means that these shares are 
sure to pull back some. 

Everybody likes to be associated 
with Hollywood, even if the associa- 
tion takes the form of a few hundred 
shares of a movie company. But if 
there's a good chance you can buy 
your association cheaper in a few 
weeks, why chase the stocks? The 
fundamental things apply. . .. 

The great outdoors 
If you missed the big runup in Cole- 

man Co. (prompted by a manage- 
ment-proposed leveraged buyout) and 
still want a play in recreational goods, 
you might consider Johnson World- 
wide Associates, Inc., of Racine, Wis. 
Its brand names include Old Town 
canoes, Minn Kota electric fishing 
motors and Eureka tents. 

In the early 1970s, S.C. Johnson & 
Son, the maker of Johnson Wax, began 
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to diversify into leisure products. In 
January 1986 Samuel C. Johnson, its 
chairman, and his family acquired the 
recreation subsidiary, renamed John- 
son Worldwide, in a $66.6 million 
LBO. The Johnsons took it public in 
October 1987 at $15.50 a share. 

Last year fishing and camping prod- 
ucts accounted for more than 55% of 
the company's $247 million of sales 
and two-thirds of its $11.9 million of 
profits. Johnson also makes diving 
and sailing gear, and runs an inking 
and stamping business. 

The key to Johnson's growth, says 
analyst Jay Van Cleave of Milwau- 
kee's Robert W. Baird & Co., has been 
management's application of market- 
ing skills learned at Johnson Wax to 
the recreational products industry. 
Take Johnson's Old Town canoes 
line. Once a regional brand, Old Town 
now has national distribution, has in- 
creased its share of the $24 million 
U.S. market from 8% to 30% since 
the mid-1980s and counts L.L. Bean as 
its leading customer. As for Minn 
Kota electric trolling motors, Johnson 
recently signed with Sears to be the 
sole supplier of such motors to be sold 
under the Diehard brand. (There is no 
connection between this Johnson and 
the well-known line of outboard mo- 
tors; the latter is made by Outboard 
Marine.) 

For the fiscal year ended Oct. 30, 
1988, Johnson earned $1.65 a share 
fully diluted, versus $1.08 the year 
before. This year Van Cleave is look- 
ing for a 21% gain, to $2 a share. The 
stock—recent price of 23 o-t-c—sells 
for just 11 times his 1989 estimate. 
There are 7.8 million shares, and the 
company's brand names are safe from 
predators: the Johnsons and other in- 
siders own 42%. 

Pipe dream 
Jordan Estra of New York's Mabon, 

Nugent &. Co. was spot on the 
money with his recommendation of 
specialty steel makers Allegheny Lud- 
lum and Quanex (FORBES, NOV. 14, 
1988). Both have since climbed 28%. 

Now the analyst has put a buy on 
$190 million (sales) Oregon Steel 
Mills, Inc. The Portland-based compa- 
ny went public in April 1988, at 
$20.50 a share. Recent price: $22.50 
on the Amex. OSM produces steel 
plate at a Portland minimill. It also 
operates a steel pipe mill and steel 
fabrication facility in Napa, Calif. 

The Napa pipe mill, bought for just 
$19 million in 1987, is one of only 
three such facilities in the U.S. and 
the only one west of Pittsburgh. De- 
mand for pipe, says Estra, should grow 

over the next two to three years as 
new gas transmission lines are built 
from Wyoming and the Gulf Coast to 
California and the Northeast. Much 
of the gas transmitted to California 
will be used for steam generation in 
enhanced oil recovery; other lines 
will replace aging or inadequately 
sized pipe dating from the 1940s. 

If Estra's right, OSM will be sitting 
pretty. Since 1985 the company's la- 
bor and capital improvements have 
reduced the number of man-hours it 
takes to produce a ton of steel from 
9.6 to just 3. Although the Napa mill's 
manufacturing capacity is some 
350,000 annual tons of pipe, this year 
it will produce only 100,000 tons. Al- 
though Estra estimates that produc- 
tion will double to 200,000 tons in 
1990, that means the pipe mill would 
still be operating at just 60% of capac- 
ity. So there's plenty of room for high- 
er productivity. Put that together 
with increased volume and low pro- 
duction costs, and the leverage could 
be terrific. 

Estra thinks Oregon will earn $3.50 
a share this year, up 36%. So the stock 
is selling for a mere six times antici- 
pated 1989 earnings. For 1990, he ex- 
pects a further 33% gain, to $4.65. 
There are roughly 7.8 million shares; 
the employee stock plan owns 56%. 

ABA Journal. 
A Driving Force For 

""W" In their drive ^^^"Mo reach their audience effectively. Jaguar Cars Inc. relies on the ABA 
I Journal, the lawyer's magazine. They reach 337,000 subscribers who spend over $40 billion 
I f *%   ^"^Tl       I   f   ■    w^   annually pursuing upscale lifestyles. Buying fine automobiles.  Diamond jewelry and watches. 
I   ^M   •    ■ ^% Investments. Luxury vacations and more. 

m£  I   ^-^ I  f For the consumers with high personal and household incomes, we're one of Jaguar's most 
%J VVWk \^W'^r%f ■   • effective vehicles. 

URNAL 
THE LAWYER'S MAGAZINE 

FREE STUDY on lawyers' buying patterns and 
influence. Call or write today! 
Call 1-800-621-6159 • In IL 312-988-5993 
□ Please send your FREE study and information about 

the ABA Journal. 
□ Have a Sales Representative contact me. 
Name __ 
Title  Phone 
Company. 
Address _ 
City  .State ZIP_ 
Mail to: ABA Journal 
Nina J. Baird, Director of Marketing F-4/3 

I 750 N. Lake Shore Drive, Chicago, IL 60611 



EXECUTIVE 
COMPENSATION 

SURVEY 

MORE THAN MONEY 

In the past, the most powerful 
in America often translated 
into a few people from a hand- 
ful of families-familiar names, 
long recognized for great for- 
tunes, influence and wealth. 
Today, power and wealth are 
far more decentralized and dis- 
persed throughout the popula- 
tion. Corporate America is 
broader and deeper. Compiling 
a roster of its leading players is 
now a far more complex task. 

WHO'S GOT THE POWER 
AND THE PAY? 

Only Forbes can tell you. And 
who knows more about wealth 
and its source than Forbes? 
Forbes presents a unique study 
on Executive Compensation in 
its May 29th, 1989 special is- 
sue, The Power and The Pay. It 
is a compelling "Who's Who," 
"What's   What"   and   "How 

Much" of the corporate world 
that everyone wants to read. 

This detailed directory of 
chief executives, derived from 
more than 800 publicly held 
U.S. corporations listed in the 
Forbes 500s, is vital informa- 
tion for Forbes' executive audi- 
ence. Our survey reveals essen- 
tial information, including 
each executive's salary plus 
bonus, stock holdings in the 
company, compensation rank 
against all other executives as 
well as against those within 
his or her industry, birthplace, 
age, educational and profes- 
sional background. Additional- 
ly, Forbes presents biographies 
of the most outstanding execu- 
tives who, we believe, "exert 
special influence both within 
and beyond their industries." 

In addition to the pay- 
checks and other compensa- 
tion awarded to the chiefs at 
America's biggest companies, 
investors want to see whether 
they are getting their money's 
worth from these top execu- 
tives. Those listed in the issue, 
most   likely   Forbes   readers 

themselves, want to see how 
their compensation packages 
stack up against those of their 
colleagues and rivals. 

FORBES READERS WANT 
TO KNOW 

Representing a strong segment 
of the executive community, 
(almost half hold top manage- 
ment positions), Forbes' core 
readers will take note of this 
valuable issue. Advertisers are 
assured widespread exposure 
to people who can afford to act 
on their selling messages. 

Rank yourselves among 
the many quality advertisers 
who have found success with 
Forbes. Your messages in The 
Power and The Pay will lead 
you ahead of the competition. 

Issue date: May 29, 1989 
Closing dates: 
All partial pages - April 17 
All full pages - April 24 



Flashbacks 
Edited by Dero A. Saunders 

"The more things change...." 
Items from past issues of FORBES 

Seventy years ago in FORBES 
(From the issue of April 5, 1919) 

Carter Glass fathered the Federal Reserve 

"[Carter Glass] is accustomed to find- 
ing experts against his views, but he is 
pretty apt to get their endorsement in 
the end. It came out that way with the 
Federal Reserve Act. Bankers who had 
condemned the measure when it 
went through Congress have frankly 
admitted that it saved the country 
from panic during the war." 

Sixty years ago 
(From the issue of April 1, 1929) 
"Of the 'Big Three' in industry, steel 
is the star performer. The motor in- 
dustry is not far behind, so far as out- 
put is concerned, though the basic 
fundamentals are perhaps not so fa- 
vorable as in steel. The third member 

of the group, building construction, is 
beginning to show signs of reaction 
that may prove significant of a gradual 
change in steel and motor and general 
business conditions a little later. ..." 

"Compiling income tax returns has 
become as bothersome as earning [the 
income]. Even the best experts can no 
longer feel sure of their ground, so 
complicated has become the law and 
its infinite variety of interpretations 
and rulings. The writer, wanting to 
look up one point, was handed a tome 
of well over 2,300 pages!" 

Fifty years ago 
(From the issue of April 1, 1939) 
"Perhaps a large part of the world be- 
lieved [Hitler] when he declared that 
his sole ambition was to bring back 
into the Reich Germans who had been 
separated from it by the Treaty of 
Versailles. But by annexing the whole 
of Czecho-Slovakia, he demonstrated 
that he had lied. ... He has enforced 
might over right. He has resorted to 
inhuman practices not countenanced 
since the Middle Ages. Persecution, 
imprisonment, firing squads he has 
employed with barbarous cruelty. 
What impends? Either Hitler will 
cease his illegal usurpation of smaller 
nations, or he will find himself at war 
with an overwhelming aggregation of 
powers, led by Great Britain, France 
and, probably, Russia." 

—B.C. Forbes 

"One maker is now offering a portable 
air conditioner in models suitable for 
rooms of various sizes. The smallest 
model, which will take care of a room 
approximately 11 by 14 feet, costs no 
more than a good radio and is eco- 
nomical to operate, we are told. It is a 
window-mounted unit, powered by a 
'Ahp motor, and is completely porta- 

First suburban retail center, built in the 1920s, was Kansas City's Country Club Plaza 

ble. No special plumbing or wiring is 
needed and no window alterations, 
except in unusual cases. This model 
will be admirably suited for most ex- 
ecutive offices, bedrooms, small 
shops, reception rooms, etc." 

Twenty-five years ago 
(From the issue of April 1, 1964) 
"About the only way IBM could/a// to 
move to the top in computers was by 
wilfully staying out altogether. It may 
be true in a narrow sense that 'IBM 
jumped into the lead in 1956 because it 
attacked computers on a crash basis,' 
to quote computer coinventor Dr. J. 
Presper Eckert. But the real truth is that 
any IBM crash program started off with 
nearly unbeatable advantages in re- 
sources and opportunities." 

"By late March there was no longer 
much doubt about what was happen- 
ing: Steel production in the U.S. was 
running a solid 10% ahead of 1963. 
The industry's best year since 1957— 
and within striking distance of the 
best in history—was in the making. 
After all, the 109 million tons of steel 
produced in the U.S. last year were 
only 7% less than 1955's record." 

Ten years ago 
(From the issue of April 2, 1979) 
"Italy is not as sick as it seems, at 
least not economically. As the last of 
the big European powers to submit to 
central government, the country has 
long had a 'submerged' economy out- 
side official statistics. Economists es- 
timate this fast-growing, off-the- 
books productivity may increase the 
official $236 billion gross domestic 
product by 30% to 40%, pulling Italy 
ahead of Britain and closer to France's 
per capita rating." 

"President Carter may be busy turn- 
ing down the White House thermo- 
stats and preaching energy conserva- 
tion from every pulpit he can find, but 
the American motorist isn't getting 
the message. With 150 million vehi- 
cles on the road, drivers are burning 
300 million gallons of gasoline a day, 
and the trend creeps upward despite 
higher prices and the 'double-nickel' 
55mph speed limit. During the first 
seven days of July 1978, the Depart- 
ment of Energy [figures], U.S. motor- 
ists used more petroleum than did all 
the American ground forces in 1944— 
the year of the Normandy invasion." 
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True enjoyment comes from 
activity of the mind and 
exercise of the body; the 
two are united. 
ALEXANDER VON HUMBOLDT 

Only in a quiet mind is 
adequate perception of 
the world. 
HANS MARGOLIUS 

Worry compounds the futility 
of being trapped on a dead- 
end street. Thinking opens 
new avenues. 
CULLEN HIGHTOWER 

Each of us needs time for 
mental self-renewal. 
WHITT N. SCHULTZ 

The mind, like the body, 
is subject to be hurt 
by everything it taketh 
for a remedy. 
GEORGE SAVILE 

Some degree of abuse is 
inseparable from the proper 
use of everything. 
JAMES MADISON 

People who cannot find time 
for recreation are obliged 
sooner or later to find time 
for illness. 
JOHN WANAMAKER 

The mass of men lead 
lives of quiet desperation. 
HENRY DAVID THOREAU 

Rest and motion, unrelieved 
and unchecked, are equally 
destructive. 
BENJAMIN CARDOZO 

The test of i nient is 
the rcmembran- i it 
leaves behind. 
LOGAN PEARSALL SM 

Thoughts 
on the Business of Life 

"TJie man who works 52 weeks in 
the year does not do his best 
in any one week of the year," 
Daniel Guggenheim, onetime 
head of the greatest smelting 
and mining family in America, 
impressed upon me Real 
recreation quickens aspiratjpn. 
The true purpose of recreation 
is not merely to amuse, not 
merely to afford pleasure, 
not merely to "kill time," 
hut to increase our fitness, 
enhance our usefulness, spur 
achievement. 
B.C. FORBES 

To be able to fill leisure 
intelligently is the last 
product of a civilization. 
BERTRAND RUSSELL 

The .great felicity of life 
is to be without perturbations. 
SENECA 

Work is the best method 
devised for killing time. 
WILLIAM FEATHER 

When people are bored, it 
is. primarily with their own 
selves that they are bored. 
ERIC HOFFER 

All intellectual improvement 
arises from leisure. 
SAMUEL JOHNSON 

More than 6,000 "Thoughts." indexed by 
author and subiect, are available in a two- 
volume boxed set at $31.95 ($18.50 per vol- 
ume if purchased separately). Also avail- 
able, a one-volume edition of over 3,000 
"Thoughts." Price: $18.50. Send check and 
order to: Forbes Inc.. 60 Fifth Ave.. New York, 
NY. 10011. Add sales tax on orders in New 
York State and other states where applicable. 

The pessimist's fault is that 
he is not gay enough himself 
to realize that the only lasting 
fun in life comes from what 
we may contribute to it. 
WILFRED T. GRENFELL 

Optimism is a kind of heart 
stimulus—the digitalis 
of failure. 
ELBERT HUBBARD 

Humor purges the blood, 
making the body young, 
lively, and fit for any 
manner of employment. 
ROBERT BURTON 

It is not true that suffering 
ennobles'the character; happiness 
does that sometimes, but 
suffering for the most part 
makes men petty and vindictive. 
SOMERSET MAUGHAM 

Self-denial is simply a 
method by which man 
arrests his progress. 
OSCAR WILDE 

A Text... 
And also that every man 
should eat and drink, and 
enjoy the good of all his 
labor, it is the gift of god. 
ECCLES1ASTES 3:13 

Sent in by lames Maccaro, Whitestone, 
N.Y. What's your favorite text? The Forbes 
Scrapbook of Thoughts on the Business of 
Life is presented to senders of 
texts used. 

The person who can laugh 
with life has developed 
deep roots with confidence 
and faith—faith in oneself, 
in people and in the world, 
as contrasted to negative 
ideas with distrust and 
discouragement. 
DEMOCRITUS 
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T AROUND 123, THE GLENLIVET Scotch whisky can be and character. So if by some unfortunate change in 
L a stretch for some. But The Glenlivet has been your circumstances The Glenlivet seems even more 

made in the same unique way since 1747. And it is a 12- unattainable, keep trying. Twenty-three dollars might 
year-old single malt Scotch of unsurpassed smoothness keep you in Scotch for a lifetime. 

, THE GLENLIVET: JUST SLIGHTLY OUT OF REACH. 



The Power 
Non-Farm Producimty Was Vnchanged 

.   .,__=_.  ;„,i„d,nn     PcrccntinWlana-.    j- |orecasl. 

Productivity. It's become 
the watchword of American 
business. Enhanced produc- 
tivity is essential for survival 
in today's increasingly 
competitive global market. 

We should know. 
'We've harnessed The Power 
of Productivity for thou- 
sands of clients over a span 
of 43 years. During that 
time we've found that one 
dimensional approaches 
such as "MRP," "quality 
circles," or "Just-In-Time" 
aren't enough. Only a total 
approach can significantly 
improve productivity, profit- 
ability, quality, service and 
competitiveness. 

It is for that reason we 
go far beyond just matching 
sales and volume demand 
with labor needs. 
A Proudfoot installation will: 
• reduce materials and cost 

. «rtviiicuvit\. including 
Total business P™"c"",e of 2 0 per- 

fanmng. fell « f"^rtf988 because 
cent in the fourth ¥»*"™L Mariufac 
of a drop .n fa™ P/^m increase in 
wen reported a 3~ £«*        , 4    r. 

P«*M Vt U^Partmem said. 

• enhance customer 
service 

• improve quality control 
• provide a better 

working environment 
• improve facility layouts, 

material handling, and 
energy consumption 

• shrink in-process/lead 
times 

• lower rework 
• improve communication 
• improve data processing 

while reducing costs 
• improve sales perform- 

ance 
A Proudfoot team of 

professionals will focus on 
a client's most important 

ioQiand2 I percent for each ol 
percent in 1991 and .^pc ^ forecasl. 
the following three years onom,c au0p.ed by Prcsiden  Bushs^ 

advisers ca     or£.«* ■    ^.04. 
tivity gains ol 1 V pc. d ^ ^s 

Bu, several e^onom^ 

nothing in the 1988 P[~u     ^ wouW 

growth in the labor force. 

resource: people. Working 
hand-in-hand with the 
client's people, we will: 
• improve worker skills 
• provide a better super- 

vised environment 
• enable both management 

and employees to be 
successful in their work 

• provide managers and 
supervisors with the 
training and tools to bet- 
ter manage the business 

This total approach 
enables clients to not only 
achieve their operational 
and financial objectives, 
but provides them with a 
critical competitive advan- 

Alexander Proudfoot' 
The Power of Productivity.^ 

Founded 1946 Executive offices 1700 Mm Beach Lakes Boulevard West Palm Beach. FL 33401 
Operanngin the United States, Canada. Mexico. Brazil, Great Britain. France Federal Republic of Germany. 
Italy, Spain. Portugal, Sweden, Denmark Ireland, Luxembourg. The Netherlands. Belgium, Australia. New 
Zealand. Hong Kong Malaysia, Thailand. Singapore. Taiwan, and soon in Japan In Florida or Canada, call 

407-697-9600 ©1989 Alexander Proudfoot Company World Headquarters 

tage as well. As a result, job 
security for the majority of 
the client's workforce is 
assured. That's what we 
mean when we say, "The 
Power of Productivity." 

If you, as a member of 
top management, would like 
to discuss ways in which 
Proudfoot could improve 
your company's profitability, 
call or write: 

800-843-4877n 

And we'll send you our brochure. 
Productivity: Myths and Reality 

Company 

Tide 

No ofemp 

Indus' 

Addres 

Zip 

Phone 

Alexander Proudfoot. Executive offices 
1700 Rilm Beach Likes Boulevard 

West Palm Beach FL U401 
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Our one million-pixel display 
enables engineers to redefine 
automotive excellence. 

Its screen is 21 feet wide. And with one million 
pixels, resolution and brightness are at levels never 
before attained. 

But high-definition rear-projection displays 
repit        ,nore than a quantum leap in picture 
qualit\  For the applications of this technology are 
vast and van \I. 

Thi sectors are finding a place in automo- 
tive engineering. In computer training. In telecon- 
c 19t"' tun- simulated 

ferencing In traffic control. In power stations! 
CAD/CAM systems. In medical diagnosis sy 

And Hitachi is at the forefront of this coir 
cation revolution. Building displays of every 
Every shape. Meeting every need. 

This, of course, should come as no surpi 
Because Hitachi isn't just an electronics com 
Or a computer company. Or a household apj 
company. 



color TV is a clear standout, too. 

Some of our biggest ideas are incredibly small. 

/e're a US$46 billion international corpora- 
Our 20,000 products include telecommunica- 
equipment. Construction machinery. Rail 
"jortation. Everything from vacuum cleaners 
wer plants. 
icluding consumer electronics. Such as you 
ire in our 115,200-pixel, 5" liquid crystal 
television. It's super clear. And it, too, is 
-d with the technological excellence found in 

every Hitachi product. No matter how big. Or small. 
And that's the bottom line. 

*Net sales for the year ending March 31, 1988. US$1 = ¥125 

0 HITACHI 
Hitachi, Ltd. Tokyo. Japan 
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Robin Laurance 

Yogurt it ain't 
Mention Bulgaria and most people think of weightliiting and 
yogurt and have vague recollections of that nation's alleged 
complicity in the plot to assassinate the Pope. Suddenly, Bulgar- 
ia emerges as a crucial link in the lethal drug trade. In "The 
Bulgarian connection," Peter Fuhrman traces the devious role 
played by this Marxist dictatorship in laundering drug money. 
What's in it for the Bulgarians? The same thing that's in drugs 
for any of the criminals involved: money. Fuhrman, at 30 one of 
FORBES' most talented young reporters, recounts: 

"In mid-February I left London for a monthlong trip that took 
me to Bulgaria, Turkey, Hun- 
gary, Austria and three times 
to Switzerland. In all, I inter- 
viewed over 70 people, from 
senior intelligence officers to 
Zurich money dealers. Those 
few Turkish government of- 
ficials with knowledge about 
it argue that Bulgarian mon- 
ey laundering operations are 
an effort to destabilize Turk- 
ish democracy. My reporting 
suggests that the Bulgarians 

Peter' Fuhrman 

are impelled by greed and a need for foreign exchange. 
"The most harrowing part of the trip occurred after I provided 

written questions about money laundering for Bulgarian Polit- 
buro member Andrei Lukanov. My Sofia hotel room was given a 
thorough search—er, cleaning. As the U.S. embassy in Sofia 
suggested, I left Bulgaria the following day. I checked out of the 
Novotel at 11:40 p.m. and caught the midnight train to Istanbul. 
The Bulgarian train was the most squalid and overcrowded I'd 
ever taken. Though surprised to see an American passport, 
Bulgarian authorities at the border did nothing more sinister 
than offer to illegally change my Bulgarian leva for Turkish lire 
at a rate highly favorable to the Bulgarian government." 

Back in our London Bureau, where he is stationed, Fuhrman 
wrote the story that leads off the main editorial section in this 
issue. Great job, Peter. 

How Fleming Meeks got his man 
While Peter Fuhrman was braving the nasty wrath of the Bulgar- 
ian dictatorship, what was FORBES' Fleming Meeks doing? Ski- 
ing. No, not for recreation. Booting up for some runs at Bridger 
Bowl in Bozeman, Mont, was the only way Meeks could whee- 
dle enough time for interviews with Yvon Chouinard, the 
fascinating founder of Lost Arrow Corp. Meeks, a nonadvanced 
intermediate, survived on the expert trails with Chouinard by 
taking frequent breaks to throw questions at him. "I'm awfully 
glad I didn't have to go mountain climbing," Meeks says. 
"Chouinard has scaled El Capitan, the 3,000-foot vertical face in 
Yosemite that is one of the toughest climbs in North America, 
no fewer than five times. He told me that on one route the wall 
overhangs so that if you try to come down, you can't come 
down. You mean, I asked him, that you can't come down and 
you don't know if you can keep going up? 'That's right,' laughs 
Chouinard. 'It's just like business.' " Meeks' account of how 
this remarkable personality mixes business with pleasure, "The 
man is the message," begins on page 148. 
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Grace under pressure is a rare trait. 

-Ti, 



Fortunately, it can be acquired. 
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The road demands. You drive. The car ex- 

ecutes. It's easy. Better than that: it's fun. 

The name is 827. Sterling 827. 

Car and Driver's judgment: "Whatever 

we asked it to do, it did willingly and 

well... The Sterling's neutral cornering 

behavior and smooth, sharp steering 

response inspired immediate confidence'.' 

In other words: Grace under pressure. A 

rare trait built into every Sterling. 

And passed along to you, for example, via 

our ingenious fully independent suspen- 

sion. Double wishbone up front, well- 

located struts at the rear. To give you a re- 

markably reassuring sense of the road, even 

when the road is less than reassuring. 

This positive feel of performance is but one 

major component of the Sterling driving 

experience. All told, the 827 gives you 

more than you've been taught to expect 

from a car. Grace under pressure. 

STERLING 
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Grace under pressure. 

The   Sterling   827SL   Sedan.   827SL 

Limited Edition and the 5-door 827SLi 

have much in common. 

It   begins   with   an   exhilarating   160 

horsepower 24-valve 2.7 liter V-6 front 

wheel drive engine. A purist's 5-speed 

manual gearbox. Or a 4-speed automatic 

transmission that offers a Sport Mode 

which gives you higher RPM shifting and 

even more responsiveness. 

It continues with tl    fully independent 

suspension. ABS Anti-Lock braking. 

Speed proportional rack and pinion 

steering. Anti-sway bars front and rear. 

All superbly engineered within an aero- 



827SLi 827SL Limited Edition 

dynamic body sculpted to outwit the wind. 
- 
Inside: such amenities as a 4x20 watt 

AM/FM stereo cassette system. Air condi- 

tioning. Power moon roof. Cruise control. 

Power windows, mirrors and doorlocks. 

And there's much that's uncommon. 

The 827SL gives you seats faced with but- 

tery soft Connolly leather. Burled walnut 

dash and door trim. A 10-function trip 

computer. 

The 827SL Limited Edition comes in 

dramatic British Racing Green. Both it 

and the sporty 5-door 827SLi offer seat- 

ing panels faced with sueded pigskin, and 

rare rosewood trim. 

8-way power seats for driver and front 

passenger are standard on the 827SL and 

the Limited Edition. 

Standard for all three: a nationwide net- 

work of over 160 Sterling dealers provid- 

ing quality service long after the 3-year, 

36,000 mile warranty has expired. 

Call 1-800-622-0550 for your nearest 

Sterling dealer. It's the first step toward 

acquiring that rare automotive trait: 

Grace under pressure. 

STERLING 



Follow-Through 
No epidemic 
June 27, 1988 
Maxicare, the Los Angeles-based 

health maintenance organiza- 
tion with revenues approaching $2 
billion, was on the critical list and 
perhaps headed for the morgue, 
FORBES reported last summer. We 
knocked founder Fred Wasserman for 
too aggressive expansion and poor 
cost controls. Not only did Maxicare 
look sick, we said, but it stood as an 
example of the whole HMO concept, 
which had "turned out to be one of 
the decade's most overhyped flops." 

Our prognosis was correct—-Maxi- 
care filed for bankruptcy last month. 
But much of the rest of the industry is 
now on the mend. One type of HMO, 
not dealt with in our story, employs 
its own doctors, owns medical facili- 
ties, or both. This allows the HMO to 
keep prices down. Meanwhile compa- 
nies using a nonstaff model, like Max- 
icare, where doctors and services are 
contracted, have realized that cost, 
not market share, is the key to suc- 
cess. Such public companies as US 
Healthcare are returning to profitabil- 
ity. Says health care analyst Todd 
Richter of Dean Witter, "The Maxi- 
care model is still viable, even if the 
company isn't."—Edward F. Cone 

Wrong 
number 
May IS, 1987 

Jack' Brerttutn 

million for 1988. Metro Mobile's cash 
flow turned positive for the first time 
in the last quarter of 1988, and the 
company anticipates a net profit by 
1990. Despite the failure of last year's 
bid for Centel, a diversified communi- 
cations company with interests in 
electric utilities and real estate, Met- 
ro Mobile is looking to expand by 
acquisition. Credit for the company's 
success is ascribed to the strategic and 
managerial skills of Lindemann and 
his president, Jack Brennan.—E.F.C. 

Cardinal 
sin 
Dec. 14, 1987 
Austin Guirlinger 

Two years ago FORBES was skeptical 
about the booming cellular phone 

business, particularly a hot young 
company out of New York called Met- 
ro Mobile ITS. While investors had 
pushed the stock from its offering 
price of $12.50 to over $20 per share, 
wc saw little value in a firm with only 
10,000 subscribers and thought the 
stock ripe for a fall. 

Bad call. Metro Mobile now trades 
at over $64 a share, giving the most 
prominent insider, founder and Chair- 
man George Lindemann, a paper 
worth of $300 million. One reason the 
stock is up is that demand for cellular 
service has zoomed, pushing Metro 
Mobile's subscriber rolls to over 
66,000. Revenues have lumped from 
under $8 million in 19K6 to some $56 

Talking 
trash 
Mar. 10, 1986 

John Rangos Sr. 

Austin Guirlinger of Cardinal In- 
dustries (1987 revenues, $611 

million) wanted to be the Henry Ford 
of housing, applying the principles of 
mass production to homebuilding. 
FORBES looked at the Columbus, 
Ohio-based outfit 16 months ago and 
said he had a good chance of realizing 
his goal. Using modular building 
techniques, Cardinal had put up 
52,000 apartments and 16,000 motel 
rooms, most of which had been syndi- 
cated but still were managed and part- 
owned by the company. The future 
looked bright. 

Whoops. Today four of Cardinal's 
five manufacturing plants are in 
mothballs, and banks are foreclosing 
on some of its properties. Why did the 
roof fall in? After years of spectacular 
growth, Guirlinger's damn-the-torpe- 
does resolve to continue increasing 
production led to some poorly con- 
ceived and located projects. And with 
most of Cardinal's debt at floating 
rates, rising interest rates have turned 
borderline projects into losers. The 
cash crunch intensified last autumn 
when Cardinal had to withdraw a $72 
million REIT it was flogging. Cardinal 
is now waiting on a workout plan, due 
in May, by real estate consultants 
Kenneth Leventhal &. Co. Says Guir- 
linger, who claims the worst is over, 
"maybe a company needs a little purg- 
ing sometimes." Here's hoping he's 
right. If Cardinal crashes, local 
sources say it could drag down some 
Ohio lenders with it.—Eric Schmuckler 

John Rangos Sr. was a Pittsburgh 
trash hauler who had carved out a 

nice piece of the city's waste disposal 
business in the face of tough competi- 
tion from industry giant Browning- 
Ferris when FORBES reported on him 
three years ago. Rangos saw that the 
traditional three-stage method of dis- 
posal—collecting garbage from all 
over, hauling it to one site to be com- 
pacted, then hauling it to another site 
to be interred—was obsolete because 
new trucks could compact the gar- 
bage as they picked it up. Rangos 
eliminated the middle step, and rang 
up sales of over $30 million in 1986 by 
charging much lower tipping fees 
than his rivals. FORBES praised the 
rough-hewn Rangos and his newly 
public Chambers Development Co. 
but wondered if the company, which 
was loaded with debt, would stumble 
as it expanded from Pittsburgh. 

Rangos hasn't stumbled. On the 
contrary, he has built Chambers De- 
velopment into the fourth-largest 
waste disposal company in the coun- 
try, with estimated 1989 sales of $190 
million, and, in the process, has 
earned himself a place on the FORBES 
list of the 400 richest Americans. 

Rangos expanded into the South- 
east, New Jersey and Pennsylvania by 
buying landfills, which insures 
Chambers cheap dump sites and in- 
come from other haulers' tipping fees. 
Chambers, solidly profitable and the 
fastest-growing major waste disposal 
firm, with annual revenue increases 
of some 25%, has begun installing 
synthetic liners for its landfills to 
meet increasingly tough environmen- 
tal standards. 

Rangos has also built a profitable 
sideline in the security guard busi- 
ness, an operation that grew out of the 
need to protect his landfills from ille- 
gal dumping by competitors, and 
should add over $20 million to 1989 
revenues. The debt load FORBES was 
anxious about is still a hefty 51%, 
because of continued expansion, but 
down from 59% in 1986.—E.F.C. 
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Carved from a solid block 
of 18 karat gold, no other watch 
is made with the decisiveness 

of the Piagef Polo. 
The courage of conviction 
is apparent in the Piaget 
Polo's design. 
The Piaget Polo is a watch engi- 
neered and constructed without 
restriction. So it is appropriate that 
each link of its substantial bracelet 
is hand-carved from a solid block 

! of 18 karat gold and individually 
attached by solid 18 karat gold 
screws. 
The Piaget Polo's versatility 
is as uncompromising as 
its construction. 
No other watch is as continuously 
correct as the Piaget Polo. From 
sport to business to black tie, it 

: carries a distinctive dignity and 

The classic distinction of the men's round Piaget 
Polo Watch. Solid 18 karat gold. Quartz accurate. 
Water-resistant. Fine crocodile strap. 

PIAGEI 

elegance that is singularly Piaget. 
Strength and style only 
Piaget could combine. 
These unique characteristics mark 
the Piaget Polo. Its sculptural 
fluidity is indicative of Piaget's 
meticulous attention to detail. 
Impeccable accuracy is 
inherent in a Piaget. 
Even the Piaget Polo's electronic 
quartz movement is completely 
hand-crafted at Piaget in La Cote- 
aux-Fees, Switzerland. Accurate 
to within 30 seconds a year, it is 
water-resistant to three atmo- 
spheres. 

Piaget Polo. Convincingly, the 
ultimate timepiece. 

For brochure send J5 to Piaget, Dcpt. KB. 650 Fifth Ave., NY, NY 10019. 
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Texas-cooked books 
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It's a good thing for Texas lawmakers 
that the SEC doesn't regulate state fi- 
nances. Otherwise, some folks down 
in Austin might find themselves in 
pretty hot water. 

Seems Texas' self-proclaimed fiscal 
conservatives have learned some ac- 
counting tricks. Witness how they're 
papering over a $ 1.1 billion hole in the 
state's $45 billion budget for the next 
two-year fiscal period. 

How do they do it? Largely by 
counting assets as income. Here's 
what some legislation likely to be ap- 
proved would do: On Aug. 31, 1991, 
the biennium's last day, $733 million 
sitting in more than 200 dedicated 
funds earmarked for special purposes 
would be transferred into the state's 
main checking account and counted 
as general revenue. A few days later, 
the new fiscal period having begun, 
the money would go back to the dedi- 
cated funds. In another bookkeeping 
shenanigan, a quarter-year's worth of 
both teachers' pension contributions 
and mass-transit subsidies would be 
pushed into the new fiscal period. 

All this maneuvering—hardly 
unique to Texas—will help lawmak- 
ers meet their constitution's require- 
ment of a balanced budget. More im- 
portant, it will avoid a dreaded tax 
increase. But games like this can be 
played for just so long. The lawmak- 
ers admit only a booming Texas econ- 
omy will eliminate the need for a tax 
boost after 1991— William P. Barrett 

Will Azoff take off? 
Among the scads of insiders who have 
unloaded MCA stock over the last few 
months, one notable name is that of 
Irving Azoff, who heads MCA'S music 
division. In February Azoff unloaded 
67,500 shares at around $50 per. It's 
said he needed the money for personal 
reasons—to pay the taxman, for one. 

But Azoff may soon start cashing in 
the rest of his 400,000 JVU A shares. 
Music biz insiders whisper that Azoff, 
who in six years built MCA into the 

industry's third-largest label, is now 
looking to get out of his contract, 
which runs another two years plus. 
That would certainly be a blow to 
MCA, whose record division was an 
also-ran when Irving the Great took 
over; now it makes $60 million on 
$665 million gross. Word is, Azoff has 
offers to start his own label elsewhere. 
Clearly MCA brass aren't eager to let 
him go. For now, says Azoff, "There's 
no better job in the music business 
than the one I have."—Eric Schmuckler 

Cool on Nintendo 
Nintendo's hot now, but one sage sees 
a cooldown ahead for the Japanese 
videogame concern. "Parents are still 
buying Nintendo, but kids are sick of 
playing it," says Thomas Eidelman of 
St. Louis. Therefore, the company, 
listed on the Tokyo stock exchange, 
may be headed for a fall. What does 
Eidelman know? Though weak on 
balance sheets, he's strong on kids' 
preferences. He's ten years old. 

His take on Nintendo was dutifully 
reported to his money manager dad, 

Nintendo and fan 
About to be zapped? 

David Eidelman of Eidelman, Ullman 
& Finger, in March. Eidelman has not 
gone so far as to short Nintendo, but 
he's loath to bet against Tommy. He 
says the kid's been right on Coleco, 
Stride Rite and Reebok in recent 
years. That record beats more than a 
few of the pros' we know. 

Comings peculiar pick 
In late March Corning Glass Works 
announced its intent to purchase En- 
seco Inc., a struggling o-t-c company 
that does environmental analytical 
work for industrial and government 
clients. Corning agreed to swap the 
equivalent of $14 in its own stock for 
each Enseco share, $3 more per share 
than Enseco fetched prior to the deal. 

Question is: Why would Corning 
pay such a giddy premium—roughly 
35 times projected 1989 earnings and 

almost 3 times revenues—for also-ran 
Enseco? The company's sales rose 
18% in 1988, but it lost money for the 
year, and 1989 looks no brighter. En- 
seco's biggest client is the EPA, but 
work from the agency is dropping: 
$978,000 in revenues in the third 
quarter of last year versus $2.4 mil- 
lion in the same period of 1987. And 
the business Enseco's in—assessment 
of environmental cleanup rather than 
the cleanup itself—has skinny mar- 
gins of between 2% and 4%. 

Sure, Coming's $125 million stock 
swap for Enseco is small change com- 
pared with its 1988 earnings of $210 
million. But even a small acquisition 
can be expensive. Enseco's $14 price 
is almost three times what some folks 
think the company's worth. 

One source speculates that Corning 
may have some environmental 
messes in its own operations that it 
wanted to be able to quantify quietly. 
So it bought its own in-house consul- 
tant. Corning counters that the En- 
seco purchase is a logical enlargement 
of its laboratory sciences business. 
One thing's for sure: This high-priced 
deal might well pump new life back 
into the recently stagnant environ- 
mental services stocks. 

Turner v. Whittle 
Chris Whittle hasn't decided whether 
to go ahead with his Channel One 
network—the hotly debated current- 
events-and-commercials show to be 
aired daily in the nation's classrooms. 
But at least one competitor is waiting 
in the wings: Ted Turner's CNN. 

Channel One, now testing in six 
schools, aims to be in 8,000 high 
schools by 1990 if all goes (very) well. 
That's about one-third of the total 
market, but Ed Winter, who heads the 
project for Whittle Communications, 
says they're in the biggest cities. 

Since 1987 CNN has offered its regu- 
lar Sunday Week in Review show— 
commercials included—to educators 
through the National School Board 
Association. A disappointing 227 
schools have taken the program. Now 
comes word that Turner's people are 
looking to force-feed schoolkids a dai- 
ly dose of news a la Channel One. 

Is Whittle worried? Not hardly. 
Whittle gives participating schools a 
satellite dish and video monitors if 
they use the show.  Scoffs Winter, 
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"Turner can make the program. But 
bicycling a videotape to three social 
studies classes won't cut it."—E.S. 

Two cheers for Hollywood 
If any company in America should 
have had its fill of Hollywood, it's 
Transamerica Corp. The $7 billion fi- 
nancial services giant, you recall, had 
a flashy fiasco back in 1980 with Hea- 
ven's Gate, the United Artists film that 
almost no one saw but that cost S3 6 
million to make. Within months of 
the movie's release, Transamerica 
sold its United Artists unit to Kirk 
Kerkorian, presumably never to set 
foot in Tinseltown again. 

But the sirens of Lotusland call, and 
last month the San Francisco-based 
outfit tiptoed back into filmdom. One 
of its units will be backing all comple- 
tion guarantees for Completion Bond 
Co., which guarantees that films 
come in on time and within 10% of 
budget. Transamerica is stepping in 
for Fireman's Fund, which exited the 
business because "the relationship 
wasn't working out." 

No doubt Transamerica likes the 
hefty margins in the completion-bond 
business—roughly triple those in 
property/casualty insurance. Is anoth- 
er Heaven's Gate a worry? Not at all, 
insists company spokesman Richard 
Griebel. "This is strictly an insurance 
enterprise, not an entertainment en- 
terprise." We'll see.—Lisa Gubernick 

Gone but not forgotten 
Remember when all those corpora- 
tions, bowing to political pressure, 
pulled out of South Africa a few years 
back? Turns out it's not so easy to 
make the break. 

Barclays Bank's local interests were 
taken over by South Africa's First Na- 
tional Bank in 1986. So why do the 
prestigious blue-and-white Barclays 
signs still grace hundreds of branches 
throughout South Africa? "There's a 
timetable for taking the signs down," 
sighs a spokesman for Barclays, 
"around 1990,1 think." 

Hertz also left South Africa last 
year, when its licensing agreement 
with Imperial Cars of Johannesburg 
expired in December. But Hertz' yel- 
low-and-black booths still greet you 
on arrival in the major cities. "I don't 
know what we can do," says a clearly 
shocked Hertz flack. "It's up to our 
lawyers in London." 

Woolworths has it even worse. Its 
familiar logo beckons from stores in 
virtually every South African city. Is 
Woolworths still invested there? The 
growling reply: "We have never been 
in South Africa. We know about the 
signs, but it's not us."—Christie Brown 
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HATS OFF TO YOU, 
NEW YORK. 

We solute New York Gty It's o city of great hotels So much so that even after 60 years of 

creoong and managing legendary hotels around the world, we wanted to be totolly 

prepared before opening here 

So we brought along the kind of style that has attracted the aristocracy for over half a century. 

We also brought along the extrovogont standards of service that have been o tradition with 

The Penmsulo since the 1920s 

So now here we are in New York, hat in hand We 

know it's not going to be easy, but we're convinced 

that a whole new page in hotel history is about to 

be written... 

because, after oil, we are known as The Pen 

The Penmsulo, New York. Perhaps the best locotion 

in the City at Fifth Avenue ond 55th Street. 

3r55frSt.NewYyKNYiOC- -"2200 

2 503-3941/ To" Free '800) 262-9467 

5R£ - seigerlteetvooc -10) 223-5652 

"The^adin^HotdsofthfWortd ": fee BOO)2236800 
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Readers Say 

Our house 
SIR: Re "Is the mortgage interest de- 
duction sacred?" (Mar. 20). Your as- 
sessment will be helpful in any future 
debate. 
—Sam M. Gibbons 
U.S. House of Representatives 
7th District, Florida 

SIR: We get used to hearing that 
"what's mine is mine, what's yours is 
negotiable" thinking from our elected 
officials, but when the leading expo- 
nent of capitalism starts to talk like 
that, does any hope remain? 
—Robert F. Clarke 
Clyarlotte, N.C. 

SIR: The most flagrant insult to those 
who cannot afford any home is the tax 
break for a second home. 
—T/x>mas Scblottenmeier 
Wellesley. Mass. 

Clout corner 
SIR: Thanks for your editorial regard- 
ing the gas tax (Fact and Comment. Jan 
23). I have been trying to focus the 
national debate on "whether reve- 
nues," but people keep insisting I an- 
swer "which revenues?" We have to 
arrive at more consensus than cur- 
rently exists on how we can go about 
deficit reduction. 
—Dan Rostenkowski 
(hairman. 
Committee on Ways & Means 
i S House of Representatives 

SIR: Three cheers for your barbs at the 
U.S. failure to provide full funding for 
U.N. peacekeeping (Fact and Com- 
ment. Feb. 20). Our subcommittee is 
looking at an Administration request 
in the 1990 budget for voluntary con- 
tributions to U.N. peacekeeping that 
is once again too low. And the Admin- 
istration knows it. But the same old 
budget games are still being played. 
—Patrick Leahy 
( Ikiirman. 
subcommittee on Foreign Operations 
US Senate 

Space shot 
SIR: Twenty years from now some 
editor will have fun excerpting a sen- 
tence or two from Howard Banks' arti- 
cle about Space Station Freedom ("Sci- 

ence fiction," Mar. 6). Saying that folks 
cannot survive six months in space 
will rank right up there beside "Bum- 
blebees can't fly." There are some 
weaknesses in the program, but that's 
not one of them. 
—Joseph P. Kerwin 
Skylab astronaut, 
Lockheed Missiles & Space Co., Inc. 
Houston, Tex. 

Animals 
SIR: Re "Meet the meatless" (Mar. 20). 
By all means continue to eat meat. 
This way you can clog the arteries 
leading to your heart as assuredly as 
you have already clogged the arteries 
leading to your brain. 
—Joan B. Holster 
Brooklyn, N.Y. 

SIR: Such a panicky attempt to write 
off animal rights supporters as "ter- 
rorists" doesn't wash. 
—Ingrid E. Neukirk 
People for the Ethical 

Treatment of Animals 
Washington, DC. 

SIR: FORBES is doing a disservice by 
playing down the threat posed by ani- 
mal rights extremists simply because 
there are only about 100 real hard- 
core troublemakers. Ideological ter- 
rorist groups have always had very 
few active members. 
—William S. Bailey Jr. 
Houston, Tex. 

PET A director Ingrid Newkirk 
MjuuieUo higunclliUoodJin Camp 

SIR: Ingrid, why the leash on the dog? 
What gives you the right? 
—D. Wfjite 
I'/xtenLx, Ariz. 
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SIR: Animal rights activists are not 
people on the fringes of society. Some 
of us even read FORBES! 
—A Crimaudo 
Kearny, N.J. 

SIR: I wonder if Ms. Newkirk's animal 
friends live on meat products. If so, 
we humans have a challenging task— 
convincing our carnivorous animal 
friends to become "vegans." 
—Vgee Ramiab 
Savannah, Ga. 

SIR: I would not want my business to 
be the next target of this "weak" 
movement. 
—Karen Landau 
River Wale, N.J. 

SIR: People kill animals for money, 
convenience, luxury and because they 
can. Various segments of society 
could be killed for the same reasons 
(baby meat is tender and has protein; 
testing new drugs on retarded people 
would help the rest of us), but society 
has declared such acts immoral. An 
article that doesn't examine the 
philosophical underpinnings of such a 
distinction is the shallow whine of a 
spoiled human being. 
—John R. Bell 
Encino, Calif. 

Another angle 
SIR: Michael Novak puts a new and 
generally overlooked perspective on 
business and economic affairs. 
—Albert J. Forn 
Santa Monica, Calif. 

Clear water 
SIR: Re "Lawsuits, ahoyl'YAfar. 6) The 
meeting at Larchmont Yacht Club re- 
ferred to was in fact sponsored by 
Sheldrake Yacht Club of Mamaro- 
neck, N.Y. and was attended by repre- 
sentatives of over 20 yacht clubs. 
—Charles J. Altman 
New Rochelle, N.Y. 

SIR: The wording regarding Lloyd Har- 
bor's fee creates the mistaken impres- 
sion that we charge nonresident sail- 
ors $100 to "drop anchor in local wa- 
ters for the night." We charge $ 100 for 
an annual harbor use permit, good for 
the entire season. And we set aside a 
transient area where visitors may an- 
chor free. 
—George Toumanoff 
Trustee, 
Village of Lloyd Harbor, N.Y. 
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lb help with the restoration, send your 
tax-deductible donation to: Collings 
Foundation. Box 248, Stow, MA 01775 

JISI^ 

*^? 

Forty-five years ago, our fieedom 
w/rJSontnf^lint2* ^nthe*rontline*Anc*ontliepr°^ucti°n^ne- 

Because in Europe and the Pacific, Americas 
fighting forces needed a new, longer-range heavy bomber. And on our assembly lines in 
Ft. Worth and San Diego, and on others across the country, Americas working forces 
responded. At peak production in Ft. Worth, more than 30,000 workers, toiling around the 
clock, were building a new B-24 every four hours. 

Now we are helping to build one more. By making a grant to help restore one of our 
original B-24s to its original condition. Soon a B-24 Liberator, which first flew in the 
Pacific, will fly again, this time in air shows around the USA. 

Not as a symbol of American military might. Or of American manufacturing muscle. 
But of the American spirit which makes them GENERAL DYNAMICS 
both possible. A Strong Company For A Strong Country 



"With all thy getting get understanding' 

Fact and Comment 
By Malcolm S. Forbes, Editor-in-Chief 

WHERE GOOD NEWS IS BAD NEWS AND BAD NEWS IS GOOD NEWS 
Only on Wall Street. causes inflation, hikes, and hikes again, interest rates. 
When economic  data indicate  strength,   stocks  and       Good times mean bad times, 

bonds drop. Catch 22? 
They drop because the Fed, panicked that prosperity       No, just the ways, wiles and weirdness of Wall Street. 

ENOUGH ALREADY 
"Kinder and gentler"-ing of anything and everything by everyone these days. 
We know what the President meant. And he means it. 

NOT LEARNING TO SAT "YES" 
The best thing that happened in the last election for the 

rapidly growing numbers of Spanish-speaking Americans 
was the designation of English as the official language in 

Florida, Colorado and Arizona. 
The fact that voters in those states felt that such 

referendums had to be held reflects mighty little credit 
on those leaders who seek to make it nonessential for 

INSTEAD OF "SI" IS STUPID 
Spanish-speaking people to learn English. 

Imagine, in the name of "fairness," putting people— 
especially schoolgoing youngsters—permanently behind 
the eight-ball by not making it necessary to learn the 
language of their country. It's almost criminal stupidity to 

seek to so disadvantage, so cripple a great and growing 
group of Americans. 

WHO KNOWS WHAT'S WITH MAJOR OIL COMPANIES THESE DAYS? 
About the only ones that have a presence, that haven't lost their voices, seem to be Mobil and BP. 

it I THINK THAT I SHALL NEVER SEE A POEM LOVELY 
as a tree." When I was a child, Joyce Kilmer's paean was 
the first bit of rhyme American schoolkids learned, along 

| with The Pledge of Allegiance and the words of The Star- 

Spangled Banner. 
And in this Age of Pollution there's an incredible degree 

of truth in Mr. Kilmer's lines. For trees are the greatest, 
most efficient antipollution devices in and for the whole 
world. Relatively, they cost little, grow for free and upkeep 

costs are negligible or nothing. 
Observes Isaac Asimov in Time, "They absorb carbon 

monoxide and carbon dioxide and give out oxygen. What 
could be more desirable? And they look good in the bar- 
gain. Stop chopping down the rain forests and plant more 

saplings, and we're on our way." 

Three different, inspired "on our way" efforts are under 
way. In Kansas an India-bom naturalized American single- 
handedly launched a drive that in 1987 alone planted 
700,000 fruit-bearing trees in India, thus fighting hunger 
and pollution at the same time. A power company opening 
a new Connecticut coal-burning plant has contributed $2 
million to an environmental counterbalance with a project 
for planting 52 million trees in Guatemala. And the Costa 
Rican Minister of Natural Resources, in collaboration 
with American Express Bank and the Nature Conservan- 
cy, is exchanging debt for preservation of the rain forest, 
which Costa Rica had been in danger of running out of. 

I think that we shall never see a pollution solution more 
lovely than a tree. 
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SANS RICE, YEUTTER'LL BE A GREAT AGRICULTURE SECRETARY 
Clayton Yeutter, who ably pressed for freer world trade 

decisions during the Reagan Administration—it was rug- 
ged, tough going all the way—is another top-notch Cabinet 
appointment (Secretary of Agriculture) by 
George Bush. Yeutter's decision—so far—not 

to have the U.S. go to the mat with Japan over 
rice reflects both guts and good sense. 

Our home-front rice lobby is powerful and 
combatively vociferous, but rice is far more 
than just another food in Japan. It has a total, 
embracing cultural significance that has few 
counterparts anywhere in the world. In Japan it 

A SOLUTION SO SENSIBLY 
On the one hand, in big city schools student bullies rip off 

the fancier gear and adornments of those youngsters they 
can cow or assault. On the other hand, the poor and the 
threadbare feel further diminished by classmates' sporting 

the latest fashions. 
In many European countries, as well as Asian, school- 

agers wear uniforms: simple shirts or blouses, with skirts or 

is as close to being a sacred thing as most anything can be. 
To lump rice in with beef and oranges and cigarettes et al. 
is to reflect a total lack of perception, sensitivity, under- 

standing—a lack of any sense whatsoever. 
Secretary Yeutter had the courage not to be 

preelection pressured into a major confronta- 

tion with Japan over the rice issue despite the 
rice producers' power in both Texas and 
California. 

We have a great plenty of things to press the 
Japanese about in our negotiations. 

Rice should not be one of them. 

SIMPLE, IT WON'T HAPPEN 
shorts or trousers. With everybody equal to the eye, the way 
to excel is in the classroom or on the playing fields. 

Many Catholic schools require inexpensive uniforms. 
Public schools should. 

What a myriad of headaches, expenses and extraneous 
problems in students' and parents' and teachers' lives would 
just go away if simple uniforms were the order of the day. 

"A DREAM THAT MAY SOON COME TRUE" 
That was the heading of an editorial that I 

wrote here 30 years ago (Fact and Comment, Aug. 
15, 1958), from which come these extracts: 

"We have never been closer to a United Europe than 
we are today. European economic integration is well on 
the road. 

"The consequences to the U.S. are hardly less dra- 
matic than those for Europe. We cannot help but ap- 
plaud the strengthening of Europe's economic and mili- 
tary potential as well as the weakening of the centrifu- 
gal tendencies that have always left the free nations of 
the West at the mercy of any determined invader. 

"But there is another consequence of the Common 

Market that we cannot ignore, either. It will almost 
certainly make Western European firms more potent 
competitors in the world market. While it is making 
European business stronger in mass markets and mass 
production, it will erect and maintain a tariff barrier 
against U.S. goods in markets where Community mem- 
bers will have duty-free access. 

"We cannot, of course, oppose the Economic Com- 
munity on these grounds. Nor could we stop it even if 
we wanted to Instead it behooves farsighted U.S. busi- 
nessmen t(. start taking steps now to meet the situa- 

tion. Some U.S. manufacturers, our automobile makers 
prommently among iK-rn, have already begun doing so. 
They are expanding and modernizing the plants of their 

European subsidiaries so that they will be able to com- 
pete with such European automaking giants as Volks- 
wagen, Renault and Fiat once the barriers start to come 
duwn. Other U.S. firms are making their first direct 

investments in European plants as insurance against 
possible loss of their direct export market. 

"A United Europe will offer a bigger and freer market. 
An economically United Europe (and ultimately a polit- 
ically United Europe) are among the best things that 
could happen to the Free World. By raising living stan- 

dards and sharpening the competitive striving for lower 
costs and more marketable merchandise, it will certain- 
ly create a bigger market both for goods made in the 
U.S. and for the products of the more underdeveloped 
countries of Europe, Africa and Asia. The prospect for a 
new and United Europe is one of the most encouraging 
features of the world today. 

"The newspapers these days are full of news about 
our troubles in the Middle East, of communist pres- 
sures in Eastern Europe and Asia, of turbulence in 
Africa and the Mediterranean. But it may well be that, 
in its quiet and undramatic way, the European Econonv 
ic Community may finally loom larger in world history 
than these wars and alarms." 

That dream, which we said 30 years ago 
might soon come true, comes closer to reality 
as we come closer to 1992. 
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MOVIES 
• The Accidental Tourist—The most dreary, dragging, 
drawn-out, happenless portrayal of a father's sense of loss. 
William Hurt may survive, but I don't think you'll last 

through it. # True Believer—Gripping drama about an 

ideals-shattered criminal lawyer who nearly dies freeing a 
Korean framed in a Chinatown murder by frustrated law- 
men overdependent on double-dealing informers. Not un- 

germane to some real-life cases. 

BANGING 
How often in our daily endeavors 

and in pursuit of our aspirations 
have we felt that we're banging our 
heads against brick walls? How of- 

ten have we felt so fiercely frustrat- 
ed that we've felt like banging our 
heads against brick walls? 

Frustrate no longer. Do it! 
Against a brick wall made of 

"head-forgiving foam, easily mount- 
ed on your nonfoam wall with the 

YOU'LL NEVER MAKE A DENT 
if you don't drive. 

YOUR HEAD AGAINST A BRICK WALL 
Velcro strip that's included." 

ro^firfThfc 
In gifting us with this delightful 

gimmick, Mr. Bob Cummings 
writes, "For myself, I found that 
making a living as an artist in NYC 

was an experience similar to bang- 
ing my head against a brick wall." 

By writing to Jeanne Teller (225 
Fifth Ave., New York, N.Y. 10010) 

or calling (212) 532-9208, you, too, 
can find instant frustration relief. 

YOU ALWAYS HAVE TIME 
for what's foremost on your mind. 

BOOKS 
• The ITT Wars—by Rand V. Aras- 

kog (Henry Holt &. Co., $22.50). Rand 
Araskog became helmsman of the 
mammoth conglomerate wrought by 
pain-giving Harold Geneen. ITT was 
nearly swamped by gale-force assaults 

from other giants who thought more 
could be profitably done with it and to 

it. This is Rand Araskog's side of one of the most compel- 
ling corporate battles of an era studded with them. Rugged 

Rand punches unsparingly. 

Excerpts: Had the government taken the lead, had it had 
the moral courage to say no to extreme deficit financing, 
the whole raider-takeover era with its easy money and 
phony financing might not have occurred. The foolish 
merry-go-round is almost over, but. . . a lot of broken 
bodies are lying around. A group of new multimillionaires 
has no ethical reason to be so proud of themselves as they 
are, and we should not be so fawning over their charitable 
contributions. These multimillionaires will be offstage 
when the leveraged buyout bankruptcies drop the cur- 
tains on the failures of the money plays of the 1980s. And 
who will pay for the junk bonds that heisted the original 
purchase offers of the LBO dealers! Insurance companies, 
pension funds and savings-and-loan banks. (Guess what! 
Another taxpayer disaster to cover the Federal Savings &) 
Loan Insurance Corp.). . . It was the huge corporate debt 
that precipitated ITT's time of troubles. The company 
was such a large, powerful, well-regarded, highly connect- 
ed multinational that we had the hubris to think nothing 
could touch us. We were, of course, wrong. American 
corporations are treading on thin ice, as is the federal 
government, if they think that debt does not matter and 
that the good times will roll forever. 

Champagne—by Serena Sut- 
cliffe (Simon & Schuster, 
$29.95). Downing some of this 
bubbly wine has become a uni- 
versal way to celebrate any and 
all occasions of great joy. If for 
some reason you want to know 
everything there is to know 
about champagne, this book's 

for you. (Fortunately, or unfortunately for me, the stuff 
gives me a headache.) 

• • A Quiet Book—byMon- 
tie Martin (Martin Services, 
633 Caribbean Way, Nice- 
ville, Fla. 32578, $95). What a 
wondrous way to engross tod- 
dlers in "books" as they begin 
discovering new uses for their 
tiny hands and eyes and 

minds. On these colorful fab- 
ric pages are a hand-stitched 
telephone with a movable re- 
ceiver and dial, a shoe with 

real laces, a button-eyed kan- 
garoo with a little felt "pa- 

poose," a clown with a removable face, real strings of 
counting beads, a zipper pouch, and a clock with moving 
leather hands. Totally beguiling—soft, sensible and sensi- 
tive. Can be personalized with the tot's name, birthday. 
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It's not that the usual benchmarks are invalid. 
It's just that Audi prefers to set the bar a bit higher. To satisfy our own 

stringent standards. To pursue, in 
other words, an alternate route. 

And should you think the 
difference is all in our head, consider 
our body. It's 100% galvanized steel. 
Inside and outside. 

Not unlike your own skin, Audi's remarkable galvanized 
body can actually heal itself Unusual? Let's just say Audi 

is the first and only car maker to offer a full line of fully galvanized sedans 
The result? An Audi resists rust as resolutely as it resists convention. 

Even more remarkable, our engineers employ a zinc coating that 
reduces the potential corrosion of everyday nicks and scrapes via 

] 

It SetsThe Standaul 
By Ignoring It 

he 100/200 Luxury Seda 

■ 



'cathodic effect." Which is a fancy way of saying it actually heals itself. 
But then, a body like ours deserves no less. Because the Audi 

100/200 Series is the latest evolution of a sedan design cited as "the new 
styling standard for cars of this class" (MotorTrend). 

To which Road &Track added this clarification: 'Audis are inno- 
vative automobiles, their identity based not on a familiar grille shape, 
styling theme or dizzying performance but on a penchant for represent- 
ing the state of the technical art." 

And since every Audi comes with the powerful protection of the 
Audi Advantage (your dealer will proudly share the impressive 
details), you'll also enjoy an unprecedented standard of security. 

Which is the only standard we know. TT-jg >\lti£TT13li£ Route 

Audi 
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m 
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Other Comments 
Often comments by others stimulate, irritate, 

abuse or amuse this editors mind.-MSF 

Move Over, Oat Bran? 
Cheeze Whiz [a cheese spread by 

Kraft] may help in preventing cancer. 
That's the conclusion of researchers at 
the University of Wisconsin, who 
have been looking into a group of fatty 
acids that seem to have the effect of 
inhibiting some types of cancer in 
mice. Known collectively as CLA, 
these altered fatty acids can become 
incorporated into the cells of those 
who eat them, establishing a perma- 
nent defense against cancer. Previous 
research by the Wisconsin group de- 
tected the presence of CLA in raw 
ground beef and—in significantly 
higher concentrations—in grilled beef. 

The implications of this research 
are stunning: Cheeseburgers may ac- 
tually be considered health food. 

—Newsweek 
*     *     * 

There's the damned ozone-layer 
hole to worry about, and I'm told that 
this potential planet-ender may in 
fact be a side effect of agribusiness. It 
seems that all of that rain forest 
they're torching down there in South 
America is being cleared to raise ham- 
burger for the fast-food outlets of the 
world. Imagine, the world ending be- 
cause of demand for burgers. 

—Glenn O'Brien's Beat, Interview 

Century Note 
One afternoon on Madison Avenue 

and 74th Street, a panhandler asked a 
passerby, "Could you spare $100?" 

—New York 

Cancel FSX Deal 
First, Japan can use its defense dol- 

lars best by buying an American plane 
off the shelf. Developing its own at 
twice the cost would increase Ameri- 
ca's already heavy share of Japan's de- 
fense costs. 

Second, America's trade deficit 
with Japan is a painful $50 billion a 
year and getting no better. The F-16 is 
a high-quality product at an unmatch- 
able price. Why wouldn't Japan seize 

x to help itself and its 
ch; lartner? 

both these 
argui ! simply re- 
fuses to : ..FSX deal 
was the i rrike. 

Mr. Bush's ! ' e to 
cancel the FSX Ja- 

pan to recognize the obligations of its 
intimate partnership with the U.S. As 
second best, he could insist on tight- 
ening the deal's vague promises of 
technology transfer and production 
shares. Japan might then choose to do 
what is in both countries' mutual in- 
terest—buy American fighter planes. 

—New York Times editorial 

Celebrity Status 
Fame seekers rarely anticipate 

[what fame is like]. Fame is a contract 
between the one who is famous and all 
those who make him famous simply 
by knowing who he is. Once turned on, 
fame cannot be turned off at the conve- 
nience of the famous. Celebrities are 
always on display, forbidden the plea- 
sures of anonymity. Fame comes at a 
price. "You know," complained Louis 
Armstrong, "you don't have no fun at 
all if you get too famous." 

—By Gerald Clarke, Fame 

The "Quick Money" Mania 
Corporate America must also bear 

some responsibility for giving the Japa- 
nese every opportunity to capture mar- 
kets by default. From radios and tran- 
sistors to computers and semiconduc- 
tors, household appliances to motor 
vehicles, American producers with- 
drew from the marketplace. The rea- 
sons were always the same: There was 
no quick money in the audio disc or the 
videocassette recorder, the small car, 
the portable washing machine. 

"THE FAR SIDE" BY GARY LARSON, CHRONICLE FEATURES 

'If we pull this off, we'll eat like kings 

When the Japanese tried to market 
VCRS in France, the French government 
wisely restricted their imports—they 
had to pass through Poitiers, where 
there was only one customs official 
available to inspect imports. When the 
Japanese banned French surfboards be- 
cause they were not "safe" for Japa- 
nese consumers, the French suggested 
that they might have to review 
France's open borders to Japanese mo- 
torcycles, since they might not be 
"safe" for French consumers. The Jap- 
anese quickly got the message. 
—The ITT Wars, by Rand V. Araskog 

American universities are 
not good because the 
United States is rich, 
America is rich because 
it has good universities. 

—Tori P. Kozlov. rector of 
Irkutsk State University, Soviet Union 

Bureaucratic Bungle 
Some years ago, the Allegheny 

County Commissioners had to cut 
down two-thirds of the trees sur- 
rounding the Joyce Kilmer Memorial 
at South Park because the trees ob- 
scured the memorial and prevented 
visitors from reading the famous lines 
[of his poem "Trees," the most widely 
quoted American poem]. 

—Dictionary of Quotations 

Mischief Enters In 
When Hyster Co., of Portland, Ore., 

finally received the new European 
forklift rules, it discovered that they 
required battery cables to pass a test in 
which the cable was dipped into an 
acid bath. "We checked our American 
vendors, and none could certify that 
their cables could pass that test," says 
Dan Neuhauser, Hyster's director of 
business planning. "Then we discov- 
ered we had one vendor that used that 
test and, lo and behold, it was a Ger- 
man company. I don't think the Euro- 
peans are hell-bent on mischief, but in 
setting up these new rules, mischief 
comes into play," says Neuhauser. 

—Walter S. Mossberg, 
Wall Street fournal 

Elevated Fran 
There's nothing about an elevator I 

like. It's too small. It's filled with 
people I did not invite. And often 
these people are wearing conflicting 
perfumes. 

—Fran Lebowitz, Splash 
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100% 
OF OUR CLIENTS 
IMPROVED THEIR 

PROFITABILITY 
AFTER INSTALLING 

OUR SYSTEM 
Increased profitability—that's what 
everyone works toward and yearns for. 

And that's what we deliver by guaranteeing 
you a dramatic reduction in operating costs. 

In a gjobal economy where America has 
taken its lumps, we've helped keep factories 
open and corporations competitive by 
increasing our clients' productivity while 
improving product quality. 

We are a management consulting firm with 
a unique staff—each professional possesses 
at least 15 years of successful experience. 

ONE FORTUNE 100 CLIENT WROTE: 

"We're delighted to be one of your 
partners in the effort to improve 
productivity which is so vital to the 
security of our employees'jobs and 
the competitive future of our country 
It's noble work and you do it well." 

To evaluate your potential for improvement, 
we will conduct a free preliminary7 survey. 

So—if you are interested in getting ahead 
or staying ahead, call us today. 

ANDREW MASON ASSOCIATES, INC. 
VALLEY FORGE, PA 19481 0921 

800-SEE-AMAI 



OUR CLIENT LIST INCLUDES 
50% OF THE FORTUNE 500. 

THE BOTTOM LINE IS YOUR 
FINANCIAL PEACE OF MIND. 

When the leaders of America's most important companies seek expertise 
in insurance and financial services, they turn to the company that can help them 
the most. The Travelers. 

We tailor our broad range of products and services to fit the specific needs 
ofo lients. 

lexibility is backed by the power of our $50+ billion in assets and 125 
nee. As a result, our clients are better equipped to meet the growing 

mess world. With confidence and financial peace of mind. 
• lartford, Connecticut 06183 

Thelravelersj 
• better off under the Umbrella! © 1989 The Travelers Corporation 



Fact and Comment II 
By M.S. Forbes Jr., Deputy Editor-in-Chief 

A WINNABLE FIGHT 
The Administration still has no strategy to promote and 

pass a capital gains tax cut this year. Treasury Department 
officials seem discouraged because key congressional 
Democrats have been, to put it politely, unenthusiastic. 

But in 1978 the capital gains levy was slashed against 
obstacles far more formidable. President Carter and Trea- 

sury were hostile; Democrats had greater congressional 
majorities than they do now. Nonetheless, the maximum 

rate was whacked from 49% to 28%, thanks in no small 
part to lobbying by small-company, high-tech executives. 

The results were stunningly successful. Venture capital- 

ism was resurrected. Collections from the tax in 1979-80 
were 60% higher than estimated. A further reduction in 

1982 accelerated the progress. 
But in 1987 the maximum federal rate was boosted from 

20% to 33%. Small-company equities have languished. 
Capital gains tax receipts, particularly on the state level, 

have been disappointing. 

The Treasury Department should quarterback a 1978- 
type effort, hammering away repeatedly on these themes: 

• The evidence is overwhelming—a reasonable rate 

stimulates innovation, thousands of new businesses and 
hundreds of thousands of new jobs. Is it morally right to 
deny our country these benefits? 

• Japan and other international competitors either don't 

have such a tax or only a nominal one. Why tie our 
competitive hands? 

• A high rate protects bigger corporations from the 
threat of competitive startups. Is that a situation the 

American people wish to perpetuate? 
• The tax code has no incentive for taking the long-term 

view since current income is taxed the same as long-term 
gains. A high capital gains exaction also depresses stocks, 
encouraging an unhealthy bias toward debt. 

The Administration should shake off its passivity. 
Countless entrepreneurs and others are willing to help. 

ISRAEL 
has a lively, hardworking, highly educated work force. 
Why, then, hasn't its economy been a miracle of impres- 

sive growth a la Taiwan or Korea? 
The answer is common to all nations suffering from 

stagnation. Israel's economy is burdened with a suffocat- 

ing mix of regulation and taxation. Annual 
per capita growth has been nonexistent since 

.the mid-1970s. 
Toward Growth: A Blueprint for Economic 

Rebirth in Israel spells out what went wrong— 
and what should be done to get that economy 

moving again. 
Don't blame Israel's unavoidably heavy 

military spending, say the authors. Nonmili- 
tary outlays have grown far more rapidly than 
military expenditures for 25 years. Actually, 
as Korea and Taiwan have shown, a healthy economy makes 
the military burdens easier to bear. "Adjusted for inflation, 
[Taiwan's] defense spending increased nearly sevenfold in 
real terms between 1955-85, yet it fell steadily as a share of 
GNP because the economy expanded twelvefold." 

Toward 
Growth: 
A Blueprint 
lor 
Economic 
Rebirth 
in 
Israel 
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Israel's self-imposed obstacles to growth are formida- 
ble. Individuals are hit with a tax rate of 58% at the 
equivalent of $25,000. Then there is a 15% value-added 
tax. Corporate taxes are extremely heavy. Tariffs are 
prohibitive. The authors detail how the government 

dominates the economy in a way rarely 
seen outside Eastern Europe. 

The prescriptions are obvious: Slash tax 
rates, cut tariffs, start privatizing govern- 
ment-controlled businesses. Some steps in 
this direction have been taken, but much 
more needs to be done. 

Israel's economic mistakes are replicated 
in all too many countries. Thus this booklet 
must be read by key players in the Treasury 
Department, the IMF and elsewhere. 

It should also be read by the State Department. The 
policies that would lead to an impressive Israeli economic 
success story would be quickly (though quietly) emulated 
by other nations in the Mideast. There won't be peace in 
that region without prosperity. 
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The sky has never been clearer. 

You are looking at a sky full of 
aircraft. 

You're seeing it on a totally new 
display system developed by 
Raytheon. 

It is a major element of 
the FA As Advanced Automation 
System. The new generation of air 
traffic control. 

The display is designed to pu 
all the information an air traffic 
controller needs on big, bold 
screens. 

It's as easy to read in bright 
light as it is in a darkened room. 
And colors help define storms am 
highlight important information. 

Every piece of information i< 



SB 
ALUM OCA 990 

RVL  994 
ALT: •01   -   999 
RANGE 140 
riSAU: OFF 
CA: ON 

NORMAL 

/      P 

EAL12 

3#2  G42   X 

UAL742 
270*32$ 

/ 700  G$0 

:risply presented with incredible 
;peed. accuracy and resolution. 

So it can give a more detailed 
picture of a busy sky. 

Plane by plane. 
It's what you would expect from 

he company thafs been involved in 
lir traffic control from the very 
beginning. 

Who else would know the 
fundamentals better? 

Raytheon Company 
I4l Spring Street. Lexington. 
MA 02173. 

Raytheon 
H here quality starts with fundamentals 



REVEALED. THE PERSON 
WHO REALLY CALLS 

THE SHOTS AT HANSON. 
This lady has made us what we are 

today. A 12 billion dollar company. 

Whenever an important business 
decision is on the agenda, she influences 
the outcome. 

In fact, hardly a day goes by yvithout 
her existence making itself felt. 

You could say she dictates how our 
company is run. 

Yet she hasn't the faintest idea that 
she wields such power. It's her stake in 
Hanson that gives her such clout. 

True, her holding may be small, but 
no matter the size, it is our shareholders' 
interests we think of first. 

'Would our actions endanger them?" 
we always ask ourselves. And if we have 
any doubts, we doht go ahead. 

We always take great care to examine 
the downside and evaluate that before 
making a move. 

That is why our businesses supply 
basic goods and services to established 
markets. 

We want an enduring success for 
our shareholders. 

And 1>\ exercising caution and 
controlling budgets, while allowing our 
operating managers to manage, that is 
exactly what we have achieved for them. 

We have increased profits, dividends 
and earnings per share for 25 years 
without .1 break. 

In fact, $10,000 invested in Hanson 
shares in 1964 would now be worth 
more than $750,000* 

And if one thing shows just 
what we think of our share 
holders, it obviously has to be that 

II   \  N S O N 
Cram   London Brick   Hanson Lighting   SCM Chemicals   Universal Gym   British Ever Read)   Ground Round 

UtHU    110 . Nra York, M   lim. ' I Ill'M    ' ol going in }>r 



Commentary 
on Events at Home and Abroad 

By Caspar W Weinberger, Publisher 

"1992" IS CLOSER 
The European Common Market, now dubbed "1992" 

instead of the "European Common Market," is beginning 

to loom larger in the eyes of American business. Although 
the plan to eliminate all of the national barriers to travel, 
employment, investment and trade among 12 West Euro- 
pean nations has been actively pursued since June of 1985, 

Americans have paid scant attention to the massive 
changes that ECM '92 will cause. 

This is not surprising. A very small percentage of our 
gross national product arises from foreign trade, unlike 

many of our allies who depend on foreign trade and a 
favorable trade balance for their very survival. Also, for 
several years many Americans and some Europeans seri- 
ously doubted whether the agreement to create a true 
Common Market by 1992 could actually be carried out. 
After all, there are nearly 280 formal legal documents that 
must be agreed upon by the European Community Com- 
mission. Now 107 have already been adopted, and about 25 

others have been agreed to tentatively. 
So more and more companies and government officials 

have concluded that the Common Market will indeed be 
formed on time. As a result, more and more American 
businesses, even those with a very small proportion of 
foreign trade, are beginning to realize that the world as 
they now know it will not be the same again. 

It is true that the agreements reached thus far constitute 
the easier part of the task. There are now particularly 
difficult negotiations over the proposal for one European 
currency unit and, as part of that, a single central bank for 
the Community. Oddly enough, the original 1992 proposal 

does not require the adoption of a single currency, but 
many of the planners believe it is essential. 

Although most people now believe that on Dec. 31, 1992 
the ECM will come into existence as planned, there is still 
one major problem ahead. That is the desire of many of the 
planners and organizers in Brussels to tear down political, 
as well as economic and trade, barriers in Europe. In short, 
the more ambitious of these planners really want a new, 
single country, the United States of Europe, with a dimin- 
ished role for each of the 12 individual nations. As a result, 
they are proposing more and more ECM control over 

THAN WE THINK 
matters not originally thought of as required by the unifi- 
cation of markets and trade. 

The attempt to create a single currency is a good example, 
but there are many others, such as suggestions for unified 
taxation laws, uniform penalties for violations and other 
things that intrude on the sovereignty of the 12 nations. 

No Socialism for Her 

Mrs. Thatcher, in a famous speech at Bruges a few 
months ago, emphasized the opposition to these attempts 
to extend the ECM idea further and further into the politi- 
cal realm. In effect, she said, "We did not join the ECM to 
enable the Community to reimpose socialism in countries 
which do not wish it." 

Mrs. Thatcher and other doubters do not question the 
desirability and economic value to their countries of a 
true Common Market. They note it would have a 
population of over 322 million and that these countries 
together would have a GNP of over $4.2 trillion. (By 
comparison, the U.S., with its 241 million people, has a 
GNP of a little over $4.4 trillion.) That is obviously too 
large a market to ignore or to lose. 

Therefore, it seems safe to predict that the Common 
Market will take effect in 1992 as scheduled, that it will be 
far more of a true Common Market, but far less a sovereign 
nation than some of its most ardent supporters wish. 

The lesson to be drawn from what we know today is 
that all of our companies, whether they engage in foreign 
trade or not, will have enormous new opportunities to 
trade in Europe, and it will be far easier to deal with one 
Common Market rather than 12 separate countries with 
12 separate sets of rules for travel, trade, investment and 
the like. That, in turn, argues for a substantial American 
investment in research, planning and possibly the acqui- 
sition of European partners or branches to avoid any pos- 
sible protectionist attitudes that might develop in the 
ECM after 1992. 

American enterprise will indeed have lost a great deal of 
its initiative and skills if it is not ready in 1992 to take 
advantage of the enormous new opportunities which the 
largest single market in the world will offer to us. 
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Don't forget to ask 
the lender for security. 

Collect a bonus: 
consult the expert 

No responsible banker will fail to inves- 
tigate a borrower's credentials. But now 
many borrowers stop to look into a lender's 
background Can't a top quality borrower 
demand top quality capital for his good 
money? 

Indeed, he can. The discriminating 
debtor will look for a clear reading of what 
kind of security the lender provides. He 
doesn't have to delve into research. A look 
at a bank's client list will do the job Or 

better still: a look at the longevity of its 
client relationships will make the picture 
even clearer. Because a fruitful partnership 
of experts is fruitful both ways. And con- 
sistently 

Which speaks in favor of UBS. Switzer- 
land's leading international bank, one of 
only a few AAA banks in the world 

UBS. The bank of experts. 

UBS in the United States: Branch Offices in New York, Chicago, 
Los Angeles; Agency in Houston; Representative Office in San Francisco. 
UBS in Canada: Toronto, Montreal, Calgaiy Head Office: 
Union Bank of Switzerland, 3ahnhofstrasse 45. CH 8021 Zurich. 

Union Bank 
of Switzerland 

WM 



What's Ahead for Business 
Edited by Howard Banks 

The yield curve 
inversion is 
spreading 

The tightening 
is having its 

intended effect 

The housing sector 
is most immediately 

at risk 

THE REAL WORLD, AND THE FED'S WORLD 

THE REAL WORLD ECONOMY CONTINUES TO LOOK rather better than it 
evidently does to Federal Reserve Chairman Alan Greenspan. 

Consumer price inflation is lower than expected, consumer confidence 
remains high, family incomes are up, savings are a bit better. And the 
leading indicators say that growth will continue. 

Nevertheless, the Federal Reserve squeeze continues. The interest-rate 
inversion that has characteristically preceded most recessions is 
spreading. In late March, three-month Treasury bill rates exceeded 
9.4%, higher than the yield on ten-year Treasurys. 

The Fed is cinching down money supply as well. Growth of the M2 
measure of money supply has been much slower since June of last year 
and in real (inflation-adjusted) terms has actually been declining. Real 
M2 in February—and probably March, too—was below that of the 
same month last year. 

(M2, which includes individuals' money-market deposits and money- 
market mutual funds, in addition to the currency and conventional 
bank deposits counted in Ml, correlates closely with real GNP growth.) 

SIGNS ABOUND THAT THE FED'S TIGHT POLICIES are having their intend- 
ed effect and slowing down the economy. 

Capital goods orders are weakening. New export orders are harder to 
get, partly because the Fed's policies have buoyed the dollar a little. 
And with what aim in mind? Chairman Greenspan says he wants to 
get to a Utopian "zero inflation" in an unspecified number of years. 

"That's absurd," says Du Pont economist Richard Stuckey. "How do 
we get there? This year's inflation will be 5%, maybe 6% if oil rises 
much. A recession would cut that to only 3% or so. And for what, 
against all the firings it would cause?" 

HOUSING IS MOST IMMEDIATELY AT RISK FROM RISING interest rates. But 
be cautious about news stories that attribute "sharp" drops in sales to 
buyers' being "pushed out of the market." 

Yes, sales of existing homes dropped a bit in January and February, but 
from a high 3.9 million annual rate in December, when the total was 
swelled by dumping of repossessed homes by broke S&LS. 

Sales of existing homes (3.6 million) in 1988 were the highest since 
1978, and sales of new single-family homes (677,000) were higher than 
all but three of the previous ten years. Moreover, the decline since tax 
reform in building and renting multifamily units appears to have 
bottomed. 

Caution about future trends is, however, justified. There is a glut of 
securities based on adjustable-rate mortgages, and they are selling 
poorly at recent discounts. So, expect lenders to raise the recent 9% or 
so charged for ARMS (taken by nearly 60% of home buyers in February). 
Then expect conventional fixed mortgages to rise in step. That will 
take its toll on future sales. 
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The Forbes Index 

i 
Economic signals turn yellow. The Consumer Price Index, 
up 0.5% in January, edged up 0.4% in February. But the 
wholesale price index jumped an alarming 1% in both 
months. Short-term interest rates are now at their highest 
level in four years. The unemployment rate dropped 0.3% 
in February, but initial claims for unemployment benefits 

rose 5.4%. New housing starts in February were 2.8% 
lower than they were a year ago. 

The final figure for last year's gross national product is 
$4,033 billion in 1982 dollars. In the fourth quarter of 
1988 the gross national product expanded at an annual 
rate of 2.4%, against 6.1% in the fourth quarter of 1987. " 

The Forbes Index Components 
The Forbes Index is a measure of US economic activity 
composed ol eight equally weighted elements Total in- 
dustrial production, new claims for unemployment com- 
pensation, the cost ol services relative to ail consumer 
prices, the level ot new orders for durable goods com- 
pared with manufacturers' inventories, total retail sales, 
new housing starts, personal income, total consumer 
installment credit 

To measure these eight elements, FORBES momtois ten 
scries of US government data The last 14 months' data 
for each series .ire presented at right 

160 200 

Industrial produnion index (1967 =  100) 

140                         Services        ^^^^^___ 150                       f          ^    "*" .. 

1201  
Total Index ioo   ^                                     ^*/'^S| 

Consumer price indexes 11982-1984 average - 101 
all urban consumers, unadiusted |Uept of Labor! 

)|      New housing starts [thousands! 
pnvately owned, unadiusted (Dept. of Commerce) 

Manufacturers' new orders and inventories 
iShillionsI seasonally adjusted (Dept of Commcrcel 

Personal income iJbillions) wage and salary dis- 
bursements, seasonally adjusted (Dept. of Commerce) 
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TOYOTA SUPRA TURBO 

5UPRATURBO. 
BECAUSE WALL STREET 
ISN'T THE 
ONLY STREET 

If you're looking for ultimate performance in an 
nvestment vehicle, the 1989 Toyota Supra Turbo 
>ays off big. With a 24-valve, 232-hp turbocharged 
engine, it offers superior stock performance. And 
/ou retain control with fully independent dou- 
jle wishbone suspension and optional Anti- 
ock Brake System (A.B.S.). Supra Turbo: your 
successful bid to own the street. Any street. 

A 36-month/36,000-mile basic new vehicle 
imited warranty with no deductible and no 
ransfer fee applies to all components other 
:han normal wear and maintenance items. 

Call 1-800-GOTOYOTA for more informa- 
Jon and the location of your nearest dealer. 
[Jet More From Life...Buckle Up! 

TOYOTA QUALITY 
WHO COULD ASK FOR ANYTHING MORE! 

»w« 

MARYLAND 

IDAHO 

1988 Toyota Motor Sales. USA..I-- 
2HK., 
ML 
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iuitieme Commanding dial with date m 18K gold. Perpetual Calendar: Day. date, month and moon phase in 18K gold. 

THE CEO COLLECTION. Today, oniy 
Audemars Piguet offers a select grouping of watches uniquely 
styled for those who shoulder the immense responsibilities 
of The Chief Executive Officer. 

You are an exclusive few. So are we. 
Since 1875, Audemars Piguet has built a reputation for 

exclusivity; throughout the world, we are recognized for taste, 
understated elegance, and being Swiss, a relentless quest for 



rHE CHIEF. 

Royal Oak: Ultra-thin movement with date in 18K gold. 

M 
perfection.   Our deliberate exclusiveness 
is best reflected in the limited number 
of watches we choose to create; 
from classic straps to the legendary 
Royal Oak to our most sophisticated timepieces. 

You'll find them all in The CEO Collection. 
Because like you, Audemars Piguet is at the top. 

MemarcPlgiiet 

Found only at the most exclusive jewelers. 

1989 For your copy of The CEO Collection, write or call Audemars Piguet, 18 East 48th Street, NYC 10017 (212) 223.0099 



Forbes 

A rather nasty Marxist dictatorship has become the latest partner 
of many of the world's drug dealers. Other Marxist regimes are 
looking for a piece of the same action. 

The Bulgarian connection 

By Peter Fuhrman 

IN NOVEMBER 1986, an alert Pan 
American Airlines employee at 
Los Angeles airport grew suspi- 

cious about three pieces of luggage 
tagged for Zurich. The luggage ex- 
ceeded the baggage allowance. Its 
owner grew agitated but agreed to pay 
an excess baggage charge. Then the 
Pan Am check-in clerk saw the pas- 
senger buying a ticket for a different 

flight on KLM. She called the Los An- 
geles police, who retrieved the suit- 
cases from baggage handling. A 
bomb? No, money, thousands and 
thousands of greenbacks, more than 
$2 million in small denominations. 

The FBI and the Drug Enforcement 
Administration tracked the currency 
to Colombian cocaine traffickers. The 
South Americans were sending it out 
to be laundered. The laundry was in 
Zurich, Switzerland. The launderers 

were two Lebanese Armenian money 
changers working out of Zurich's 
Nova Park Hotel: brothers Barkev and 
Jean Magharian. 

But the trail did not stop there. The 
Magharians, Swiss and American in- 
vestigators soon discovered, did busi- 
ness with Credit Suisse, Switzerland's 
third-largest bank. And they had an 
interesting partner: the government 
of Bulgaria. 

Most Americans would have trou- 
Stanford Kav Paragraphics 
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ble finding Bulgaria on the map, but 
this obscure Balkan country of 9 mil- 
lion inhabitants, run by a particularly 
brutal and inefficient Marxist govern- 
ment, has its own claim to fame. A 
Bulgarian state-owned company runs 
a giant money laundry. In go illegal 
U.S. dollars and German deutsche 
marks earned in the drug trade; out 
comes shiny, anonymous Swiss gold. 

The Bulgarians first got involved in 
the laundering of criminal money 
more than two decades ago, taking in 
Turkish currency earned from the 
sale of cigarettes and watches smug- 
gled into Turkey. By 1988, 
according to estimates by 
both the Swiss govern- 
ment and Swiss money 
dealers, more than $2 bil- 
lion a year was being laun- 
dered in Bulgaria. For 
their banking services, the 
Bulgarians earn as much 
as $10 million in hard cur- 
rency each year. This 
makes the money laun- 
dering business one of the 
few profitable hard-cur- 
rency earners for Bulgar- 
ia's broken-down Marxist 
economy. 

Turkey is still the source 
of the currency laundered 
in Bulgaria. Thanks to the 
Turkish government's re- 
cent antidrug policies, 
very little illicit opium is 
now produced in Turkey. 
But the country is still a 
vital refining and distribu- 
tion link, and drug dealers 
based in Istanbul still con- 
trol most of the heroin traffic linking 
the opium growers in Iran and Afghani- 
stan with the addicts of Western Eu- 
rope and the U.S. 

Western European and U.S. authori- 
ties have made money laundering in 
their own countries much more diffi- 
cult over the last few years, so a large 
portion of the cash proceeds from the 
trade returns to Turkey. Depositing 
this cash in Turkish banks would in- 
vite confiscation by Turkish police, 
who have the power to seize profits 
from the drug trade. With the active 
participation of the Bulgarian govern- 
ment, a more secure way to turn drug 
money into clean coin has developed. 

The incoming drug money is depos- 
ited first at jewelry shops in Istanbul's 
covered bazaars. The jewelry shops 
operate as a parallel banking system 
in Turkey, accepting illegally ob- 
tained foreign currency and exchang- 
ing it for gold. (In the U.S., too, au- 
thorities say some jewelers are active 
in the drug money laundering trade. 

See box, p. 43.) 
From Istanbul, the bank notes are 

smuggled to the Turkish border with 
Bulgaria. Even assuming that the 
Turkish border guards are not corrupt, 
catching the smugglers would be diffi- 
cult: More than 400,000 vehicles a 
year cross the Turkish-Bulgarian bor- 
der at the Kapitan Andreevo border 
crossing. Into this traffic meld the in- 
termediaries who smuggle the cash 
into Bulgaria and, a few days later, the 
gold back into Turkey. 

According to U.S. DEA sources, one 
of these intermediaries is Sarkis Za- 

Parridc McDonell 
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karyn. Based in Bulgaria, he operates a 
tour bus company that takes passen- 
gers daily from Istanbul to the Bulgar- 
ian capital of Sofia. The buses are fit- 
ted with traps underneath the cabin 
for smuggling out the bank notes. 

Once safe in Sofia, the currency is 
sorted and counted by three non-Bul- 
garian intermediaries who live in So- 
fia. In addition to tour-bus owner Za- 
karyn, they are Zeki Macit and Hakki 
Delicay. Delicay, according to U.S. 
DEA officials, has been active in nar- 
cotics trafficking for more than a de- 
cade. The Bulgarian government 
charges the intermediaries between 
$1 and $3 on every $1,000 of Western 
currency that is brought into Bulgaria. 

Next stop: Zurich. In Sofia, the cur- 
rency is prepared by the intermediar- 
ies for shipment to Zurich on regular- 
ly scheduled flights by Swissair and 
Balkan Air, the Bulgarian national 
carrier. Loaded into ordinary carry-on 
hand luggage, the money is carried by 
middle-aged men of Lebanese origin 

holding Syrian and Lebanese pass- 
ports who reside in Sofia. The couriers 
are taken to Sofia Airport by Bulgarian 
officials and escorted to the planes 
without passing through Bulgarian 
customs or immigration control. 

Four times each business week, 
flights leave for Zurich from the small 
Sofia Airport. On each plane, as many 
as five couriers carry the dirty deutsche 
marks, lire, guilders and dollars to the 
cleaners. Swiss federal investigators 
allege that the Lebanese couriers per- 
form low-level espionage work for the 
Bulgarians while in Switzerland. 

Once the flights land in 
Zurich, a new organiza- 
tion takes over. The bank 
notes are destined for the 
accounts of a half-dozen 
wholesale money chang- 
ers, who operate on behalf 
of their clients back in 
Turkey. Like the Maghar- 
ian brothers, these traders 
are mainly of Middle East- 
ern descent and reside in 
Zurich. 

When the couriers ar- 
rive at Zurich Airport, 
they take the currency di- 
rectly to Swiss bank 
branches just outside the 
arrival hall. The cash is 
credited to the money 
dealers' accounts. The 
money dealers then in- 
struct the banks to con- 
vert the various curren- 
cies into dollars, and with 
the dollars buy gold. Why 
gold? Because it is fungi- 
ble, and because it is the 

preferred store of value for many in 
Asia Minor. 

Two days after the couriers' arrival 
in Zurich, the bank note deposits 
have cleared, and the gold is ready for 
shipment to Bulgaria. Along with gold 
bullion for other customers around 
the world, the Bulgaria-bound ingots 
are sent by armored car to Zurich Air- 
port. There they are handed over to 
the couriers, who then board return 
flights to Sofia. In his carry-on lug- 
gage, each courier generally carries 
between 10 and 20 kilos of gold. Ship- 
ments reach as high as 400 kilos per 
courier, with the gold being loaded by 
hand truck onto the plane. 

Once the flights land in Sofia, the 
work of the couriers is over. The 
planes are met on the tarmac by Bul- 
garian officials who unload the gold. 
The ingots are then trucked 7 miles to 
the headquarters of a Bulgarian state 
trading company, whose offices are on 
the southern outskirts of the city. The 
company is known to some by the 
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Kintex headquarters (right) on Sofia's Anton Hanoi Boulevard 
A shadowy affiliate named Globus, say investigators, launders billions. 

nickname "Die Firma"—German for 
"the firm." Those with a closer 
knowledge of the Bulgarian operation 
have told Swiss investigators that Die 
Firma changes its company name peri- 
odically and is currently operating in 
Sofia under the name of Globus. 

Globus, according to evidence giv- 
en to Swiss authorities, has separate 
branches for trafficking in arms and 
drugs. Globus is believed by U.S. and 
Swiss officials to be a subsidiary of a 
Bulgarian state import-export compa- 
ny named Kintex. In the past Kintex 
has been linked by the U.S. 
State Department to narcotics 
trafficking. 

Does Todor Zhivkov, the 
77-year-old Bulgarian Com- 
munist Party chief who has 
ruled the country for 34 years, 
have knowledge of the money 
laundering operation? Almost 
certainly. "Not one suitcase of 
gold or dollars can move 
through Bulgaria without the 
direct involvement of the Bul- 
garian government," says Mo- 
hamed Shakarchi, one of the 
Zurich money dealers who has 
been shipping gold to Sofia for 
more than 15 years. 

When it arrives at Globus, 
the gold is unpacked and 

bed. For this service, the 
Bulgarians charge $60 for every 
kilo of gold that thev move. 
This fee plus the $1 to $.< per 
$1,000 ( n the smug- 
gled bajii 'nana 
most of tl tin 
yearly launden i 

Hand this to the BL. 
Their   fees   are   modi 

their service impeccable. "In all my 
dealings with the Bulgarians, not a 
single gram of gold or a single deut- 
sche mark ever disappeared," says 
Shakarchi, the Zurich money dealer. 

Now the laundered money—in the 
form of gold—is ready for the final leg of 
its return trip to Turkey. At Globus' 
offices, the gold is loaded back onto 
trucks and buses. Bulgarian officials 
make certain that the vehicles pass 
through Bulgarian customs without 
inspection. On the Turkish side, things 
are more difficult. But there is only so 

Todor Zhivkov, Bulgaria's bead of state 
Desperate for hard currency. 

much the government in Ankara can 
do to police the 100-mile border with 
Bulgaria, and it would be too much to 
expect incorruptibility from poorly 
paid Turkish customs officials. 

The extent of the corruption is sug- 
gested by the following figures: In 
1988 the Turkish government confis- 
cated 150 kilos—about one-sixth of a 
ton—of smuggled gold. Yet, according 
to documents compiled by Swiss in- 
vestigators, between 60 and 80 tons of 
gold—worth up to $1.1 billion—was 
smuggled from Bulgaria into Turkey 
last year. The Swiss reckon the actual 
total is higher, with some gold ship- 
ments to Sofia camouflaged by false 
declarations at Swiss customs. In oth- 
er words, well under 1% of the gold is 
lost by the smugglers. 

Once their gold reaches Istanbul's 
jewelry bazaars, the drug merchants 
can claim their profits and replenish 
their working capital. Another por- 
tion of the dealers' gold will work its 
way eastward, as payments and ad- 
vances to the opium growers in Iran 
and Afghanistan. 

Note: Without Swiss participation, 
the whole circuit would close down. 
It may soon do so. Swiss federal prose- 
cutors are looking into Credit Suisse's 
role in the Magharian brothers' mon- 
ey laundering activities. (The Maghar- 
ians also kept accounts with Union 
Bank of Switzerland, but the volume 
of their business at UBS was substan- 
tially lower than at Credit Suisse.) 

According to both U.S. and Swiss 
federal investigators, senior 
Credit Suisse bankers have ac- 
cepted lavish gifts from the 
Magharians, including, in one 
instance, an all-expenses-paid 
vacation to Greece. According 
to the same sources, a Credit 
Suisse bank officer had power 
of attorney over a Magharian 
account that used profits from 
money laundering to speculate 
in stock and foreign exchange 
options. Curious, if not illegal. 

Both U.S. and Swiss prose- 
cutors hold copies of letters 
sent on Credit Suisse statio- 
nery by three of the bank's of- 
ficers to the Swiss Embassy in 
Sofia. These letters were used 
to secure Swiss visas for the 
Lebanese couriers in Bulgaria. 
U.S. officials also charge that 
Credit Suisse personnel have 
met couriers from Sofia inside 
Zurich Airport's baggage 
claim area and escorted them 
through Swiss customs. 

Credit Suisse's own internal 
auditors were troubled by the 
massive     volumes     moving 

. 
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through the Magharians' accounts. In 
1986 the auditors warned the bank 
that the Magharians were likely in- 
volved, at the very least, in illegal 
capital flight from Bulgaria or Turkey. 
Swiss banks are prohibited from pro- 
viding banking services to Swiss com- 
panies that aid in the illegal export of 
capital from countries with exchange 
controls. To sidestep these regula- 
tions, Credit Suisse bankers allegedly 
counseled the Magharians in 1986 to 
establish a shell company registered 
outside Switzerland. The Magharians 
did, choosing to incorporate in Beirut 
in January 1987. 

In the course of a long interview at 
Credit Suisse's Zurich headquarters, 
President Robert Jeker denies his 
bank has violated either the letter or 
the spirit of banking law. "These 
charges are an attempt to damage the 

creditworthiness and good name of 
Credit Suisse," says Jeker. "Credit 
Suisse wants nothing to do with crim- 
inals—it brings us no advantage. We 
had no idea Bulgaria was involved in 
laundering criminal money." 

Now that the evidence is surfacing 
about Bulgarian laundering, is the 
bank prepared to stop the business? 
Not entirely. Jeker confirms that 
Credit Suisse is still doing business 
with one money dealer operating on 
the Istanbul-Sofia-Zurich circuit. 
"We are carrying out our own investi- 
gation. It takes us longer than you 
might believe to come to the conclu- 
sion that we might be doing business 
with some black money," says Jeker. 

At any rate, the Swiss authorities 
are closing in. In February 1987 police 
made the largest drug bust in Swiss 
history when they seized 100 kilos of 

heroin and morphine—street value: 
$4.8 million—in Bellinzona, in the 
Swiss canton of Ticino. According to 
Swiss police, the drugs belonged to a 
Turkish Kurd, Haci Mirza, whose 
money trail they traced to the broth- 
ers Magharian. 

Last July Swiss police arrested the 
brothers at their office at Zurich's 
Nova Park Hotel. They are being held 
under detention without charge in Ti- 
cino. They are scheduled to go before 
a Swiss magistrate in mid-April. 

In the U.S., too, the legal wheels are 
turning. When the authorities opened 
those suitcases at Los Angeles Interna- 
tional Airport in 1986, the U.S. Justice 
Department—for whom money laun- 
dering is a serious crime—was able to 
claim jurisdiction over part of the 
Magharian case. Gordon Greenberg, a 
senior prosecuting attorney in the U.S. 

Drugs for gold 

In late February the U.S. Justice Department brought 
indictments against 33 defendants accused of oper- 

ating the largest money laundering ring ever exposed in 
the U.S. The ring was centered at the Los Angeles 
offices of two wholesale jewelry companies, Andonian 
Brothers Manufacturing Co. and Ropex Corp. 

The U.S. investigation grew in part out of the search 
at Los Angeles Interna- 
tional Airport of three 
suitcases bound for Zu- 
rich. According to the fed- 
eral indictments, Colom- 
bian cocaine dealers 
would hand over cartons 
of banknotes at jewelry 
shops in New York and 
Houston. The cartons, 
sealed with duct tape, 
were taken by Loomis and 
Brinks armored cars to the 
Andonian and Ropex of- 
fices in Los Angeles' jew- 
elry district. The cash was 
then deposited in banks 
throughout the area. 

Once deposited, the 
money would be wired to 
bank accounts belonging 
to Ronel Refining Inc., a 
gold refiner headquartered 
in Hollywood, Fla. Ronel 
is a subsidiary of Loren In- 
dustries, whose shares 
trade over-the-counter. 
Ronel's president was 
among those indicted in 
February. From Ronel's 
accounts, the indictments 
continue, the money was 
wired on to Lectra S.A., a 

Andonian Brothers Manufacturing's LA. base 
A flurry of indictments. 

money changer in Montevideo, Uruguay. A nice cover: 
The money transferred to Uruguay was disguised as 
payments for gold mined in South America. 

From Montevideo, the federal indictment goes on, 
the money was transferred to accounts of major co- 
caine traffickers residing in Colombia. The Los Ange- 
les jewelers and Ronel also traded gold futures back and 

Kim VCTiorviroodfin camp forth to create the appear- 
ance that the transconti- 
nental movement of 
banknotes was in pay- 
ment for gold sales, say 
the cops. 

Investigators in Los An- 
geles, Switzerland and 
Turkey are now looking 
for links between the jew- 
elers named in the indict- 
ments and associates in 
Istanbul and Zurich. All 
the U.S. defendants have 
filed pleas of not guilty. 

In a separate Justice De- 
partment action, Zurich's 
Magharian brothers were 
indicted in Los Angeles 
for laundering $3.3 mil- 
lion in U.S. cocaine prof- 
its through accounts at 
Credit Suisse. If the con- 
tinuing U.S. investigation 
leads to an indictment, 
Credit Suisse, with over 
$2 billion in assets in the 
U.S., would be the first 
Swiss bank charged with 
corporate liability for the 
laundering of proceeds 
from U.S. narcotics traf- 
ficking.— P.F. 
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Attorney's office in Los Angeles, tells 
FORBES that building a criminal money 
laundering case against Credit Suisse is 
now receiving "top priority." 

What happens if the Bulgarian con- 
nection is closed off? Swiss and Amer- 
ican investigators say that another 
Marxist country with a collapsed 
economy,  Nicolae  Ceau§escu's Ru- 

mania, is trying to get into the money 
laundering business. The Rumanians, 
facing their own acute shortage of 
hard currency, are quoting fees sub- 
stantially higher than those levied by 
the Bulgarians. The Rumanians, how- 
ever, are offering seaborne smuggling 
to Turkey. This could prove useful if 
the Turks start policing their Bulgari- 

an border more closely. 
But don't count the Bulgarians out. 

According to some Swiss money deal- 
ers, Bulgaria would like to ease out the 
Swiss and begin selling gold in Sofia 
directly to the drug dealers and their 
agents. Whence would come the gold? 
From Bulgaria's biggest ally and a ma- 
jor gold producer: the Soviet Union. ■ 

The Chicago Mercantile Exchange is about 
to go all-electronic after-hours. Futures ex- 
changes in Tokyo, London and Paris are 
moving in the same direction. Why are the 
Big Board and Nasdaq fighting the future? 

The man behind 
the curtain 

By Richard L. Stern 
with William Heuslein 

OST ANY WALL STREET trader 
will tell you—in excruciat- 
ing detail, no doubt—that 

the trading game today is strictly high 
tech: grappling with increasingly in- 
terwoven global securities markets, 
understanding the intricacies of com- 
puterized trading strategies, and, fi- 
nally, harnessing the speed-of-light 
electronics that make it possible to 
craft and conclude deals across conti- 
nents and time zones. 

Yet how is the New York Stock 
Exchange responding to this assault of 
technology that is changing the 
ground rules almost daily? By pre- 
tending it isn't happening. 

Sure, computer screens flash and 
blink from the floor of the Big Board 
and in the high-pressure trading 
rooms of every major firm, and trad- 
ing orders hit the specialists' books 
electronically these days. Yet the spe- 
cialists still take it from there, either 
shuffling paper, much the way they 
have for years, or hitting a computer 
button. Either way, the flow of trans- 
actions narrows to a very tight funnel 
at the specialists' stations. 

Yes, the existing stock and com- 
modity exchanges are loaded with 
computers. But they are simply super- 
imposed on the exchanges. Most or- 
ders below 100,000 shares go to spe- 

cialists' posts electronically, through 
the stock exchange's so-called Super- 
Dot computer system. But the spe- 
cialist remains in the middle, the traf- 
fic cop between buyers and sellers. 

New York exchange Chairman 
John Phelan has been announcing 
newer, large-volume computer pipe- 
lines to trade, for example, the entire 
basket of stocks underlying the s&p 
500 Index. But again, the pipeline 
empties into the specialists' posts. 

The over-the-counter market sys- 

tem, Nasdaq, claims to be a computer 
trading system. It is not. Nasdaq com- 
puters are little more than electronic 
billboards; the terminals advertise 
prices, the bids and asks. They do not 
complete the transactions. For all but 
about 10% of trades, marketmakers 
check their terminals and pick up a 
telephone to trade among themselves. 
Nasdaq's so-called computerized trad- 
ing as well as the electronics on the 
Big Board are like the wizard in the 
land of Oz who shouts at Dorothy, 
"Pay no attention to that man behind 
the curtain." 

To switch metaphors, it is as if mail 
were still being carried across the con- 
tinent by Pony Express, with the new- 
fangled telegraph lines being used 
merely to flash the arrival and depar- 
ture of riders from station to station. 

Meanwhile, in other markets and in 
other places, there is real change. On a 
still-to-be-determined day next fall, 
for example, at 6 p.m. Central Stan- 
dard Time, with its trading floors qui- 
et and dark, the Chicago Mercantile 
Exchange and Reuters, the giant Brit- 
ish information company, will boot 
up their jointly owned electronic trad- 
ing system called Globex. 

Globex is a modern, computerized 
global exchange that initially will 
trade the Merc's most international 

Vea York stock Exchange Chairman John Phelan 
The newer computers still lead to humans. 

Jacques Lowe^C'ixxifin Gimp 

44 FORBES, APRIL 17, 1989 



Catherine Gibboiu 

Computer-trading advocates Junius Peake (standing) and Morris Mendelson 
What's wrong with fairer, cheaper, faster? 

wares (six currency futures and one 
Eurodollar interest-rate future). Trad- 
ers in member banks and brokerage 
offices around the world will buy and 
sell contracts simply by typing prices 
and quantities into interactive Reu- 
ters terminals and hitting a button. A 
mainframe will instantly match the 
orders, first in, first out—the whole 
thing without human intervention 
once orders are punched in. 

Globex, at least at first, will run 
only when the Merc floor is closed, 
between 6 p.m. and 6 a.m. CST. During 
the day, the exchange pits will contin- 
ue to roar with traders screaming or- 
ders from around the world in their 
own curious 100-year-old tradition. 

But if Globex is the success its 
sponsors are counting on, it will sure- 
ly mark the beginning of the end for 
the Merc floor and its raucous trading 
rings and occasional fistfights. 

Globex could well be the kiss of 
death for exchange floors in general. 

Exchanges around the world have 
seen the future. And they are grabbing 
pieces of it. Later this year, a comput- 
erized Tokyo Financial Futures Ex- 
change will be up and running. Its 
currency contract will be competitive 
with the Merc. The Tokyo Stock Ex- 
change already trades electronically 
all but 150 of its largest stocks. Tokyo 
will soon trade a U.S. Treasury bond 

future—electronically, of course. 
With that T bond future, the Tokyo 

market is openly challenging one of 
the most active trading rings at the 
Chicago Board of Trade, the Merc's 
sister exchange. No wonder, then, 
that the Board of Trade, which at first 
fought ferociously against Globex ap- 
proval in Washington, now has un- 
veiled its own after-hours computer- 
ized exchange system. 

In Britain, the London International 
Financial Futures Exchange is also go- 
ing the computer route, off hours, us- 
ing a system set up by Telerate, an 
American competitor of Reuters. 

The fully electronic market dares 
not show its face quite yet at the door 
of the major U.S. securities exchanges 
during working hours. Powerful vest- 
ed economic interests oppose it—the 
thousands of traders and specialists 
who earn their livings by keeping the 
cluttered exchange floors humming. 

But this kind of opposition—like 
any form of Luddite resistance to 
change—is doomed. 

Where once institutions traded 
only large blocks of stocks, such giant 
institutional investors as the $30 bil- 
lion College Retirement Equities 
Fund now trade entire portfolios. So- 
phisticated options and futures hedge 
strategies—index arbitrage, for in- 
stance—cannot  be  done without a 

computer. The index arbs must si- 
multaneously execute trades in giant 
baskets of stock futures and the 
stocks that lie behind those futures, 
impossible without electronics. 

Longtime advocates of computer- 
ized trading, like consultant Junius 
Peake and his coauthor Morris Men- 
delson, a Wharton School finance pro- 
fessor, insist that computerized ex- 
changes built properly can be fairer to 
investors, cheaper for the brokerage 
houses and faster for everyone. 

The commodities exchanges, how- 
ever, have insisted that their market- 
makers, human beings who can weigh 
the volume and prices of trades, create 
fairer prices. But the trading scandals 
wracking the Merc and the Chicago 
Board of Trade show how weak that 
argument is. The NYSE, for its part, 
also argued that its specialists ensure 
that orderly trading continues even 
when the market panics. But then 
came Oct. 19 and 20, 1987, and the 
argument was no longer tenable. 

Trading restrictions at the Big 
Board have in some cases become so 
unwieldy, they have driven business 
to other places, like London. On the 
New York exchange, for example, 
blocks of stocks must be traded indi- 
vidually, so that a Morgan or a Gold- 
man has to break up portfolios instead 
of handling them as a package, as a 
computerized trading system can do. 

With orders so large as to strain the 
capital of most specialists, the bigger 
Wall Street firms for years have been 
finding buyers and sellers for big 
blocks of stock, as well as using their 
own capital to keep markets liquid 
and prices tight. But they still must go 
to floor specialists to complete the 
transaction. The Big Board says the 
specialist system ensures that the 
public, with its smaller orders, is in- 
cluded at the same prices. But the 
small investor is trading a smaller per- 
centage of the shares—and a comput- 
er could achieve the same result. 

Globex initially will trade only its 
most internationally oriented futures, 
but it could soon start trading the s&p 
500 Index, 24 hours a day. Which 
means there would almost certainly 
soon be a demand for 24-hour trading 
of the underlying stocks as well. Only 
a few weeks ago, in fact, Reuters an- 
nounced plans to create an electronic 
system that will trade options and 
their underlying stocks around the 
clock within a few years. 

By the year 2000 there's a good 
chance that the present floor of the 
New York exchange will be turned 
into a museum, where computer-age 
tourists can see how cumbersome 
things used to be. ■ 
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Sure, a quartz watch keeps better time, but 
collector mania and snob value have the 
Patek Philippe ateliers busy turning out 
$5,000-and-up versions of the old-fash- 
ioned mechanical timepiece. 

La mystique 
Philippe 

By John Marcom Jr. 

ROCKET SCIENTISTS worry about 
thrust. Auto engineers worry 
labout horsepower. Master 

watchmakers worry about what they 
call complications. A complication is 
another timekeeping mechanism that 
has to mesh, literally, with the basic 
works that track the hours, minutes 
and seconds. A calendar that tracks 
the days of the week, for instance, is a 
complication. 

Patek Philippe S.A. just completed 
a massive watch with 33 complica- 
tions. The Calibre 89 tracks the day, 
the month, the sun, the moon and the 
stars. It sounds tiny chimes and even 
indicates the date of Eas- 
ter, something no watch- 
maker ever figured out 
how to do before. It took 
nine years to construct 
the timepiece, which is 
claimed to be the most 
complicated portable 
timepiece ever made. Pa- 
tek has made just one of 
these watches, though it 
plans to make three more 
using different finishes. 

If you have to ask how 
much such perfection 
costs, you can't afford it. 
Auctioneers Habsburg, 
Feldman S.A. will sell the 
watch in Geneva on Apr. 
9, after a round-the-world 
preview tour. Habsburg 
reckons the timepiece 
could fetch upwards of $6 
million. And why not? 
Last year Patek Philippe 
itself bought back a fa- 
mously complicated 
pocket watch it made in 
the 1920s for auto mag- 

nate James Packard. It was designed to 
show the phases of the moon as seen 
from Packard's hometown of Warren, 
Ohio. Patek paid about $1.25 million 
to get the watch back. But the new 
one is more complicated. 

The watch may be complex, but the 
strategy of its maker is simple. The 
prestige and publicity of such one-of- 
a-kind artifacts cast glitter on the 
company's whole line. For Patek Phi- 
lippe, building fancy mechanical 
watches is a little like building For- 
mula One racing cars is for a car com- 
pany: an indulgence that polishes the 
reputation and gives employees and 
retailers a point of pride. 

If you want timekeeping accurate 

I'liteh Philippe's Geneva workroom, overlooking the lake 
Despite the pay and conditions, a dearth of watchmakers 

to a few seconds a month, a $12.50 
quartz watch from the Far East will do 
fine. But Patek and a few other Swiss 
firms are selling adornment and pride 
of possession (FORBES, Dec. 14, 1987). 

While others make watches by the 
hundreds of thousands in sleekly effi- 
cient factories, Patek Philippe makes 
watches pretty much the way it al- 
ways has. Every watch is assembled 
by hand in an airy workshop over- 
looking Lake Geneva, five floors 
above the company's main shop. 

In the booming collectors' market 
no make commands quite the same 
respect as Patek—although Audemars 
Piguet and Vacheron Constantin are 
close competitors, and Rolex has a 
wide following. In the last year buyers 
have bid prices for "complicated" ex- 
amples of Patek's men's wristwatches 
well over the $100,000 level. Even an 
ordinary 20-to-30-year-old Patek 
wristwatch fetches $2,000 and up 
from dealers in old timepieces. The 
record, which could topple at the Ge- 
neva auction this month, is $242,000 
for a 1936 Patek wristwatch Sotheby's 
sold last October in New York. 

Patek Philippe's brand awareness 
began building in 1839, when it was 
founded by Antoine Norbert de Patek, 
a Polish exile. He was joined a few 
years later by Adrien Philippe, a bril- 
liant young French watchmaker. Phi- 
lippe invented the crown mechanism 
to replace the winding key, and recog- 
nition came quickly. Tiffany &. Co. 
signed on as a customer in 1849. 

The company archive 
records the movement 
number, sale date and re- 
tailer of every watch it 
ever made (in later years a 
handy anticounterfeiting 
tool). New customers to- 
day can send in a form and 
register themselves. 

In 1929 control of the 
company passed into the 
hands of two Swiss broth- 
ers named Stern—Charles 
and Jean—who had long 
made the dials used in Pa- 
tek watches. Charles 
Stern's son Henri passed 
control to his own son, 
Philippe, who joined the 
company in 1966 and 
gradually assumed day-to- 
day responsibility for the 
business. 

The Stern brothers kept 
the company's focus re- 
markably consistent. Pa- 
tek never went in for mass 
production, as did many 
Swiss companies  in  the 
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boom in wristwatches in the first part 
of this century. Distribution has al- 
ways been carefully controlled, mak- 
ing it difficult to find a Patek Philippe 
in a discount house. In an average year 
the company makes 12,000 to 13,000 
watches, generating something more 
than $70 million in revenues. 

Patek has subtly positioned its 
product. The newly rich who wants to 
display lots of gold on his or her wrist 
will probably look elsewhere. Patek 
seeks a more refined snobbism. The 
classic Patek is a simple, round watch 
on a leather strap, a basic design that 
has varied little since its 1932 intro- 
duction. Don't be fooled by the sim- 
plicity: Depending on the movement 
type, it retails for well over $5,000 in 
the U.S. and about 30% less in Swit- 
zerland, reflecting lower taxes and dif- 
ferences in distributor markups. 

Quartz movements? Patek does use 
them, but in less than 10% of its 
production of men's watches. The 
smaller women's models use a higher 
proportion   of   quartz   movements. 

Pierre-Olivier DeschampsMi-Contact 

Women appear to prefer quartz move- 
ments, the company says, perhaps be- 
cause they are indifferent to the me- 
chanics inside or because they prefer 
the convenience of never winding 
their watches. 

Patek's   limited   production    and 
growing  prestige   underpin   a   brisk 

Bull market 
Collectors who bought the best old watches in the last few years have 
profited handsomely. Below, four watches recently auctioned by Sothe- 
by's, with their estimated and actual auction prices. 

CiXiflCM V*lK-t>v \ 

Patek Philippe & Co., ca. 1936 
Est.: $100,000-$150,000. Act.: $242,000. 
Buyer: Anonymous, private. 

Patek Philippe, ca. 1950 
Est.: $100,000-$150,000. Act. 
Buyer: European, private. 

$198,000. 

Est.: $60,000-S70,000. Act : S$77,OO0. 
Buyer: American. 

Patek Philippe & Co., ca. 1958 
Est.: $100,000-$ 150,000. Act.:$ 176,000. 
Buyer: Japanese dealer. 

trade in secondhand wristwatches at 
auction. The upcoming Geneva auc- 
tion seems sure to mark frenzied new 
heights in Patek-mania. The hard- 
bound, full-color catalog (with a full 
Japanese text, to appeal to what ex- 
perts say is the big growth market) is a 
dazzling portfolio of Patek designs, 
square, round, oblong and otherwise. 
A 1927 gold model, with a "repeater," 
or chiming mechanism, could bring 
up to $250,000. Another 1927 model, 
designed for left-handed wearers with 
the stem and buttons on the left side 
of the watch, carries an estimate of 
more than $200,000. 

This year Patek Philippe is banging 
its drum a little more loudly than 
usual. It is making 2,000 extra units, 
in special anniversary editions. Mind- 
ful of the revival of Blancpain, Breguet 
and many other Swiss names—the 
near-moribund rival Vacheron Con- 
stantin has just been purchased by 
former Saudi oil minister Sheikh Ah- 
mad Zaki Yamani—Stern has boosted 
advertising and promotion spending. 

Don't look for Patek Philippe to 
ever get too much bigger. Stern says 
the company might continue to ex- 
pand production by 500 or 1,000 
watches a year. That's it. In a sense he 
has no choice: He notes that each year 
Swiss watchmaking institutes pro- 
duce only 10 or 15 watchmakers 
skilled enough to make a fine me- 
chanical watch. The watchmakers are 
well paid: Stern declines to discuss 
exact figures but says, "It's not a sala- 
ry problem. People don't trust the 
watch industry. They want their chil- 
dren to go into electronics." 

Line extensions to take advantage 
of the Patek mystique? No way. There 
will be no Patek Philippe perfume. 

Says Stern: "We are concentrating 
on what we know best. I don't see any 
reason to expand." An old-fashioned 
attitude? Maybe, but so far as watches 
are concerned, old seems to be in. ■ 
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After losing a skirmish to Victor Posner, 
Erwin Maddrey and Bettis Rainsford built 
one of the country's most successful textile 
companies by buying unloved assets. 

Iconoclasts 

By Remit Addis 

BETTIS RAINSFORD grew up on a 
dairy farm outside Edgefield, 
S.C., not far from where his an- 

cestors settled 200 years ago. In 1969 
he went off to Harvard. There he 
demonstrated a deeply ingrained icon- 
oclasm when he blasted World War II 
German martial music out his dormi- 

tory window at anti-Vietnam War 
demonstrators marching below. After 
Harvard (B.A., '73) and law school at 
the University of South Carolina, 
Rainsford returned to Edgefield. He 
started a nursing home, bought and 
merged some local newspapers (he still 
owns the Citizen News) and devoted 
three fruitless years to an alternative 
energy project in New Hampshire. 

Delta Woodside's Erwin Maddrey (left) and Bettis Rainsford 
"Conventional wisdom seldom winds up being very wise. 

It was not until 1982, when he was 
31, that Rainsford found the industry 
that has since consumed his attention 
and made him wealthy—textiles. 
Word was going around town that a 
local mill, Edgefield Cotton Yarns 
Inc., would be closed down, with a 
loss of 200 jobs. Rainsford, a burly 
fellow who stands 6 foot 7, decided to 
try to play white knight and buy the 
plant himself. 

Rainsford knew little about tex- 
tiles. But a few months earlier he had 
read in the Wall Street Journal that 
Erwin Maddrey, president of Riegel 
Textile Corp., another South Carolina 
company, had resigned because he 
wanted to run his own company. 
Thinking Maddrey might want to join 
him, Rainsford rang him up. In July 
1983 Maddrey and Rainsford bought 
Edgefield Cotton for $4 million, most- 
ly borrowed. 

From that deal has emerged a new 
textile company, Delta Woodside In- 
dustries Inc., that now has 37 plants 
making everything from commodity 
yarn to finished apparel. The compa- 
ny employs about 9,500 people. Last 
year Delta Woodside earned $28 mil- 
lion on revenues of $488 million. 

Best of all, in Rainsford's soft-spo- 
ken opinion, Delta Woodside has re- 
stored life to a sector of the U.S. tex- 
tile industry that most textile men 
had given up for dead. As Maddrey, 
now 48, puts it: "We thought we 
could build ourselves a new company 
out of the ashes, or the throwaways, 
as people restructured. We never 
dreamed things would go this far." 

After acquiring Edgefield Cotton, 
Rainsford and Maddrey hooked up 
with another area businessman, Buck 
Mickel, former vice chairman of Fluor 
Corp. Together they took on Miami 
financier Victor Posner for control of 
Graniteville Co., a textilemaker that 
had a mill in Edgefield. They eventu- 
ally lost to the wily felon (Posner was 
convicted last year of income tax eva- 
sion), but the fight convinced them 
there was a major opportunity in tex- 
tiles. They formed a new corporation 
called Alchem Capital Corp., after the 
alchemists of yore who tried to turn 
lead into gold, and began looking for 
other textile assets to buy. (Alchem 
changed its name to Delta Woodside 
just before it went public in 1987.) 

As other textile companies shed 
businesses, Delta Woodside bought— 
and at prices that, in retrospect, make 
the sellers look overly pessimistic. 
"Conventional wisdom," notes 
Rainsford, perhaps thinking of those 
Harvard demonstrators, "seldom 
winds up being very wise." 

In 1984 Rainsford and Maddrey paid 
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The fabric of life in China is changing. 

Part of the change will be an improve- 

ment of the quality and variety of cloth- 

ing. BP America makes the chemical 

which makes acrylic fibers. In fact, 

95% of the worldwide supply is made 

using our technology. In China, our 

process is already working in two 

plants with two more under construc- 

tion. Making the building blocks for 

plastics. And for partnerships. 
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Free to roundtrip Blue Diamond (First) Class passengers— 
a one-way overnight journey on the luxurious Blue Train. * 

Free to roundtrip Gold (Business) Class passengers—an 
exotic game-viewing safari at an exclusive game reserve ' 

Plus, en route, both classes enjoy deluxe 
hotel accommodations in Rio de Janeiro 
—absolutely free. * 

With classy free offers like 
these, and our renowned 
award-winnins service, it's 
no wonder more U.S. 
passensers fly SAA to 
South Africa than all other 
airlines combined. 

For more information, 
see your Travel Asent, 
or call 1 -800-722-9675. 
In NYC 212-826-0995. 

SOUTH AFRICAN AIRWAYS 
900 Third Avenue. New York. NY 10022 

•Passensers must oi [J must be issued in USD on a roundtrip basis 
■ en tub/ret to availability 
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$31 million for Dan River's Woodside 
Mills. Last year operating profits for 
the Woodside Mills division reached 
$12 million. 

In 1985 they paid Cannon Mills $4 
million for Maiden Knitting Mills. 
The Maiden plant has been folded 
into the Delta Apparel division, 
where its production sharply in- 
creased to 525,000 pounds of knitted 
fabric each week, half of that cut and 
sewn into T shirts on the premises. 

Delta Woodside made its biggest ac- 
quisition to date when it paid J.P. Ste- 
vens $94 million for Stevcoknit in 
1986. The entrepreneurs got a $46 
million tax-loss carryforward along 
with the division. 

In 1987 Rainsford and Maddrey 
bought Stanwood Co., a $110 million 
(sales) manufacturer of knitwear and 
men's and boys' clothing. Price: just 
$14 million, barely a dime on the 
sales dollar. 

Theirs is no slash-and-bum opera- 
tion.   After   an   acquisition,   Delta 

Maddrey and Rainsford 
could not disagree more 
with the "hollowing out" 
scenario ending with cheap 
Third World textiles and 
other goods swamping an 
impotent U.S. industry. 

Woodside rarely cuts personnel. It 
leaves the excess workers—in nearly 
all cases extra layers of manage- 
ment—with the seller. 

There is, however, usually lots of 
other waste to be cut. For example, 
Delta Woodside cut $7 million in 
overhead alone in its Stevcoknit divi- 
sion after acquiring it from J.P. Ste- 
vens. For another example, the plant 
manager in the Maiden, N.C. Delta 
Apparel facility proudly points out 
the dilapidated equipment waiting in 
the corners for delivery to its new 
owners, the bags of fabric scraps sold 
to waste dealers, and the cardboard 
shipping containers that have outlast- 
ed their estimated life of 20 uses. This 
aversion to waste has helped make 
Delta Woodside so efficient that last 
year it exported about 2% of total 
sales, including a negligible amount 
of fabric for uniforms for the South 
Korean, Salvadoran and Israeli armed 
forces. 

Maddrey and Rainsford are happy to 
take advantage of the Multi-Fiber Ar- 
rangement, which helps protect U.S. 
textile and apparel makers from for- 
eign competition. But they have de- 
clined to join trade groups that lobby 
for protection, and could not disagree 
more  profoundly with  the  gloomy 
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FREE REPORTS FROM 30 
OF THE FASTEST-GROWING 

COMPANIES IN AMERICA 
Unusual times can present unusual opportunities for selective investors. The exceptional growth 

companies listed alphabetically below want you to know more about them. Simply complete the attached 
coupon for free copies of their annual reports. Nearly every actively traded company was screened, using 
data provided by Standard & Poor's Compustat Services, Inc., to determine the top growth companies in 
America invited to appear in this listing. 

Invited companies ranged in size from a few of the giants of corporate America to emerging growth 
companies with sales of at least $3 million. All companies were screened for exceptional long-term 
sales growth, recent growth trends, size and stock price—none under $2.00 per share. 

Only 18% of all companies on Compustat's database passed these tests and were eligible to make 
this free offer of investor information. Thirty of these exceptional companies appear below. 

1. Altera Corporation 
semiconductors and development tools 

2. American Software, Inc. 
develop and market application software 

3. Anacomp, Inc. 
information processing 

4. Andover Controls Corporation 
mfg. of electronic control systems 

5. Applied Materials, Inc. 
wafer fab. equip, supplier to semiconductor ind. 

6. Carmike Cinemas, Inc. 
motion picture theatres 

7. Chambers Development Co., Inc. 
waste management and security services 

8. Conseco, Inc. 
life insurance holding company 

9. Davis Water & Waste Industries, Inc. 
mfr./dist. water/sewage treatmt./distr. eqpt. 

10. Everex Systems, Inc. 
mfr. personal computers & peripherals 

11. Excelan, Inc. 
computers local area networks 

12. First Central Financial Corporation 
property casualty insurance holding company 

13. First Republic Bancorp Inc. 
banking and mortgage lending 

u. HEALTHSOUTH Rehabilitation Corporation 
sports med., work and head'/spine rehab. 

15. IMCO Recycling Inc. 
recycles aluminum cans & their by-products 

16. INTERMEC Corporation 
manufacturer— bar code data collection 

17. Isco, Inc. 
scientific /pollution monitoring instruments 

18. Jennifer Convertibles, Inc. 
sofabed specialist 

19 JWPInc. 
technical services 

20. The MacNeal-Schwendler Corporation 
computer-aided-engineering software 

21. Market Corporation 
specialty insurance organization 

22. PC Quote, Inc. 
satellite based financial info, systems 

23. The Pioneer Group, Inc. 
investment management / mutual funds 

24. PLM International, Inc. 
transportation equipment leasing 

25. Rauch Industries, Inc. 
Christmas decorations manufacturer 

26. Raymond James Financial, Inc. 
investment services 

27. Summagraphics Corporation 
computer peripherals 

28. Transamerica Corporation 
insurance & financial services 

29. Tyco Toys, Inc. 
toy manufacturer 

30. WTD Industries, Inc. 
America's fastest-growing lumber company 

Please circle below the number assigned to each company listed on this page whose report you would like to receive. 
Your request will be forwarded to each company and information mailed promptly. Deadline for response 5/26/89. 
12 3 4 5 6 7 8 9 10 11 12 13 

16       17 18 19 20 21 22 23 24 25 26 27 28 

My primary interest in these companies is as a (circle one): 
A. Private Investor B. Stockbroker 
E Portfolio Manager F. Investment Club Member 
□ Our publicly traded company may qualify for your future ads. Please contact us regarding your next program. 

Name .       Title  

14 
29 

15 
30 

C. Securities Sales Manager 
G. Other 

D. Securities Analyst 

Company. 

City- 

Street 

State - Zip- 
Return Completed Coupon to: NATIONAL CORPORATE SERVICES, INC. • 7995 E. HAMPDEN AVE., SUITE 205 • DENVER, CO 80231 
B 1989 National Corporate Services. Inc.     National Corporate Services™ is the originator and sponsor of the Fastest-Growing Companies in America Program ™ and is not affiliated with, or 
sponsored by. Forbes or Standard & Poors Compustat Services. Inc.  
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Of course they should. It's what makes 
America work. 

From carpenters to car builders, from 
bank tellers to bricklayers, America's Work 
Force is driven by the pursuit of the American 
Dream: Owning a home. 

That's never been easy, but lately it's 
been getting tougher than ever, especially 
for younger home buyers, 25-34 years old. 
In 1978,53 percent of these households 
owned a home. Today, it's only 45 percent. 

Despite the growth of two-income 
families in America, a median-priced home 
today will absorb nearly 50% more family 
income than it did in 1968. 

So, is the American Dream becoming a 
thing of the past for the average American? 

Not if Fannie Mae can help it. We can't do 
much about home prices, but we can put 
mortgage money where it'll do the most good. 

Last year, the average mortgage we 
financed was $76,000. But nearly a quarter 
were for $40,000 or less, about what it 
takes for a household with an income of 
$19,000 to buy a home. 

We've worked hard to help keep buying 
homes affordable. But we'll have to do more 
to meet the challenges ahead. And we will. 

After opening doors for American home 
buyers for over 50 years, we're not about to 
let them close now. 

FartnieMae 
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"hollowing out" scenario that ends 
with cheap Third World textiles and 
other manufactured goods swamping 
an impotent U.S. industry. 

Even the company's video presenta- 
tion parodies the textile pessimists. 
The camera opens with a shot of a 
coffin labeled "American Textiles/' 
and follows a hearse around the ceme- 
tery—the announced demise of the 
industry, the film is saying, is greatly 
exaggerated. 

"We Americans don't recognize 
that we are very highly competitive 
manufacturers," says Rainsford, "and 
our textile industry is one of the most 
modem industries in America." 

As Delta Woodside grew, Rainsford 
and Maddrey invested in upgrading 
old equipment and buying new ma- 
chines. It also vertically integrated, 
adding several yarn and combing 
plants to reduce its dependence on 
outside suppliers and to make itself 
more immune to cycles. 

But the partners did not add corpo- 
rate bureaucrats. Besides Maddrey 
and Rainsford, Delta Woodside has 
one other corporate executive, plus a 
few administrators and a treasurer. 
When a vice president left last year, 
he was not replaced. His duties were 
farmed out among the other officers. 

This devotion to a few hands at the 
top has a corollary—maximum auton- 
omy for division heads and plant man- 
agers. "I don't know what price 
they're selling at and who they're sell- 
ing to today," says Maddrey, "but we 
know whether they are selling 
enough goods to meet the plan." 

In the stock market, Delta Wood- 
side has been something of a disap- 
pointment. The company now has 
solid earnings and a reasonable long- 
term debt-to-equity ratio of 43%. But 
after going public at $14, the shares 
now trade at 12V* on the New York 
Stock Exchange—just 8 times trailing 
earnings. The median multiple for 
textile companies is 12. The compa- 
ny's thin float probably hurts: Mad- 
drey and Rainsford own 20% of the 
18.6 million shares each, making each 
of them worth about $45 million. An- 
other company, RSI Corp., which sells 
office supplies and outdoor equip- 
ment and is controlled by Buck 
Mickel, owns another 40%. RSI'S own 
shares trade over-the-counter at lO'/i, 
around 16 times earnings, giving in- 
vestors another way to buy Delta 
Woodside's stock. Last month Delta 
Woodside and RSI announced plans to 
merge into a single public company 
later this year. 

Inevitably, Rainsfo Maddrey 
have become victims of their own 
success. By showing how profitable 

well-managed U.S. textile assets can 
be, they have raised the prices others 
are willing to pay for them. Last year, 
as Burlington Industries and J.P. Ste- 
vens were sold off in bits and pieces, 
Delta Woodside didn't even nibble be- 
cause of the high prices. So a piece 
they particularly wanted, Burling- 
ton's European operations, got away. 

Unwilling to pay what they consid- 
er to be uneconomic prices, Rainsford 
and Maddrey say they will expand 
from within. They're thinking of in- 

creasing the size of their small sewing 
plant in Costa Rica, and of selling 
specialty fabrics to Europe. 

"Our biggest challenge is making 
sure that we keep our patience," says 
Maddrey. "Some of these businesses 
are being sold at too high a price, and 
we think that's going to come back to 
haunt them. That may also open op- 
portunities for us." Going against the 
grain built this company, Maddrey is 
saying, and avoiding fads will keep it 
growing. ■ 

Want to buy a large international bank 
for book value or less? Check out Israel's 
big banks. They may soon be on the block. 

"If I were 
a rich man ... " 

By Matthew Schifrin 

AT THE RIGHT PRICE, these will be 
a great buy. They have lots of 

i assets and enormous earnings 
potential." The speaker is Shimon 
Topor, a partner at the New York- 

based investment firm Steinhardt 
Partners. Steinhardt is one of several 
sophisticated investment firms that 
are lining up for an opportunity most 
investors are yet to hear of: the com- 
ing fire sale of Israel's largest banking 
institutions. 

Hank Hapoalim's main branch in Jerusalem 
Beneath heavy loan losses, an investment opportunity? 

Brim Hendler/Piaure Group 
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[Inter at your own risk. 
It can spoil you for anyplace else. 

BERGDORF GOODMAN, NEW YORK CITY 

Accepting only one card (besides their own of course)— 
The American Express5 Card. Membership 

Has Its Privileges: 

Don't leave home without it: 



Come and get 'em 
The Israeli government wants to sell $77 billion in bank assets. Large 
loan losses will hurt 1988's results. But under the layer of bad debts lie 
some interesting investment opportunities. 

Assets 
Bank                                          ($bil) 

Book 
value 
($mil) 

Controlling 
group 

Controlling 
group's 

% equity 

% 
voting 
rights 

Bank Hapoalim                         $30.6 $967 Histadrut 0.1% 50% 

Bank Leumi                                24.4 1,079 World Zionist 
Organization 

2.0 75 

IDB Bankholding                         14.0 539 Recanati family 10.0 30 

United Mizrahi Bank                     6.6 224 World Mizrahi 
Organization 

0.003 50 

Union Bank of Israel                    1.5 70 Bank Leumi 42.0 75 

Sources: MI Holdings, Israel, banks, Israeli Banking Today, published by Jerusalem Post 

Big U.S. investors may soon be in- 
vited to take a look at some of Israel's 
best-known banks because few plau- 
sible buyers exist in Israel itself. Prep- 
aration for the auction is strong evi- 
dence that the Israeli government will 
soon begin to do what it has long 
talked about—get more major busi- 
nesses into private hands. 

The government plans to do that, 
over the next five years, by privatizing 
some 30 state-owned enterprises. In- 
cluded in the offerings will be major 
banks. The proceeds will be used to 
reduce domestic debt. 

How did the Israeli banks wind up 
in government hands in the first 
place? The story begins in October of 
1983, when a scandalous bank-or- 
chestrated runup in banking shares 
collapsed, leaving speculators with 
shattering losses. 

To avert financial disaster follow- 
ing the collapse, the government 
promised to bail out shareholders by 
redeeming their shares at superinflat- 
ed, precrash levels—well over two 
times book value. Redemption of the 
shares would take place by the issu- 
ance of some $7 billion in govern- 
ment-guaranteed notes. The govern- 
ment would then give the founders of 
the banks—entities like the Histadrut 
labor union, which controls Bank Ha- 
poalim—until 1993 to buy the shares 
back, but only at the precrash prices 
the government had paid. 

Since the shares were never worth 
anything near that, the founders have 
made it known to the authorities that 
they have absolutely no intention of 
buying them back at those highly in- 
flated levels. So the government is 
preparing to auction them off. 

The politically powerful Histadrut 
and other founders much prefer the 
status quo, of course. They are count- 
ing on the fact that at present the 
stocks would seem to have limited 

investment appeal. That's because, 
ironically, actual voting control of the 
banks still resides with none other 
than their founders. 

This bizarre situation traces back to 
the banks' origins but was aggravated 
in the precrash bubble, when the 
banks floated enormous amounts of 
nonvoting equity shares—the same 
shares the government now owns—to 
cash in on fast-rising stock prices. Re- 
sult: Original owner Histadrut today 
holds only 0.1% of Bank Hapoalim's 
equity but still controls 50% of the 
bank's voting shares (see table) 

But chances are slim that the gov- 
ernment will abide the status quo. 
Bills now moving through the Knes- 
set could equalize the inequities by 
simply requiring that all banking 
shares get one vote. This would effec- 
tively strip the founders of their con- 
trol. The betting in Israel is that legis- 
lation along these lines is inevitable. 

Once the banks do go on the auc- 
tion block, perhaps before the end of 
this year, investors will be presented 
with some interesting opportunities. 

On the surface the banks appear 
deeply troubled because of mounting 
loan losses connected to deep-rooted 
problems in the Israeli economy. 
Losses in the agricultural and manu- 
facturing sectors alone are expected to 
cost Bank Hapoalim at least $500 mil- 
lion in writedowns this year. Says 
Amir Bamea, an Israeli banking ex- 
pert at the University of Wisconsin, 
"The Israeli banks are in a situation 
similar to the U.S. money center 
banks in 1986, when they took large 
writedowns for Third World debt." 

But beneath the layer of bad debts, 
for which reserves are being aggres- 
sively built, Israeli banks' profitabili- 
ty has been improving since 1986. In 
1987 the major Israeli banks had infla- 
tion-adjusted returns on equity of 
around 10.5%, compared with 8.3% 

for U.S. banks on average. In 1988 
Israeli banks should do much worse 
because of large loan losses. 

The banks have benefited from 
strong government measures that 
have kept inflation below 20% since 
late 1985. This relative stability, plus 
a reasonably healthy economy, has 
caused booming demand for shekel- 
denominated deposits and loans. 
That, coupled with a cut in bank tax- 
es, has produced loan profit margins 
of 12% annually for the banks. 

Another plus for potential investors 
is the huge number of bank subsidiar- 
ies that span the whole of the Israeli 
economy. Thus, an investment in 
Bank Hapoalim or in IDB Bankholding 
Corp. is an investment in Clal (Israel) 
Ltd., one of the country's largest and 
most profitable entities, with inter- 
ests ranging from insurance and bro- 
kerage services to textiles. 

Separately, Hapoalim owns Ampal- 
American, an Amex-listed company 
with interests in Israeli hotels and 
other real estate, IDB, too, has U.S. 
investments, including an 82% stake 
in Israel Discount Bank of New York, 
a $4 billion (assets) New York com- 
mercial bank. For non-U.S. investors, 
control of these Israeli banks could 
thus mean easier access to U.S. mar- 
kets, considering Israel's free trade 
agreement with the U.S. Says Leonard 
Shaykin, New York financier and 
owner of the Chicago Sun Times, "At 
the right price and under the right 
management, these banks are very in- 
teresting opportunities." 

What price is right? In preparation 
for an auction, five Israeli investment 
firms, two aided by First Boston and 
Merrill Lynch, have been retained by 
the Israeli government to figure it out. 
Unlike U.S. bank financial state- 
ments, Israeli financial statements 
are all adjusted for inflation, so all 
other things being equal, profitability 
and book value figures could be un- 
derstated relative to those of U.S. 
banks. Anyone thinking about a bid, 
of course, will be doing his own dig- 
ging. The Finance Ministry has been 
fielding queries since late 1988. 

The first Israeli bank to be auc- 
tioned off will likely be $1.5 billion 
Union Bank of Israel, 42% owned (but 
75% controlled) by Bank Leumi. 
Union has a book value of around $70 
million. Because of its position as a 
leading diamond industry lender, it 
had an estimated 20% inflation-ad- 
justed return on equity in 1988. Aus- 
tralian textile magnates Joseph 
Brender and Samuel Moss reportedly 
have already contacted the govern- 
ment to buy Union. Others are likely 
to follow. ■ 
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lake equal parts of haute cuisine and Cajun cookiri. 
Add a dash of Dixieland jazz, and a pinch of Paul Prudhomme. 
Cook quickly over high heat. 

K-PAULS LOUISIANA KITCHEN, NEW ORLEANS 
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Meet a carpet company middle manager 
who 16 years ago went into business for 
himself and now heads a $570 million 
firm controlling 45% of a world market. 

Carpet tile king 

By Alyssa A. Lappen 

IT'S NOT OFTEN that a businessman 
forms a joint venture with a large 
company and ends up taking over 

both his partner and the market. But 
that is exactly what Ray Anderson 
did. Anderson, an exuberant and artic- 
ulate man, started Interface, Inc., 
based in LaGrange, Ga., as a joint ven- 
ture with Britain's Carpets Interna- 
tional Pic. in 1973, took control of ci 
in 1983, and now leads the world mar- 
ket for his goods. Sales may reach 
$630 million this year. With aftertax 
profits averaging 5.5% of sales for the 

last five years, profits from his carpets 
this year should reach a respectable 
$26 million. 

These are not the low-margined 
broadloom carpets made by outfits 
like Shaw Industries and Fieldcrest 
Cannon's Karastan Bigelow. Interface 
started and has remained in carpet 
tiles, 18- and 19'/2-inch-square carpet 
segments that lie right over the floor, 
sans glue. The things cling, instead, 
with a patented fiberglass backing 
that works like a suction cup. 

Carpet tiles range from $18 to $40 
per square yard installed, roughly 
30% more than broadloom rugs. But 

Interface Chairman R 
Entrepreneurial drive, business knowhou) and luck. 

office developers and companies like 
IBM, Coca-Cola and Pacific Bell gladly 
pay the difference because tiles are 
easy to install and replace, allowing 
for quick, painless redecorating and 
changes in underfloor wiring. Design- 
ers also like the offbeat and intricate 
patterns carpet tiles can make, one 
reason that airports, hotels, malls and 
even hospitals use them. The $1 bil- 
lion world carpet tile market is grow- 
ing 15% a year, about three times 
faster than broadloom carpets. 

How did Interface get an estimated 
45% of the world market for these 
innovative carpet squares? The an- 
swer is a story of entrepreneurial 
drive, business knowhow and amaz- 
ing luck. 

Interface founder Anderson, now 
54, learned the carpet trade from a 
Georgia businessman named Fuller 
Callaway, who instilled in him entre- 
preneurial desire to be his own boss. 
But Anderson also needed an idea. He 
got one after Callaway sold his carpet 
and textile mill to Milliken &. Co. In 
1969 Milliken sent Anderson to Brit- 
ain to learn about a new type of carpet 
technology called fusion bonding. 
Among the companies he visited was 
Carpets International, a British broad- 
loom mill also in carpet tiles. "I fell in 
love with the idea," he says. 

Anderson built a carpet tile busi- 
ness for Milliken on his return, then 
left to begin his own firm in 1973. 
Pooling his $50,000 life savings with 
$450,000 he raised from some home- 
town buddies, he went back to Car- 
pets International to propose a joint 
venture to make carpet tiles in the 
U.S. Smelling opportunity, the British 
company gave Interface $750,000 for 
half of its equity. 

His timing was dreadful. It was the 
beginning of the 1973 oil embargo and 
the recession that followed. Prices for 
petrochemicals, the basic feedstock in 
much carpeting, were exploding, sales 
were collapsing, and with most of his 
life savings he was building a factory 
that now looked an almost certain 
disaster. "The scariest time of my 
life," Anderson recalls. 

For all that, Anderson also had 
some advantages. For one, as part of 
its equity contribution to the venture, 
Carpets International provided Inter- 
face with special cutting technology 
that saved 10% on yarn costs over 
conventional cutting machinery such 
as Milliken used. Other Carpets Inter- 
national knowhow enabled Interface 
to develop additional equipment ca- 
pable of bonding four-ply fibers to fi- 
berglass backing, making possible 
glueless installation. 

Interface's first year of operation— 
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c ompulsively opulent to the smallest detail. 
It's not a restaurant. It's an obsession. 

THE BOX TREE, NEW YORK CITY 
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major highway with only two lanes. 

Now you know why you need Micro Channel from IBM. 

Picture it. 
Rush hour traffic. Two narrow lanes. 

All backed up and no place to go. 
If you're lucky, this isn't the situation 

you face on the road every day. But it does 
describe what's going on inside most personal 
computers. 

That's why IBM developed the 
Personal System/2® with Micro Channel.™ 
Micro Channel gives the PS/21 more "lanes" 
to handle the flow of information. Within 
your system. And between systems. It's a 
veritable superhighway, with an impresshe 
combination of speed and reliability that 
leaves ordinary computers far behind. 

Best of all, the IBM Micro Channel 
delivers data faster and makes the most of 
your expansion card performance, all with 
improved reliability. And when you're ready 

to add new cards, including the latest "intelligent" ones, Micro Channel 
gives you an easy, switchless way to do it. More proof that when you're 
thinking ahead, you're 
thinking IBM. 

Ask your IBM Authorized 
Dealer or IBM marketing 
representative about the 
IBM Personal System/2 with 
Micro Channel. For a dealer 
near you, call 1 800 IBM-2468. 
ext. 121. 

Just make sure you fasten 
your seat belt. 

8M Personal Sysiem,2and PS/2 are regs»o)iraiwn»solir*<n»«r«iBu>iie» !«»»•»• Corpmum MeraOiinwsairaMn^olMeTOtonaieusm^MaennesCoTO^on g l989lBWCcrn 



THOMAS      HART      BENTON 

"Thomas Hart Benton: An American Original." 
A definitive retrospective, sponsored by United 

Missouri Bank of Kansas City, n.a.* and the Enid 
and Crosby Kemper Foundation. Originated by 

the Nelson-Atkins Museum of Art. 

The Nelson-Atkins Museum of Art 
Kansas City, Missouri 
April 16-June 18, 1989 

The Detroit Institute of Arts 
August 4-October 15, 1989 

Whitney Museum of American Art 
New York 
November 17, 1989-February 11, 1990 

1 o.s Angeles Gmnty Museum of Art 
April 29-July 22, 1990 

fel UNITED MISSOURI BANK 
Mmbw JDKT 

•UnitedMissouriBa rtB nandRtaP. BentonTestamenouyTnuo 
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1974—was ghastly, with $400,000 in 
losses on little more than $800,000 in 
sales. But soon the nationwide boom 
in office buildings began. Sales ex- 
ploded, growing 70% annually for the 
next five years. By 1982 Interface was 
earning 8% aftertax on sales of $57 
million. Meanwhile, Carpets Interna- 
tional's fortunes had waned, largely 
because the strong British pound ster- 
ling brought broadloom carpet im- 
ports flooding into the U.K. 

The best businessmen have a way 
of turning adversity to their advan- 
tage, and that is exactly what Ander- 
son did. Having overtaken his British 
partner in carpet tile sales, he began 
buying back Interface's equity from 
cash-starved Carpets International. 
By 1987 he had bought up the whole 
of ci itself. 

Meanwhile, Anderson had begun 
hustling up new business in the reno- 
vation and hospital markets,  along 

Anderson's timing was 
dreadful. It was the 
beginning of the 1973 oil 
embargo. ''The scariest time 
of my life," he recalls. 

the way picking up a small research 
company that had developed a germ- 
killing agent. Once implanted with 
this chemical, Interface carpet tiles 
became resistant to bacteria and fun- 
gi. After the Environmental Protec- 
tion Agency approved its use in carpet 
tiles, the company's sales to hospitals 
took off. 

In 1986 Interface paid $97 million 
for Guilford Industries, a maker of 
fabric coverings for office furniture, 
cubicle dividers, walls and ceilings. 
Now, the EPA has approved the use of 
Interface's antimicrobial chemical in 
these items as well. 

Last year Interface became the 
world leader in carpet tiles when An- 
derson paid $150 million for Heuga 
Holding B.V., a Dutch competitor, 
with $206 million in sales. The price 
pushed debt at Interface to a risky 
183% of equity. But with the added 
debt comes added opportunity—the 
company is now in residential as well 
as commercial markets and has more 
than doubled its business overseas to 
60% of sales. 

Interface went public over-the- 
counter in 1983, and since has seen its 
shares double, to a recent price of $16. 
Approximately 1.7 million of those 
shares—10% of the common—are 
held by Anderson. They have a cur- 
rent market value of nearly $28 mil- 
lion. Not a bad return on an initial 
investment of $50,000. ■ 

FORBES, APRIL 17, 1989 



The   art   of writing 
MONT° 
BLANC 

For the store nearest you call Koh-I-Noor Rapidograph Inc (201) 479 4124 In Canada. (416) 670 0300 



A MACHINE THAT CAN MAKE YOUR GOLDEN YEARS SHINE. 
A calm day on a gentle stream. 
To enjoy the freedom of living your dreams, 

count on The Xerox Financial Machine. 
With prudent mutual funds and insured unit 

trusts from Van Kampen Merritt. The ability to 
protect your assets with insurance for auto, home 
and business from Crum and Forster. Life insur- 
ance and annuities to make your retirement more 
secure from Xerox Life. Investment banking 
and pension fund management and administra- 
tion from Furman Selz. And the ability to lease 

anything from a fleet of fishing vessels to a 
Xerox copier from Xerox Credit Corporation. 

They're all part of Xerox Financial Services; a 
diversified group of financial companies with a 
singular standard of excellence. All geared to 
help make your future look bright. 

So you can have your day in the sun. 
To find out how you can put the power of 

The Xerox Financial Machine to work for you, 
write Xerox Financial Services, P.O. Box 5000. 
Norwalk, CT 06856. 

IS>W XEROX CORPORA! iHt 
XEROX* unrfTHJ 

are mark* of XEROX CORP^^H^ 



£ 

$ 

^0RS2> 

I # r 
<♦ 

■   • 

• FINANCIAL SERVICES 

THE FINANCIAL MACHINE 

.. 



When farmers suffer, tractors converge on 
Washington and heartrending foreclosure 
stories abound. When farmers prosper, as 
they do now, they keep quiet. 

They don't 
need Farm Aid 
concerts now 

By Rick Reiff 

AMERICAN FARMERS are moving 
into their third year of record- 
blevel profits. Like any good busi- 

nessmen in a recession, farmers during 
their recent times of troubles slashed 
costs, pared debt, improved risk-man- 
agement skills and diversified. The 
huge grain stockpiles have dwindled, 
exports have strengthened and break- 
throughs in technology, such as geneti- 
cally engineered grains and livestock, 
are becoming commonplace. 

Why, then, is the U.S. taxpayer ex- 
pected to fork over $14 billion this 
year in agriculture price supports and 
other aid? This at a time when Con- 
gress and the Administration are sup- 
posed to be desperately seeking ways 
to cut the federal deficit. 
Is it any wonder, then, 
the farmers aren't trum- 
peting their current 
prosperity the way they 
cried over their troubles 
a few years back. 

The good news is that 
the longer-term trend of 
subsidy payments is 
probably down. They 
will likely rise about 
10% in fiscal 1989 be- 
cause of $4.5 billion in 
disaster aid for farmers 
hit hard by last year's 
drought. But after that 
they should begin to 
dwindle to $7.9 billion 
in i994, according to 
U.S. Der. • of Ag- 
riculi 

M 
gaini'i;. 
phai 
subsidic. 
provided     soi 
countries do, 

In 1981 direct government pay- 
ments to farmers amounted to only 
$1.9 billion, or 6% of agriculture's net 
cash income. Then came the farm belt 
depression, in good part a genuine cri- 
sis, but vastly overtrumpeted with 
such heavily publicized appeals as the 
Farm Aid concerts—nationally tele- 
vised extravaganzas featuring Willie 
Nelson, Bob Dylan and the Beach 
Boys—a nice boost for the artists and 
their record companies, but of dubi- 
ous benefit to struggling farmers. No 
question: Falling prices and sharply 
reduced exports hurt badly when 
farmers, with the government's prod- 
ding, had borrowed heavily to buy 
new land and expensive equipment. 
Government subsidies expanded al- 
most fivefold to compensate, with di- 

ys Walt, Ih'tn- (front), Rolxrt, Roger & Roland 
•i careful crop mix steadies cashflow year-round. 

rect payments and price support loans 
ballooning to $18.9 billion by 1983. 
Corn farmers alone received nearly $7 
billion that year. 

Now, though, the U.S. farmer is 
benefiting from the cheaper dollar, 
which has helped to revive his foreign 
markets. Since 1983, farm profits 
have climbed from $12.7 billion, a 
thin 1.7% return on equity, to $39 
billion, a 5.6% return, in 1988. Total 
federal payments were still a high 
$12.5 billion last year, but they were 
down sharply from the $22.4 billion 
in 1987. 

Why the smaller dole? Higher crop 
prices and modest tightening of for- 
mulas used to calculate aid. Take 
corn. It sold for $1.65 a bushel in 
1987, and a typical farmer lost 40 
cents producing it. Yet he grew a 
bumper crop because the government 
added $1.09 a bushel. For this fall's 
harvest, a farmer can use futures con- 
tracts to lock in $2.50 a bushel—a 
gain of 30 cents, or 12% on sales, for 
even a moderately efficient producer 
if crop yields are normal. The federal 
payment at these levels: 34 cents a 
bushel, 19 cents less than it would 
have been under the 1987 formula. 

The most glaring stupidity of the 
federal farm programs is that the 
farmers who need them least are usu- 
ally those who collect most. Of 1,920 
Kansas farms surveyed in 1987, the 
480 most profitable averaged 
$104,000 in profits, including $41,000 
in government payments. The bottom 
480 farms averaged only $20,000 in 
subsidies, and still lost $3,000. 

The government be- 
gan directly subsidizing 
farming in the 1930s be- 
cause of the worldwide 
depression and the Dust 
Bowl drought that 
cracked the grain belt. 
Like most government 
programs, this one 
gained a momentum of 
its own after the emer- 
gency had passed. To- 
day, some 35% of all 
farms participate in one 
or more subsidy pro- 
grams, which cover 
mostly large-volume 
commodities, such as 
corn, wheat, cotton, sug- 
ar and milk. 

Which means that the 
300,000 largest farms— 
those that produce 70% 
of the food—collect 
more than half of all fed- 
eral payments, yet repre- 
sent only 14% of the na- 
tion's farms. They also 

Eli kcichman 
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make most of the money. The average 
net cash income for farms in the 
$ 100,000 to $500,000 sales bracket was 
$90,000 in 1987. The 29,000 farms that 
are even bigger had average profits of 
$793,000—a 22% return on assets. 

There are 2.1 million farms in the 
U.S., just half the number of 30 years 
ago. The survivors are a hardy lot. Yet 
they are understandably reluctant to 
let go of the security blanket. 

Take the Walter and Betty May 
family of Oberlin in northwest Kan- 
sas, who raise livestock, wheat and 
other crops on 4,000 acres (not a huge 
spread in Kansas nowadays). Their 
roots in this harsh, remote land run 
deep—Walter's homesteading great- 
grandfather was killed here by a wolf 
and is buried near a tractor shed. 

Since 1952 the couple has quintu- 
pled the size of the farm, relying on a 
well-blended sales mix of wheat, cat- 
tle, hogs, milo, corn, oats, alfalfa, sun- 
flowers and eggs to keep cash flow 
steady year-round and to offset bad 
seasons in any single crop. The fruits 
of their frugality and hard work: net 
worth of $600,000. 

Now, three sons are introducing an- 
other generation of profitable change. 
Roland, 30, a veterinary medicine 
graduate of Kansas State University, 
has used the latest biotechnology and 
artificial insemination to produce big- 

Harvesting profits 
Net farm income to equity is at 
its highest since the early 
1980s. A rebound in land values 
has raised the total real return. 
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ger calves that need less feed to be 
readied for slaughter. That saves $28 
per head, or 10%. Roger, 23, with a 
degree in animal science, has added a 
new hog nursery; the pigs are healthi- 
er and grow more quickly, reducing 
costs by $ 122 per 35 hogs sold a week. 

Are they getting rich? Hardly. Last 
year the May family earned about 

$37,000 on $307,000 in sales, with 
Betty's teaching job bringing in anoth- 
er $26,000. But it is a life they love. 
Federal aid? Walter wants it to stay, 
though he surmises he could offset 
part of the loss of his $30,000-a-year 
subsidy by putting 150 government- 
idled acres back into production or by 
adding more livestock. 

Already free of subsidies—and very 
much in the mainstream of market- 
oriented business—is Milas Russell 
Jr., 31, a second-generation farmer 
who runs a 2,000-acre fruit and vege- 
table ranch in southern California's 
Imperial Valley. He uses a mobile 
phone in his 1989 Ford pickup truck 
to keep in touch with field crews and 
six managers. To slash production 
costs he devised a tractor-pulled plat- 
form that permits nonunion migrant 
workers to wash and pack melons in 
the field. Savings: $600 an acre. He 
gets an extra couple of pennies or so 
per melon with his contraption, simi- 
lar to the ball cleaner at golf courses, 
that removes a harmless mold from 
the fruit and makes it look better. 

This year he has added seedless wa- 
termelons to his mix, which also in- 
cludes lettuce, onions, garlic and to- 
matoes. With tomato prices rising 
from $47 a ton last year, to $65, Rus- 
sell has cleared another 250 acres so 
he can double his tomato output and 

With the way some facsimiles make you wait, 
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Milas Russell, Junior and Senior, in California 
Making more money without the government. 

take advantage of the 40% profit mar- 
gins. Those acres had been in cotton, a 
crop he grew solely to get $35,000 in 
federal subsidies. He would have 
earned about $70 an acre growing the 
subsidized cotton; he'll clear $650 an 
acre raising tomatoes. Russell's bot- 
tom line: earnings of $875,000 last 
year, on sales of $6.5 million. 

Look,  too, at how diversification 

has complemented brothers Dan and 
Phil Kerkhoff's 2,000-acre corn and 
soybean operation near Lafayette in 
northwest Indiana—and freed them 
from dependency on the government. 
With their equity nearly wiped out six 
years ago because of plunging asset 
values, these fourth-generation farm- 
ers sold off 200 acres to pay down debt 
and concentrate more on their seed 

business and a small farm equipment 
dealership. 

This winter they picked up three 
defunct seed-processing plants for 
$160,000 in cash and a used tractor. 
By salvaging parts and combining the 
three old plants into one, they expect 
to be processing their seed and seed 
from neighbors for a fraction of the 
investment required to buy a working 
plant. Total savings: more than $1 
million, plus $60,000 a year in re- 
duced seed-bagging costs. 

The Kerkhoffs constantly prowl In- 
diana and Illinois for real estate deals. 
They break up farms into more sal- 
able units, selling a single farmhouse 
here, grain bins and hog sheds there, 
or scenic wooded lots in another lo- 
cale, keeping and farming the remain- 
ing acreage. The brothers have added 
$1 million in self-supporting assets 
using this method. 

Their earnings before reinvestment 
reached $250,000 on sales of $3.5 mil- 
lion last year—a healthy 25% return 
on their restored equity of $1 million. 
Only $50,000 came from the federal 
government, down from the $90,000 
in subsidies the Kerkhoffs got in both 
1983 and 1984, when they barely 
broke even. Dan Kerkhoff says he'd be 
better off if there were no government 
farm aid because the marginal com- 
petitors would be forced out. "When 
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the government makes it so a farmer 
can't fail, it also ensures he can't suc- 
ceed," he says. 

What about the drought? It has 
proved to be a net plus for farmers by 
reducing bloated grain stockpiles— 
corn has dropped from a year's surplus 
to two months', for example. Now the 
lingering drought and severe winds 
could damage the winter wheat plant- 
ings in Kansas, Texas and Oklahoma. 
But managing such adversity is part of 
the business of farming. 

For all their reluctance to lose sub- 
sidies, most farmers realize they have 
been a mixed blessing. Government 
farm programs have historically dis- 
couraged diversity and encouraged 
the overproduction of subsidized 
crops. Earlier in this decade U.S. farm 
exports were damaged by the high 
subsidy prices that encouraged other 
countries to produce more food to un- 
dercut the high U.S. prices. 

The new Secretary of Agriculture, 
Clayton Yeutter, supports gradual 
elimination of farm subsidies; a Ne- 
braska farmer, commodities expert 
and former U.S. trade representative, 
Yeutter also is trying to move Japan 
and Europe, whose farm subsidies are 
even bigger than ours, toward a global 
free market in agriculture. 

An end to subsidies would not be 
painless. There are still 10% to 20% 

The Kerkhoffs, Dan and Phil, in Indiana 
Earning a 25% return on their equity of $1 million. 

too many farmers in this country, by 
most economists' estimates, and 
they'd be squeezed out. But then they 
are already being squeezed out. Mid- 
size farms, those with $40,000 to 
$250,000 in sales, have shrunk from 
25% of all farms to 21.4% in just four 
years. Larger, more efficient family 
farms and small hobby farms are the 
wave of the future. Those three farms 

in four that sell less than $40,000 of 
goods annually already make almost 
all of their net income, an average of 
$24,000, outside of farming. 

The trend is clearly away from a 
reliance on subsidies. Milas Russell, 
the Imperial Valley farmer, is one who 
thrives without them. Says he: "I'm 
making more money than the govern- 
ment could ever make for me." ■ 
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How can the Albertson's grocery chain, 
ranked sixth in sales, lead the industry in 
profits? Check out Warren McCain's un- 
flashy, high-margin strategy. 

Food for thought 

By Marc Beanchamp 

GROCERY STORE executives gen- 
erally aren't happy campers 
these days. Safeway's chief ex- 

ecutive, Peter Magowan, for example, 
is struggling to work down $3 billion 
in leveraged buyout debt. At El Mon- 
te, Calif.-based Vons, southern Cali- 
fornia's biggest supermarket chain, 
Chairman Roger Stangeland is trying 
to swallow the Safeway stores 
Magowan unloaded. And, at 
American Stores in Salt Lake 
City, Chief Executive Jona- 
than Scott, who paid $2.5 bil- 
lion for Lucky Stores, is ner- 
vously waiting while the 
courts consider his proposed 
merger of Lucky and Alpha 
Beta. 

Warren McCain, in sharp 
contrast, couldn't be happier. 
McCain, 63, is the energetic 
chief executive of Albert- 
son's, Inc., the $6.8 billion 
(1988 revenues) food and 
drug chain with stores in 17 
Sunbelt and western states. 
McCain, only last month, 
opened the Boise-based 
chain's 500th store, in Teme- 
cula, Calif v some 100 miles 
southeast of downtown Los 
Angeles. Just the day before, 
Albertson's reported it earned 
million last year, 
its rivals. 

Albertson's has posted 19 straight 
years of increased sales and profits. 
The company's net margins last year 
(2.4%) were almost twice the industry 
average, and its return on equity was 
an enviable 22.3%. 

How does McCain do it? It helps 
that Albertson's is in the nation's fast- 
est-growing markets, like Florida and, 
of course, southern California, where 
the  chain  now has   85   stores  and 

McCain wants to build another 30- 
plus over the next five years. But it 
helps too that McCain is not dazzled 
by size per se. He does not want to be 
the biggest supermarket chain in the 
country, only the most profitable. 

Which means he is not trying to be 
all things to all people everywhere. 
McCain's stores are often in smaller 
cities and in suburbs where there is 
ample and relatively cheap land for 
Albertson's    sprawling    (35,000    to 

Alejandro Totnas 

Albertson's Warren McCain 
Nothing looks impressive? That's impressive, 

$163 
more than any of 

65,000 square feet) superstores and 
combination food and drug outlets. 

And don't look for a sushi chef slic- 
ing takeout tuna or a woman standing 
idly behind a cosmetics counter in 
Albertson's. To hold down labor 
costs, McCain allows a maximum of 
five service departments: pharmacy, 
lobby (often a video rental depart- 
ment), deli, a fish and meat depart- 
ment and a bakery. "When you see 
their stores," says Kidder, Peabody's 
Gary Vineberg, "it's just like Wal- 
Mart, nothing impressive. But that's 

what's impressive." 
McCain uses incentive pay the way 

a master chef uses spices. Store man- 
agement—department managers and 
up—receives yearly bonuses tied to 
profits. The bonuses—$27 million 
paid last year to some 3,800 of Albert- 
son's 50,000 employees—encourage 
productivity and better service. Meat 
and produce managers, for example, 
are rewarded as if they owned their 
departments. With bonuses, some 
store managers make as much as 
$100,000 a year. That, in turn, means 
less turnover. 

McCain has fattened margins in the 
past four years by scaling back double 
coupons, contests and other promo- 
tional gimmicks in favor of everyday 
low prices. His "backstage" opera- 
tions are lean as well. Albertson's has 
fewer warehouses than many of its 
competitors. So while the chain may 
truck goods farther than its rivals, it 
compensates by efficient backhaul- 
mg—a truck carrying a shipment 
from Albertson's ice cream factory in 
Boise to Los Angeles might return to 
Boise with fresh produce from south- 
ern California. 

McCain's biggest competitive ad- 
vantage may be that Albertson's debt 

stands at $177 million, or 
around 22% of capital. By 
contrast, Vons' $800 million 
in debt makes up 79% of its 
capital. Steep interest pay- 
ments, McCain reasons, will 
keep rivals from aggressively 
remodeling or expanding ex- 
isting stores and from mov- 
ing quickly into fast-growing 
new markets like southern 
California's Riverside and 
San Bernardino counties. By 
1993 nearly 90% of Albert- 
son's projected 650 stores, on 
the other hand, will be over 
35,000 square feet. 

With its attractive pros- 
pects and its real estate (Al- 
bertson's owns about 120 of 
its stores), what's to deter a 
raider?  Plenty.  Joseph  (Joe) 

     Albertson, who opened his 
first store half a century ago m Boise, 
owns about 16% of Albertson's 67 
million shares, a stake worth around 
$440 million. Theo Albrecht, the 
West German grocery store magnate, 
owns around 11 % but has agreed not 
to exceed 12%. He has no reason to 
complain. His stake, acquired in 1979 
for $37 million, today is worth around 
$250 million, as Albertson's stock has 
risen sevenfold to a recent $40 a share, 
16 times trailing earnings. Albert- 
son's stock price, says McCain, "is 
our best defense." ■ 
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have a practical car. Three 
absolutely stock Saab Turbos 
averaged 132 mph for 62,000 
miles in 21 days straight 
driving, without a breakdown. 
Yet for all its performance 
Saab has tremendous room, 
not just for passengers but 
for cargo, too. 

You can buy a Saab for the 
fun of driving and still have a 
safe car. What Saab owners 

love most about their Saabs 
is their performance. Yet a 
recent insurance industry 
report ranks Saab among the 
best cars in America when 
it comes to claims for personal 
injury. 

Don't buy the wrong car. 
Instead, visit your Saab 

dealer soon. A test drive is 
free. And there's no risk 
involved. 

•— 

L, 



The Larger Context 

Some people blame capitalism for the 
poverty of Latin America. They ignore its 
(continuing) precapitalist legacy. 

WHY LATIN 
AMERICA IS POOR 

By Michael Novak 

A Midwestern nun, Sister Mary, 
wrote me that she has just returned 
from serving as a missionary for ten 
years in "a Catholic" nation of Lat- 
in America, and is appalled at the 
"capitalism" she saw there. 

She fears that, reading my col- 
umn, "a good American capitalist 
could comfortably settle back into 
self-satisfaction, and not feel any 
further need to question." There 
are, in fact, plenty of questions for 
everyone    including Sister Mary. 

Why, for example, are Latin Cath- 
olic nations as poor, as badly gov- 
erned and as riddled with corrup- 
tion as Sister Mary says? And why 
does she blame these wrongs on 
capitalism, seeing that Latin Ameri- 
ca is still precapitalist7 

Sister Mary's letter reached me 
just after 1 ieturued from some lec- 
tures in Santo Domingo, the very 

island on which, during his second 
voyage of 1493, Christopher Co- 
lumbus launched the first European 
experiment in the Americas. 

Actually there were to be two 
great experiments in this hemi- 
sphere—one in Latin America, be- 
gun on Nov. 22, 1493, and the other 
in North America, begun more than 
a century later, in Virginia in 1607 
and in Massachusetts in 1617. 

Writing from Scotland in 1776, 
Adam Smith observed both of these 
experiments—one imitating the po- 
litical economy of the Holy Roman 
Empire, the other pioneering a new 
model without precedent on earth. 
Smith foresaw that the former 
would end in the poverty and mis- 
ery quite visible to Sister Mary to- 
day, and that the latter would end in 
unparalleled liberty and prosperity. 
Smith urged the nations of the 
world to break from the former and 
to follow the latter into a new era of 
humane development. 

Hispaniola, as Columbus called 
the rich, verdant and spectacular is- 
land that is today divided between 
Haiti and the Dominican Republic, 
was established under Spanish law 
and Spanish concepts. Through and 
through it was a statist project. 

The Spanish Crown clasped all 
economic powers to its silken bo- 
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som. No industry could be 
launched, no crop planted, no man- 
ufacturing undertaken without a 
grant of economic power from the 
state. Further, the Crown at first 
demanded in taxes 50% of all fruits 
of labor. Not surprisingly, agricul- 
tures and industries barely begun 
immediately collapsed. 

Historians record that many of 
the Spanish immigrants wished 
from the beginning to set up a feudal 
system on ancient patterns. They 
thought less of creating new wealth 
by invention than of seizing bright 
metals, the glinting objects of ava- 
rice. They neglected the laws and 
liberties that reward industry, culti- 
vation and investment over genera- 
tions. Even in 1871, a Dominican 
told an American journalist, "All I 
want is to be sure that my property 
will be handed down to my children 
with certainty; but under the pres- 
ent state of things there is none." 

The Spanish thought that poverty 
was relatively unchanging. A good 
Christian aristocrat would treat the 
poor leniently and paternally, a bad 
Christian harshly. The poor are pas- 
sive recipients, whose eternal lot is 
dependency. These are feudal, not 
capitalist, ideas. 

Oppressive Spanish taxation of 
the New World opened the Caribbe- 

an to raiders from France, the Neth- 
erlands and England—to traders in 
contraband, to pirates and huge 
fleets of warriors intent on seizure. 
Wealth was gained the old-fash- 
ioned way, by taking it. Sir Francis 
Drake's invaders sacked Santo Do- 
mingo in 1586, stripping the Cathe- 
dral of St. Mary's of its gold and 
precious vessels. For generations 
other marauders looted, pillaged 
and kidnapped for ransom. In this 
precapitalist world, natural rights to 
life, liberty and property found no 
institutional anchor. 

Even today, in most Latin Ameri- 
can countries, as Peruvian econo- 
mist Hernando de Soto says in his 
brilliant book, The Other Path, a large 
majority of the vigorous economic 
activists among the poor are forced 
to work outside the law. So narrow 
and antiquated is the legal system 
governing economics that they are 
treated as illegals or informals, sub- 
ject to criminal penalties. 

Compare by contrast the indus- 
try, orderly fields and productive ag- 
riculture—and the sway of institu- 
tions of ordered liberty—that de- 
lighted the admiring eye of visitors 
to North America from Crevecoeur 
to Tocqueville. Throughout the 
northern experiment, the vast bulk 
of those who came poor did not long 

remain poor. The new idea of eco- 
nomic order that so engaged Adam 
Smith—the new emphasis upon in- 
vention, discovery and the orderly 
protection of economic activism— 
was absent from Latin America, and 
is absent still. 

Sister Mary should think on that 
before she blames Latin America's 
poverty on "capitalism." 

The condition of les miserables in 
Latin America today is as utterly 
unnecessary as it was in Victor Hu- 
go's France in 1832. Ancient ideas, 
ancient institutions and ancient 
customs hold back the entire Latin 
American continent, which came 
from the hand of God one of the 
most richly endowed in natural re- 
sources on all the earth. 

Sad. Even our missionaries fail to 
understand the powerful new ideas 
that made the North American ex- 
periment so liberating for "huddled 
masses yearning to breathe free." 
Ideas matter. Laws matter. Institu- 
tions matter. The "new order" 
makes the difference. ■ 

Philosopher, journalist and ex-US. ambas- 
sador Michael Novak directs social and po- 
litical studies at the American Enterprise 
Institute in Washington, D.C. Among his 
recent books are Taking Glasnost Seriously 
and Free Persons and the Common Good. 

It can be as simple as the difference between knowing your limits and knowing how to 
make them work for you. 

Risk-versus-reward is just one of the factors your CENTURY 21' Investment Profes- 
sional explores as he assists you in identifying your comfort zone. Once you do, he can 
then help you use the leverage available to you. And that can help you make the real estate 
investment that's most appropriate for you. 

You'll find CENTURY 21 Investment Professionals doing 
this kind of work in select CENTURY 21 offices. All across 
the country. Every day. 

Call your local CENTURY 21 office and ask if they have 
an Investment Professional who can help you find what       =^    _. . . 
you're looking for. ■ 

When it comes to prudent leveraging, it's business The Real Estate 
as usual. 

The Real Estate 
Investment Professionals. 

c 1988 Century 21 Real Estate Corporation as F • ana ■ - trademarks ol Century 21 Real Estate Corporation Equal Housing Opportunity s> EACH Of FICE IS INDEPENDENTLY OWNED AND OPERATED 



"I said How do you insure a gold mine? and he said Get Chubb)' 

... We Ve been finding creative insurance sotutioi 
ssted in what you do as you are, perhaps you'd like to learn r 

Playhouse.' W;itch »<>r ir on PBS. 
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y. If you're looking for an insurance 
call 800-922-0533. 
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Nowadays a lot of consumers want prod- 
ucts that are "moral" as well as good 
value. But what do you do if your favorite 
peanut butter is sound on South Africa 
but insensitive to women? 

Ethical shopping 

By Joe Queenan 

F| IRST, A DETROIT HOUSEWIFE 
launches a campaign against 

companies that advertise on the 
program Married... With Children 
Then Pepsi gets roasted for its incen- 
diary Madonna ads. Now it turns out 
that a New York organization called 
the Council on Economic Priorities 
has sold 200,000 copies of 
its handy guide to righ- 
teous supermarket behav- 
ior, "Shopping for a Better 
World." 

"Finally! An easy way 
to get in and out of the 
store and support compa- 
nies with responsible poli- 
cies," declares a happy 
shopper quoted on the 
back of the booklet, 
which rates the makers of 
1,300 brand-name prod- 
ucts on ten social issues. 

"Easy" is not quite the 
operative term. Actually, 
"Shopping for a Better 
World" is an incredibly 
complicated 132-page 
pamphlet, which lists the 
1,300 products in alpha- 
betical order, with ten 
tiny  boxes 

awards for social consciousness, or, 
conversely, has participated in some 
particularly sinister activity, such as 
killing dolphins, busting unions or 
not providing day care centers for em- 
ployees. The print is tiny, the graphics 
are enigmatic, and if the booklet is 
truly "a quick and easy guide to so- 
cially responsible supermarket shop- 
ping," how come it has 15 pages ex- 

Phmo bv Steven Brown 

Take the rabbit test 
The circled X in the Q-tips column means that buying 
this product could doom another helpless lab animal. 
The "Alert" notice across from Purex Bleach forces 
shoppers to choose between solidarity with the labor 
movement and clean laundry. 

appearing to 
the right of each product name be- 
neath graphics such as a map of South 
Africa and what appears to be a 
Christmas tree (a symbol for the envi- 
ronment). There are a bunch of let- 
ters, asterisks and question marks, 
none of which arc easy to follow, al- 
though an "X" under the graphic of a 
bunny rabbit clearly means that you 
wouldn't want to be Peter Cottontail 

impany's scientists are 

indicating 
pa   y has won any 

plaining how to use it? 
"It is pretty complicated," concedes 

Beniamin Corson, who helped com- 
pile it. 

All the same, beams council publi- 
cist Peg Munves, "It's selling like hot- 
cakes." 

We hate to be cynical about so wor- 
thy an activity, but the Council on 
Economic Priorities has had some 
help in moving its hotcakes. The / Die 
Reader, a sort of leftist Reader's Digest, 
paid less than a dollar apiece for the 
107,000 (opies it mailed out with its 

January edition; the guides usually 
cost $4.95 a pop. And a lot of other 
copies went to public interest groups 
at nominal prices. Still, 200,000 re- 
morselessly ethical shoppers is noth- 
ing for corporate America to sniff at. 

Alice Tepper Marlin, who worked 
as a securities analyst for Burnham & 
Co. two decades ago, is the founder 
and executive director of the CEP. She 
says that the data in the book are 
derived from questionnaires filled out 
by the companies themselves, plus 
material supplied by experts on corpo- 
rate morality. She reports that her or- • 
ganization is now preparing an updat- 
ed version of the booklet, to be copub- 
lished by Ballantine Books, and that it 
may launch a guide for ethical wom- 
en, a guide for ethical kids and a guide 
for ethical catalog shoppers. 

What kind of impact is this having? 
Edwina Sanders, media director at 
American Cyanamid, says the firm 
has no reaction to being pilloried in 
the guide for producing—what else?— 
pesticides. Ted Smyth, director of cor- 
porate affairs at H.J. Heinz, is annoyed 
that his firm is flagged for catching 
dolphins in its fishing nets, but adds, 
"Sales have never been better." 

That could be the result 
of burgeoning antidolphin 
sentiment, or because the 
guide is so hard to use. 
Suppose, for example, you 
are looking for a highly 
moral steak sauce. On the 
surface, A-l Steak Sauce 
might seem like a safe bet; 
it gives a moderate 
amount to charity, has a 
decent record toward 
women and is active in 
minority advancement. 
But reading all the way 
across the chart, you 
would learn to your dis- 
may that A-l's parent 
company not only has a 
dismal performance in the 
environmental protection 
field but has a stake in 
South Africa as well. 

■■■■—■—J Worse still, A-l is made 
by RJR Nabisco, which manufactures 
ecologically offensive, cardiovascu- 
larly lethal cigarettes—and uses a lot 
of junk bonds to do it. 

Okay, so you decide to use ketchup 
instead of steak sauce. Heinz has a 
fine record in nuclear energy—some- 
thing moral shoppers always look for 
in a condiment maker—and the com- 
pany also seems decent to women. 
But, as noted above, these guys are 
gunning for Flipper. Indeed, as you 
wander through the aisles, you will 
realize that unless you're willing to 
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LET THERE BE 
SAA. 

Some of our best ideas come out of the blue. 

IBM has spoken. 
And what they've said can be summarized in three simple but highly important letters: SAA (Systems 

Application Architecture). 
SAA is a set of standards that finally allows for integration of computer systems. 
And as IBM goes, so goes MSA. Therefore we are proud to be the first major software company 

committed to delivering the most extensive line of SAA-compliant software in the industry. BrightView™ 
applications software already complies with SAA's most advanced component, Common User Access. 

By harnessing the power of cooperative processing, BrightView allows intelligent work stations to be 
something they never truly were before: intelligent. It does this by unleashing the power and potential within 
the work station, freeing you from dependence on valuable mainframe time, and dramatically increasing the 
efficiency of all application users. 

This efficiency is further heightened by BrightView's CUA compliance, which yields a friendly, 
consistent look and feel to work stations, maximizing your investment in personnel and hardware. All of which 
makes it a rather brilliant idea to call Robert Carpenter at 404-239-2000. ^ZZsTZ = 

IBM believes SAA is the future. We recommend our software to anyone intending SSS T^ SSZ 
to spend some time there. 
© 1989 Monogemenl Science America. Inc. 
BrightView is a trademark ol Management Science America, Inc (MbA) 
Systems Application Architecture & IBM ■ are trademarks of International Business Machines Corporation 

7he Software Company 
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Stone Container keeps finding new ways to grow. 
One is helping customers reduce their costs. 
Recently Stone helped Domino's 
Pizza® create a unique octagonal 
box that sets up quicker and uses 
less material, saving this leading 
pizza chain time and money. 

Providing this kind of added 
value for customers has created an 

ever-increasing demand for Stone 
products, and is one reason the 
company's stock has appreciated 
more than 1500% during the '80's. 

Growth... Profitability... R.O.E. 
.. .The Stone picture just keeps 
looking better and better. 

We think our future success- 
like the past—will come from 
focusing on the unique needs of 
our customers and on our core 
businesses: corrugated boxes, 
bags, containerboard, kraft paper, 
newsprint and market pulp. 

Keep your eye on Stone Container. 
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Hottest rental. 2007 A.D. 

The VCR you'll play it on. 2007 A.D. 

What movie will be the blockbuster of 2007 A.D. ? Hard to say. But one 
t/i/ng's for certain. Samsung VCRs will definitely be getting rave reviews. 

SAMSUNG 
The future of electronics. 

84 

make some serious moral compro- 
mises, this is going to be one very 
unproductive shopping expedition. 

Yuban coffee is out because the par- 
ent company makes cigarettes. The 
cat will have to go hungry tonight 
because Purina doesn't give enough 
money to charities. Miracle Whip is 
out because Kraft is accused of run- 
ning misleading ads. Your woolens 
will have to stay dirty because the 
makers of Woolite don't care about 
blacks. And if all these decisions turn 
your stomach, it's no good turning to 
Alka-Seltzer because Miles Laborato- 
ries experiments on animals. 

Actually, what the Council on Eco- 

Ethical consumers armed 
with "Shoppingfor 
a Better World" 
are turning up not 
only in Greenwich Village 
and San Francisco but in 
such ethically suspect 
locales as Denver. 

nomic Priorities has inadvertently 
done is to put together a guide that 
really benefits morally degenerate 
consumers. Because it flags corporate 
miscreants in its "Alert" box, wicked 
consumers instinctively know to buy 
Velveeta, because of Kraft's mislead- 
ing ads; stock up on Baggies, because 
Mobil is in South Africa; and get the 
wrinkles out of clothes the union- 
busting way with StaPuf. With the 
help of this guide, a moral leper could 
be in and out of the supermarket in 
five minutes flat. 

Maybe the supermarkets could ar- 
range their aisles not according to 
product but according to the moral 
posture of the manufacturer. 

"Can you tell me where the coffee 
is?" a shopper would ask. "Anti- 
apartheid decaf in aisle 8; Blue Moun- 
tain no-nuke, pro-whale in aisle 6," 
would come the reply. 

Ethical double-coupon days is an- 
other idea, though an even better in- 
novation might be moral bar-coding 
so that cash registers would cry out: 
"Grocery, $1.98, tortures bunnies, but 
runs an employee day care center." 

Who uses "Shopping for a Better 
World"? Marlin insists that the peo- 
ple buying the guide are not just the 
usual crew from Greenwich Village 
and San Francisco, but include a sur- 
prisingly large number from such eth- 
ically suspect locales as Dallas and 
Denver. But when asked if he sees 
anybody wading through the guide 
when he goes shopping, Marlin's co- 
author, Corson, replies, "I don't. But I 
live out in Queens." ■ 
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SAINT LOUIS. 
APLACE 

YOU SHOULD 
MEET 

Next time you're planning 
a meeting, plan on St. Louis. 

A clean, exciting place 
that's become one of America's 
most popular meeting spots. 

Newly restored, revitalized 
St. Louis is home for elegant new 
hotels, comprehensive new 
meeting facilities, and some of 
the greatest entertainment 
anywhere. 

But there's one aspect of a 
St. Louis meeting that seems any- 
thing but new The cost. Because 
it's still below the cost of meeting 
in Chicago, Dallas, Atlanta, and 
other major destinations. 

So contact Terence 
Tumbrink at the St. Louis Con- 
vention and Visitors Commission, 
10 South Broadway St. Louis, 
Missouri 63102. Or dial 
1 (800) 325-7962. In Missouri, 
1 (314) 421-1023. And find 
out more. 

Because even if you knew 
St. Louis before, it's now time 
you got reacquainted. 

StLoub. 
TheMeetiiKcnbee. 
The Gateway Arch cm the St. Lows riverfront. 



Ancient Babylonian astrologers calculated 
the movements of the stars to predict the 
future. Saul Hymans uses a computer and 
172 equations, to good effect. 

No recession 

By Ronald Bailey 

T|HE REAGAN RECOVERY may be 
slowing, but no end is yet in 

sight, according to Saul Hy- 
mans. And he is well worth heeding. 
In the past 20 years, from his office at 
the University of Michigan, in Ann 
Arbor, Hymans has built a formidable 
reputation for the accuracy of his fore- 
casting. Consequently, he has twice 
won the prestigious Silbert Economic 

Forecasting Award for accuracy, and 
FORBES calculates that he was last 
year's runner-up. 

Further good economic news is that 
Hymans projects no down quarters at 
all in 1989 or 1990. However, real GNP 
growth will average only 2.5% for 
1989 and 1.9% in 1990. The slow- 
down will be the result of higher in- 
terest rates, but growth will rebound 
by late 1990 as interest rates ease. The 
Fed's recent efforts to slow the econo- 

my will cause the three-month Trea- 
sury bill rate to average 8.3% in 1989, 
declining to 7.1% in 1990. Inflation 
will drift upward to 5.5% in 1989 and 
6% in 1990. As the economy slows, 
unemployment will rise to 5.4% in 
1989 and 5.8% in 1990. 

Hymans predicts that the inverted 
yield curve will not become severe 
enough to cause a stall. 

As director of the Research Seminar 
in Quantitative Economics at the 
University of Michigan, Hymans is a 
voluble defender of forecasting. If 
forecasts are not infallible, he says, 
they are nonetheless needed: They 
give business people vital information 
they would otherwise not have. 

Hymans' Research Seminar, known 
in the forecasting trade as the Michi- 
gan Model, was founded in 1951 by 
Lawrence Klein. Hymans says Klein's 
genius was in applying Keynes' no- 
tion of the circular flow of the econo- 
my to create the first operating model 
used in the U.S. for forecasting. But 
Klein left Michigan in 1954 when he 
was denied tenure because he had 
been a member of the Communist 
Party while a student. (He subse- 
quently founded the Wharton Econo- 
metric Forecasting Associates firm at 
the University of Pennsylvania. And 

8 POUNDS. 3 OUNCES..'. 

For more information write Ceniel Corpoiation Dept A>8725 Hiqgms Road Chicago. IL 60631 



in 1980 he was awarded 
the Nobel Prize in eco- 
nomics.) Hymans, 51, a 
Harvard A.B. and Berkeley 
Ph.D., has been codirector 
of the Seminar since 1969 
and sole director since 
1981. 

The Michigan Model 
has grown from 12 equa- 
tions to 172 today—in 
contrast to commercial 
models, which can have 
nearly 1,000 equations. 
Hymans believes that one 
of the chief virtues of a 
formal model is that it im- 
poses internal consisten- 
cy  on  a  forecast.   "The      
economy is too complicated to carry 
around in your head in a disconnected 
way," he says. 

Which is not to say that Hymans 
slavishly reports whatever the model 
predicts. In fact, he estimates that 
"judgment" accounts for roughly one- 
third of his forecasts. 

The model is eclectic, but it re- 
mains more "Keynesian than any- 
thing else," according to Hymans. 
Monetarists, however, would find fea- 
tures that please them. Says Hymans, 
"We put in anything that works." 

Forecaster Saul Hymans 
"We put in anything that works.' 

Still, he notes ruefully, "There really 
have not been any major advances in 
model construction and econometric 
theory in the last 15 years." 

Currently, his staff is trying to re- 
duce the "judgmental" aspects of the 
forecast. 

Hymans is convinced that the Sem- 
inar's nonprofit status makes its fore- 
casts more objective than those pro- 
duced by profitmaking organizations. 
He believes that commercial forecast- 
ers sometimes temper their predic- 
tions to please their clients. 

How consistent is his 
record? Like the vast ma- 
jority of forecasters, Hy- 
mans missed the 1982 re- 
cession. He thought the 
Federal Reserve would 
lower interest rates much 
sooner than it did. But he 
did predict the strong eco- 
nomic rebound in 1983 af- 
ter the Fed eased interest 
rates. 

"It's never easy to pre- 
dict turning points," he 
says. Turning points don't 
occur because the whole 
economy     miscalculates 
but because some shock 

     tips it into recession. Hy- 
mans observes,  "Leading indicators 
tell you about vulnerability, not inev- 
itability." It's easier to knock the 
economy  into  recession  when  it's 
growing at 2%, as in 1981, than when 
it's expanding at 4%. Because of Fed 
pressure on interest rates, the econo- 
my will be growing at that lower, vul- 
nerable rate, according to Hymans. 

Maybe there's a recession out there 
somewhere. But Hymans has not 
been able to spot it yet. If it comes, it 
will be from some as yet unpredict- 
able shock. ■ 
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CENTEL 
A star is born. And Centel helps spread the word even 

more quickly and clearly than ever, thanks to 

technical advances in fiber optics and digital switching— 

areas in which our telephone operations have 

demonstrated innovative leadership for years The same 

is true of our cellular system, already second in 

number of markets served and growing fast. All of which 

helps us bring people a little closer together each day. 

WHERE PEOPLE CONNECT 

■ Telephone • Cellular Communications • 

■ Business Systems • Power Distribution • 



A respectable payoff is finally in sight for 
Frank O'Brien s patient efforts to build a 
cogeneration business, but the stock mar- 
ket seems not to have noticed. 

The profits 
in hot water 

By James Cook 

IISTEN TO Frank L. O'Brien III, the 
_ ebullient boss of Philadelphia's 
I O'Brien Energy Systems, and 

you'd think he had nothing less than 
the Midas touch. Two decades ago, 
then in his late 20s, he took over his 
father's moribund power generating 
equipment firm, the O'Brien Machin- 

ery Co., and turned it into a money- 
maker. In time he borrowed $37,000 
worth of his father's machines and 
went into equipment leasing on his 
own. He cleaned up and sold out, a 
year later, for $250,000 in cash and $1 
million in stock. Same story for a se- 
ries of venture capital forays. Same 
story in real estate. Even his collec- 
tion of 50 antique cars paid off, and he 

got into that because he happened to 
like old cars. 

"I have tons of interests," he says. 
"My priorities are my religion, my 
family, but I collect cars. I have autos 
I've paid $20,000 for that are worth 
$300,000.1 make more money buying 
and selling cars than my [$300,000 a 
year] salary." And he adds uneasily: "I 
either have good taste or a guardian 
angel someplace." 

That's the private O'Brien. It has 
taken him a bit longer to get the pub- 
lic O'Brien—O'Brien Energy Systems, 
that is—off the ground. O'Brien Ener- 
gy, traded on the American Stock Ex- 
change, is a developer, owner and op- 
erator of cogeneration and other alter- 
native energy systems, a business 
Frank O'Brien got into in 1981 in re- 
sponse to the 1978 Public Utilities 
Regulatory Policies Act (PURPA) and 
$17 million in excess power equip- 
ment inventory at his father's firm. 

The 1978 act entitled outfits like 
O'Brien to put electricity generated 
by cogeneration or alternative energy 
sources to local utility companies at 
the additional cost the utility avoids 
in not generating the power itself. 
This made regions like California and 

Leif Skoogfors/Woodfin Camp 

Frank O'Brien t8th-centwy Pbtiadefpbta headquarters 
"I either have good taste or a guardian angel someplace." 
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the Northeast, where electric rates 
are high, especially attractive and af- 
forded more than enough potential for 
a red-blooded entrepreneur like Frank 
O'Brien. "Business is like an athletic 
competition," O'Brien says. "I like to 
play, and I like to win." 

Patience is a virtue in this game. 
O'Brien Energy has done well exploit- 
ing the methane gases generated by 
garbage dumps, using some sites to 
generate industrial steam, others to 
power electric generators, and still 
others to do both. It now has six such 
biogas projects, as O'Brien calls them, 
up and running, with another 15 or so 
under contract. But these are not yet 
much to brag about. Last year, with 
19.1 megawatts of biogas generating 
capacity, O'Brien Energy generated $4 
million in biogas revenues, added an- 
other $15 million in equipment sales, 
development and other fees, and still 
earned a mere $325,000 profit. 

Far bigger hopes lie in O'Brien's ten 
natural-gas-fueled cogeneration pro- 
jects in varying stages of completion. 
They're big projects, for big firms like 
Du Pont and Mead Paper, and, with 
normal delays over environmental 
permits, financing and fuel agree- 
ments, they've been long in coming. 

The first four of these cogeneration 
plants are actually under construc- 
tion, scheduled to go into production 
over the next 12 to 18 months. They 
represent an investment of $238 mil- 
lion and promise 234 megawatts of 
generating capacity and $118 million 
in annual steam and electricity con- 
tracts. Construction of three other 
projects, nearly as large in the aggre- 
gate, is likely to begin later this year. 
Thus, over the next year O'Brien's 
efforts should finally begin to pay off. 
About time, says O'Brien: "Over the 
last six or seven years, we've been 
saying we have a $100 million project 
here, a $500 million project there, and 
the guy says, What are your sales, and 
you say, only $3 million or $4 mil- 
lion—I mean, it looks ridiculous." 

These projects depend on the spread 
between the energy a cogenerator 
uses and the energy its industrial and 
utility customers waste. "It's like the 
engine in your car," O'Brien explains. 
"About 35% of the value of the fuel 
goes into driving the wheels. You 
throw away 20% in hot gases out of 
your exhaust. You throw away mid- 
teen percentages in your radiator. In 
cogeneration, we can sell the hot wa- 
ter out of the radiator, the hot gas out 
of the back, and so add 35% to the 
original 35%, for a 70% efficiency 
overall." The result is that O'Brien 
Energy can supply electricity for may- 
be 10% less than a utility does and 
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steam for as much as 80% less than an 
industrial customer can, and still 
make a profit—as much as 15% on 
the dollar. 

A $102 million cogeneration facili- 
ty O'Brien is building at a Du Pont 
photochemical plant in Parlin, N.J. 
will generate up to 150,000 pounds of 
steam an hour for Du Pont and 102 
megawatts of electricity—10 mega- 
watts for sale to Du Pont, 92 mega- 
watts to Jersey Central Power & 
Light. Total revenue: $48 million and 
a net income that Advest's David E. 
Wise says will run around $7.7 mil- 
lion. With prospects like this, Wise 
calculates O'Brien could be earning 
$1.25 a share by fiscal 1991 (ending 
June 30), versus maybe 25 cents this 
year, 4 cents in 1988. 

For the immediate future, cogenera- 
tion affords the big potential. But 
O'Brien is every bit as excited over the 
prospects for biogas. So far, such proj- 
ects have been small—2.5 to 3 mega- 
watts—so small that O'Brien Energy 
has financed them itself. But Frank 
O'Brien hopes to be able to assemble 
10 or 15 such projects and syndicate 
them as a package—in effect, finance 
a project using the project as its own 
collateral, just as he does in the cogen- 
eration business. 

O'Brien thinks the potential for 
such deals has barely been scratched. 
O'Brien Energy has $100 million 
worth of such gas, including the Edge- 
boro Landfill in East Brunswick, N.J. 
Methane reserves there are large 
enough to support a 15-megawatt 
power plant. With so much landfill 
gas available, O'Brien can see low- 
cost methane turning landfills into 
the locus of industrial development. 

The stock market seems not to 
have noticed that a respectable payoff 
is finally in sight. Shares in O'Brien 
Energy now trade around 6, only 
three-quarters of their precrash level. 
But O'Brien, outwardly indifferent to 
the current neglect, is already plan- 
ning for the future. "When the share 
price gets up to some true reflection of 
the underlying assets, I plan to be very 
aggressive in acquisitions." 

What sort of acquisitions? "A small 
gas company, maybe, a gas company 
with reserves." O'Brien recalls those 
heady days in 1986, when O'Brien 
common shot up from its offering 
price of $5.33 to $17.50 a share. 
"When we first went public, the stock 
went up so much that, you know, I'm 
poor today by comparison." How 
poor? "I don't know, somewhere be- 
tween $50 million and $100 million, I 
guess. The business here would con- 
stitute 40% of my worth." But he's 
not complaining. ■ 



Is it any wonder U.S. industry is losing to 
the Japanese? look at the intellectual gar- 
bage many of our business leaders ingest. 

Ross Perot as 
literary critic 

By Joe Queenan 

ONE OF THE MORE inane devel- 
opments in recent years is cor- 
porate warfare books, which 

forge an absurd link between people 
with names like Genghis and people 
with names like Boone, and between 
the Nazi blitzkrieg in France in 1940 
and the marketing of Pringle's potato 
chips in Chicago in 1968. 

Moving from the inane to the 
idiotic, Warner Books has just 
published Leaderslnp Secrets of 
Attila the Hun, a book so bad it 
was rejected by 17 publish- 
ers before the author, Wess 
Roberts, first published it 
himself. 

In a society with fewer 
H. Ross Perots, Roberts' 
book probably would have 
gone the way of Attila's 
forgotten victims. But af- 
ter Perot took the 15 min- 
utes needed to read the 
copy Roberts sent him, he 
became  a   true   believer, 
and even tried distribut- 
ing 500 copies at a GM 
function during his brief 
association with the firm. 
This—among other things 
Perot    did—infuriated     GM 
Chairman Roger Smith, who 
couldn't see how anybody nick- 
named the Scourge of God could 
improve    management's    image 

much less the car- 

on was duly noted 
about  Roger 
itch had the 

inaU ing Attila 
into Enter 
Warner B ■ Kive 
up on you 
stupid. 

Corporate warfare books actually 
go back a fair pace; in fact, one of the 
golden oldies of the genre—Anthony 
Jay's 1967 Management and Machiavel- 
li—is actually quite good. Unfortu- 
nately, more recent selections have 
been almost uniformly dismal. Typi- 

n's 

cal is Douglas K. Ramsey's Corporate 
Warriors, a 1987 offering by a former 
business editor of Newsweek that jux- 
taposes boilerplate accounts of take- 
over battles with generic quotations 
from Karl von Clausewitz and Che 
Guevara. 

"Invincibility lies in the defense, 
the possibility of victory in the of- 
fense," reads a line from the philoso- 
pher Sun Tzu, who had been dead for 
2,500 years before anyone from News- 
week tried applying his theories to the 
marketing of Diet Coke. 

Some corporate warfare books ex- 
ploit America's fear of Japan Inc. by 
resorting to esoteric samurai and 
ninja motifs. Owing less to the myste- 
rious East and more to the Wild West 
is Corporate Combat, which reared its 
ugly head in 1985. 

This fatuous book was written by 
William E. Peacock, who had been an 
assistant secretary of the Army, and 
who detected eerie parallels between 
Douglas MacArthur's brilliant am- 
phibious assault at Inchon and Ameri- 
can Greetings' attempt to nuke arch- 
rival Hallmark by introducing the 
Strawberry Shortcake Doll. The real 
thrust of Peacock's book is that peo- 
ple who didn't serve in the military 
may bomb out in the corporate world. 
Sure. Spending the Sixties at the 
Wharton School instead of Da Nang 
hurt Mike Milken's career. 

Some of these books have done so 
well that they have inspired sequels. 

An example is the brand-new Guer- 
rilla Marketing Attack, in which Jay 

Conrad Levinson—clearly re- 
flecting the influence of both 

Mao Zedong and the Druze 
militiamen—includes the 
section   "What   Kind   of 
Marketing  Gives  You  a 
Cohesive    Identity    and 
Adds Power to Each Mar- 
keting Element That You 
Use?" 

Any hopes that these 
oafisb collections of recy- 
cled twaddle will soon 
vanish from the shelves 
are killed off by the ap- 
pearance of Wess Roberts' 
LeadersJnp Secrets of Attila 
the Hun, a book so badly 
written one suspects that 

Attila himself had a hand 
in it. Very little is known 

about Attila, but Roberts ac- 
tually seems to know less. A 

vice president for human re- 
sources at Fireman's Fund, Rob- 

erts figures that since we can't be 
sure that Attila didn't used to sit 

around the campfire giving motiva- 
tional talks like Tom Peters, there's 
no reason to believe that he didn't. So 
his book gives us an avuncular old 
Attila firing off zingers like "Huns 
who appear to be busy are not always 
working," and "Being a leader of the 
Huns is often a lonely job." 

That's because everybody else was 
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already dead. When last heard from, 
the Scourge of God was raping and 
pillaging his way across Europe. But 
the Attila that the revisionist Roberts 
has reconstructed is a diplomat, an 
expert communicator, a snappy dress- 
er and, except for the unorthodox hair 
style, the spitting image of Ross Perot. 

"Attila's legacy is generally unfa- 
miliar to us," writes Roberts. "We are 
naive about his historical importance 
as a genius civilizer, his open-minded- 
ness and richness of views, in all of 

which he far exceeded Alexander the 
Great or Caesar." 

If Attila was a civilizer, so were 
Adolf Hitler, Joe Stalin and Pol Pot. 

Many of the author's "Attilaisms" 
read like something out of Monty Py- 
thon: "Our songs, dances, games, jests 
and celebrations must always remain 
steadfast as propitious opportunity to 
renew our allegiance and identity as 
Huns." And, like all bad writers, Rob- 
erts can work an exclamation point 
until it cries "Uncle": "He would not 

be distracted from his ambitions! He 
would reorganize his armies! Intro- 
duce new customs to his nation! The 
Huns would rise again! There would 
be another day!" Oy vey! 

Is there any consolation to be taken 
from all this? Yes, the behavior of the 
publishing world throughout the saga 
of Attila has generally been exempla- 
ry. Seventeen publishers tried hard 
not to publish this turkey. But seven- 
teen publishers are obviously no 
match for one Ross Perot. ■ 

At Mazda's plant near Detroit, some work- 
ers say the pace is too hard and their union 
too soft. Their discontent bears watching. 

Constant 
improvement? 
Or speedup? 

Mazcia production line in Flat Rock, Mich 
The tradeoff is efficiency JOT job security. 

Piicr ^ JIC haurc Group 

By Jerry FHot 

T|HF: 

"Le 
says the Fren 

17 varie- 
K hman 
ired  by 

Let me give my lecture on kaizen," 
says the lapanese. 

"Eat me first," says the Yank. "I 
can't stand to hear another word 
about kaizen." 

Among those who would improve 
American productivity and quality by 
following a Japanese model, kaizen— 
onstant improvement—is the rage. It 

now coexists with notions of worker 
teams and union-company coopera- 
tion instead of confrontation. 

This sounds good and undoubtedly 
is. But strange noises are coming from 
the factory floors, complaints that 
constant improvement really means 
constant speedup and that union lead- 
ers who don't fight it are sellouts. The 
strength of these rebellious thoughts 
will soon be tested at Mazda's plant at 
Flat Rock, Mich., near Detroit. 

The plant, which builds sport 
coupes for the Japanese automaker 
and Ford, went into production in 
September 1987 and employs 3,100. 
Local 3000 of the United Auto Work- 
ers represents the workers, but the 
contract the union signed to lure Maz- 
da is perhaps the most concession- 
ary—or progressive, depending on the 
view—in the auto industry. 

With just two worker classifica- 
tions—production and mainte- 
nance—Mazda enjoys a flexibility in 
moving people around for efficiency 
not available to most other U.S. 
automakers. The UAW also surren- 
dered its traditional right to strike 
over health and safety during the 
contract, crippling its leverage. The 
pact permits a permanent corps of 
temporary workers and allows non- 
UAW subcontractors to handle a vari- 
ety of jobs within the plant, an im- 
portant cost-saver unheard of in tra- 
ditional UAW contracts. 

The tradeoff is security. Mazda 
pledges to pay 80% of regular work- 
ers' pay during layoffs, which, in ef- 
fect, is a pledge against layoffs. In a 
slump, the temporary and subcon- 
tract workers could be laid off and 
those jobs taken by the full-time pro- 
duction/maintenance workers. That's 
little help in the macroeconomic 
sense, but it sure takes care of those 
who vote in the union election. 

Among the rank and file, some 
charge that Madza's idea of kaizen 
pushes the workers too far and that 
the union isn't defending them. Phil- 
lip Keeling, 34, a skilled worker at the 
plant, who is leading a slate aiming to 
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oust the establishment leadership of 
Local 3000 in an Apr. 18 vote, ex- 
plains Mazda's kaizen this way: 

"They have 80% to 90% of the 
parts, the resources, the manpower, to 
do the job. Everyone is stretched to 
the maximum. We are building 1,000 
good cars a day, an incredible effort. 
But if we learn to do it with 90%, they 
go to 80%. They take away another 
person, they take away another part," 
meaning the constant pressure on 
people and inventories is part of the 
Mazda system. 

The present UAW local leadership is 
committed to defending the contract 
and the policy of cooperation with 
management. But Bill Judson, the 
president of the UAW local, and Reel- 
ing's opponent in the fight for presi- 
dent, is not too far away from Keeling 
in describing the system, as when he 
explains "line balancing," which goes 
along with kaizen. 

"Say you have four people in a 
group, one working at 70%, the others 
at 90%. You try and balance it so they 
are all at 85%," says Judson. Then he 
creates another example that makes 
the listener think: "If you have one 
working at 40%, and the others at 
80%, you try to balance it at 90% and 
eliminate one individual." Think no 

Andrew Sacks 

UAW Local 3000's Phillip Keeling 
Productivity is not the issue. 

union would buy such arithmetic? 
Remember, times have changed. The 
union accepts this because there are 
no layoffs. 

All in all, neither Judson nor Keel- 
ing is keen for confrontation. Says 
Judson: "We need a hybrid, the best of 

Japan, the best of Detroit. As much as 
I dislike having to talk of being com- 
petitive, it's a fact of life." Says Keel- 
ing: "We're not opposed to productivi- 
ty increases or quality. It's nice to 
work in a plant when your neighbor 
doesn't come by complaining about 
the cars you've built." 

Still, the upcoming UAW election in 
Flat Rock bears watching. Similar is- 
sues are popping up in plant elections 
across the Midwest, with loose ties 
forming among the rebels, who have 
styled their movement "New Direc- 
tions." UAW leadership doesn't look at 
this as a sometimes-we-win, some- 
times-you-win game. Union democra- 
cy is something like corporate democ- 
racy: Internal debate is allowed 
among managers, but once decisions 
are made, everyone must climb on 
board. Beyond that point, dissidents 
are to be crushed or co-opted. 

Mazda takes the position that the 
upcoming election is purely an inter- 
nal union political fight. But it's a 
fight with important consequences. 
For now the odds are against Keeling 
and his fellow rebels, but there is a 
chance that if they win or run a strong 
race, Mazda and other automakers 
might be on the conceding end them- 
selves in the next contract. ■ 

Dad built toy trains. Louis Marx Jr. is into 
the real thing: His Prospect Group has just 
bought the Illinois Central Railroad. 

An LBO outfit 
that goes for 
the long pull 

By Marcia Berss 

WHEN   WE   LAST   visited   Louis 
H   Ir.   (FORBES,   Feb   27, 

he was mining for ura- 
i with joint venture 

bide    The   deal, 
■ bust: "We 

made the st in 
the U.S.' ine— 
whenura mid]. 
Now it's $12 
had taken a (.' Id've 

been a great investment." 
Marx was disappointed but scarcely 

broke. The money man hit it big in 
1976 when he sold Pan Ocean Oil— 
started in 1969 with $16 million—to 
Marathon Oil for $260 million. In the 
early 1980s he did well in venture 
capital. 

Thus, among people in the know, 
Louis   Marx   Jr.'s   reputation   as   a 
shrewd dealmaker and investor has 
survived the uranium fiasco. What's 

doing now?   Leveraged buyouts, 

what else? His father, toy mogul Lou- 
is Marx, made his fortune in kids' 
trains. The son, 57, prefers the real 
thing. In March Marx and his firm, 
publicly held Prospect Group (Marx 
owns 10% of the stock), bought the 
Illinois Central Railroad for $435 mil- 
lion. Prospect is an unusual animal. 
Most buyouts are done by private 
firms or partnerships. But Prospect is 
a public company, with 8,000 share- 
holders and $314 million in capital. 
Its stock trades over-the-counter. 

The ic deal demonstrates Pros- 
pect's technique for doing leveraged 
buyouts. Unlike most buyout firms, 
which try to put as little equity as 
possible into a deal (usually 10%), 
Prospect injects 15% to 20% cash to 
give the company room not only to 
meet its debt service but also to ex- 
pand if necessary. In this sense, his 
LBOS aren't milking deals, but busi- 
ness deals. 

Marx does not try to convince in- 
vestors that there are any "synergies" 
among Prospect's holdings. These 
range from child day care centers and 
cheerleader uniform manufacturing 
to Girl Scout cookies and cutlery. The 
only synergy lies in the business and 
financial expertise Marx and his aides 
can bring to a new situation. 

For example, Prospect owns 58% of 
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Financier Louis Marx Jr. and his golden retriever, Beau 
"One wants to see the stock do well, but the real indicator is our book value.' 

Forschner Group, the exclusive U.S. 
distributor of Swiss Army knives. Af- 
ter learning at Forschner how to im- 
port high-quality items and cope with 
foreign exchange risk, Marx is pursu- 
ing Brinkmann Instruments, a $77 
million (sales) distributor of German 
scientific instruments. Not synergy 
exactly, but transferable experience. 

And now, railroads. Prior to taking 
on the troubled Illinois Central (1988 
revenues, $556 million), Prospect had 
learned about railroads by creating 
one. In 1986 it bought 414 miles of 
track in Louisiana and Mississippi 
from ic for $123.5 million and devel- 
oped an operating company by cold- 
calling customers and providing on- 
time service. In 1987 Prospect distrib- 
uted the MidSouth Railroad stock to 
its shareholders. Today the railroad 
has a market value of $97.6 million— 
a nice return on a $20 million cash 
investment. 

Prospect had tried to buy the Illi- 
Central from ic Industries in 

Talks stalled, but in January, 
ies spun off the rail- 

iareholders, Prospect made 
aove. Pr id S20 per share 

I ent public 
$15 and 

then go; >> t have 
brought in 
Prospect Pi 
No others en 
ic, putting SSO mi lit 

In shutting out potential rivals, 
Prospect was determined not to re- 
peat its failure in two takeover at- 
tempts in 1988. It lost both a $150 
million offer for auto parts maker Fac- 
et Enterprises, ultimately bought by 
oil company Pennzoil, and its $525 
million bid for retailer Best Products, 
bought by LBO firm Adler & Shaykin. 
Prospect banked $40 million in prof- 
its on those deals but feels it lost 
opportunities. Those setbacks, says 
Prospect Chairman Wallace McDow- 
ell, "were a factor in how we ap- 
proached the ic. We didn't get in- 
volved to lose." 

What can Prospect possibly see in 
the ic? On its key Chicago-New Or- 
leans line, the railroad parallels the 
Mississippi River, forcing it to com- 
pete with less expensive barges 
(FORBES, Dec 12, 1988). Moreover, the 
ic has already undergone big cost-cut- 
ting, making further reductions diffi- 
cult. Labor costs are now down to 
29% of revenues from 40% in 1983, 
versus 35% to 40% at other railroads. 

But Prospect sees room for growth. 
McDowell, Marx' top aide, notes that 
ic's carloads are up even without ben- 
efit of last summer's drought (which 
diverted barge traffic from the Missis- 
sippi) and Prospect has much experi- 
ence with ic shippers and unions via 
its ownership of MidSouth. It feels 
that the old parent company was 
more interested in its food business 

than in railroading and didn't try as 
hard as it might have. 

While Marx and McDowell will 
have their hands full running a large 
railroad, they are still looking for 
deals. Even after the ic purchase, 
Prospect still has $100 million of cash 
on hand for more shopping. 

Why is Prospect public? Marx has 
access to plenty of private money. In 
addition to his own wealth, he is a 
longtime investing partner with boy- 
hood friend and financier Dan Luikin. 
(Marx helped bankroll Lufkin in 
founding investment firm Donaldson, 
Lufkin & Jenrette.) One reason is that 
being a public company gives Pros- 
pect a flexibility that many LBO out- 
fits lack. "We can use our stock to buy 
companies if interest rates shift dra- 
matically," says Marx. Most LBO 
firms wouldn't want to do this; they 
prefer maximum leverage from bor- 
rowed money. But, as a cautious play- 
er, Marx sees nothing wrong with us- 
ing an amount of equity that rivals 
might consider excessive. 

How is the stock doing? Not great. 
It is now at $9, versus a book value of 
$10—meaning that the market puts 
no premium at all on Prospect's deal- 
making abilities. Marx isn't dis- 
mayed: "One always wants to see the 
stock do well, but the real indicator, 
in the long run, is our book value," 
which is $222.6 million, up 60% from 
1987. ■ 
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You cant make money in farming? How 
then did J. G. Boswell II build the biggest, 
most advanced and most prosperous agri- 
culture operation in the U.S.? 

"Let the growth 
come by itself" 

By Ralph King Jr. 

The best farmer.. - rica. 
" with bis father, James (,  II 

AT 25, James G. Boswell II was 
your typical young man adrift, 

b with not the slightest notion 
of what he wanted to do with his life. 
He was a Stanford graduate and well 
off: His father, "Mr. Bill," and uncle, 
James G. (the Colonel), after whom he 
was named, had, since going into 
business together in 1924, established 
a pretty fair-size farming and cattle 
feedlot operation around Corcoran, in 
California's San Joaquin Valley, and 
in Arizona, outside Phoenix. 

But J.G. II had his family worried. 
He had no interest in farming or 
ranching. "I never wanted to work for 
the company," he says. He was savor- 
ing the rougher side of life, working in 
a south San Francisco meatpacking 
plant, hauling bloody sides of beef by 
day and playing the horses in the eve- 
ning. J.G. II had finished four undis- 
tinguished years as an economics ma- 
jor ("I got a lousy education") at Stan- 
ford, interrupted by a stint flying 
reconnaissance planes in the Pacific 
during World War II. 

But then Mr. Bill called one after- 
noon. "Said he needed me for three 
months as a favor," as J.G. II recalls, 
"to straighten out the Arizona feed- 
lot." It was 1948, and though he didn't 
realize it at the time, James Boswell II 
had joined the family business for 
good. He punched cows, lost two fin- 
gers on his right hand in a roping 
accident early one morning, and kept 
the feedlot humming. 

So much so that when the Colonel 
died suddenly with no natural heirs in 
1952, J.G's aunt, Ruth, the willful 
daughter of land baron and Los Angeles 
Times publisher Harry Chandler, 
called him back to take complete 
charge of J.G. Boswell Co. 

The Boswell company had already 
amassed 60,000 acres, even though it 
functioned mainly as a middleman 
between cotton growers and the mar- 
ket. Starting as a cotton merchant, the 
firm had moved into cotton ginning, 
cottonseed oil milling and farm lend- 
ing. Raising cotton was merely a way 
to keep the gin and the oil mill em- 
ployed. But young Boswell quickly re- 
alized that the company's return on 
capital would improve only if it be- 
came a self-sustaining integrated cot- 
ton producer. 

Today, for 160,000 treeless acres— 
more than 250 square miles, four 
times the size of the District of Co- 
lumbia—the J.G. Boswell Co. sur- 
rounds the tiny town of Corcoran, 
Calif, (pop. 7,775) like the sea. It is the 
largest, most profitable, most techni- 
cally advanced cotton farm  in the 
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world. The soil is leveled by laser- 
guidcd scrapers so that it drops no 
more than a single foot in each mile. 
Mammoth $350,000 tractors drag 
gangs of discs that churn the earth in 
40-foot swaths. The land is scientifi- 
cally irrigated by special high-volume 
pumps invented by J.G. Boswell engi- 
neers and soaked by water that has 
flowed through more than 1,000 
miles of private canals from the Sierra 
Nevada mountains. 

James Boswell II has over the last 40 
years built and still controls an enter- 
prise estimated to be worth more than 
$500 million. He has also changed the 
cotton business. "J.G. did more tor 
farming cotton than anyone," says 
Duke Kimbrell, chairman of Parkdale 
Mills in Gastoma, N.C. and a custom- 
er for Boswell's premium-grade Dia- 
mond B long-fiber cotton for more 
than 20 years, Adds Howard Cooley, 
president of lockey International, an- 
othei prime customer, "Boswell is 

ipared to what we see in 

.it this king of cotton 
ingest grower of 
ad   seed   alfalfa, 

li   "st certainly 
iul, since 
dia in 20 

ilcs. 

., but 

tanned and rugged. He talked to 
FORBES at his unimposing four-bed- 
room home in Sun Valley, where he 
has lived since 1986 with Rosalind, 
his wile of 41 years. Despite Boswell's 
considerable wealth, he is relentlessly 
down-home, driving a beat-up Nissan 
pickup and dressing generally in worn 
cords, hiking boots and faded flannel 
shirts. He chops his own firewood and 
cross-country skis three hours at a 
stretch, antidotes to career "burn- 
out," as he puts it. 

At 66, J.G. II is cutting back on his 
workload. He has left the boards of 
General Electric and Safeway but still 
serves on Security Pacific's. He re- 
mains chairman of J.G. Boswell Co., 
but his 36-year-old son, James W., 
runs the $200 million (fiscal 1989 rev- 
enues) tirm. His other children, two 
daughters, Lorraine and Jody, are not 
in the family business. 

J.G. II serves up homilies: "Mr. Bill 
used to say, 'Get the water, and the 
land will come to you.' " In the early 
days, the Corcoran area actually suf- 
fered from too much water—most of 
the Boswell farmlands are lake beds 
that used to fill during big floods. 
Once, after a flood, Mr. Bill agreed to 
buy a lake and promptly sold the wa- 
ter to another farmer to raise the mon- 
ey for the purchase, but he shrewdly 
retained the rights to future water 
that would naturally flow to it. 

High-speed irrigation pumps, cotton pickers, automated cotton gins and (below ) Diamond B bales ready for shipping 
"Farming is no different than manufacturing." 

Five vast parcels, most with similar 
water rights, were offered to J.G. II 
within a few years after he took over 
the company. Protecting those rights, 
in court and in political campaigns, 
has cost the company millions of dol- 
lars over the years. "Water rights are 
like democracy," he says. "Once you 
have them you spend a lifetime de- 
fending them." As the big Sierra rivers 
were gradually dammed, the threat of. 
flooding lessened, the rights became 
more valuable, and the wondrous ef- 
fects of irrigation on cotton turned 
the San Joaquin Valley into cotton 
heaven. 

From the start he showed a finely 
honed business sense. "Farming's no 
different than manufacturing," says 
Boswell. "Since we had no control 
over price, the U.S. government in 
effect sets that, all we could do was 
lower costs or improve yields at the 
same cost. We had no alternative. We 
had to be the best at growing cotton 
and a few complementary crops. We 
concentrated our efforts." 

That single-mindedncss spawned a 
simple strategy: Apply the compo- 
nents of large-scale manufacturing— 
automation wherever possible, as- 
sured raw material supply, extensive 
research—to crop production. 

The Boswell company put up much 
of the capital to build tbe first mecha- 
nized cotton picker, and bought the 
first 50 pickers International Harvest- 
er made. For years 5,000 migrant la- 
borers arrived in Corcoran at harvest 
time and lived in a tent city. Today a 
mere 100 drivers bring in the crop. 

More recently, Boswell technicians 
invented a portable pump, called a 
"moon buggy," that requires one 
man-day of labor to irrigate one 
square mile instead of 30 man-days 
using conventional equipment. 

1 lcld operations resemble a mili- 
tary assault, with up to ten giant ma- 
chines moving in formation across a 
field. Scheduling is a Boswell religion. 
Each field hand and piece of equip- 
ment follows a rigorous timetable to 
stay in constant motion. 

The company runs a variety of re- 
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search programs and has sunk $10 
million into a small genetic engineer- 
ing firm it owns along with Swiss 
chemical maker Ciba-Geigy Ltd. The 
next big potential breakthroughs: cot- 
ton plants that are pest-resistant, to 
eliminate the need for most pesti- 
cides, and plants that are not harmed 
by mild herbicides, to reduce weeding 
and toxic spraying. Such innovations 
promise lower costs and higher yields. 

The San Joaquin Valley is a world 
leader in farm productivity largely be- 
cause of huge state and federal irriga- 
tion projects, its fertile soil and pre- 
dictable climate. Here it costs an aver- 
age 63 cents to grow one pound of 
cotton. For Boswell, just 40 cents. 
Statewide yields average 1,100 
pounds per acre. Boswell's average, at 
1,250 pounds, is well over twice the 
national rate. 

The company applied itself with 
similar success to marketing. Boswell 
cotton is sought by the fussiest of 
mills. It is spun into such products as 
Jockey underwear, Fieldcrest towels 
and L.L. Bean shirts. Its fiber is too 
fine and long for mere denim. As a 
result, the Boswell company has built 
the only true brand name in cotton, 
like Frank Perdue and chicken. Bos- 
well Diamond B bales are sealed in a 
heavy clear plastic, while much other 
cotton is still wrapped in jute. Jute 
absorbs moisture, which means the 
bale may gain weight and thus cost 
more upon delivery. 

Says Jockey's Howard Cooley, 
"Boswell delivers even better than 
what you buy. We don't even have to 
check it." Big mill owners, such as 
Jockey, will pay extra for uniform 
quality in large quantity because 
there are fewer costly adjustments of 
equipment. Boswell cotton fetches a 
penny a pound more than that of rival 
Calcot Ltd., a giant California mar- 
keting cooperative, a dime more than 
average U.S. cotton. 

Boswell has been blessed by the 
long upward trend in world cotton 
consumption—currently 83 million 
bales, more than triple the 1945 lev- 
el—but for the company, as for most 
U.S. farmers, the 1980s have been un- 
usually tumultuous. Farmers have 
strugj mly  against  worldwide 

th< once-strong U.S. dollar, 
imodity prices, and the 

i easy farm credit 
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in} of natu- 
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D 1978 
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margins typically above 10% and its 
return on assets double the national 
farm average, but not without drastic 
measures. In late 1985 J.G. II cut his 
payroll sharply by offering all 600 of 
his salaried employees early retire- 
ment. About half accepted. "I hated to 
do it," he recalls. "I saw nothing but 
losses." 

Government subsidy programs con- 
tributed mightily to the crisis, accord- 
ing to Boswell, who has for the most 
part elected not to participate in 
them. "We have this huge bunch of 
captive competitors who shouldn't be 
in the business at all." The solution? 
Phase them out entirely, he says. 
"Look, I'm a Jeffersonian. You have to 
have a viable rural economy. But 
there's a limit. You can't entice peo- 

/ G Boswell II at age 2 
Farming was in the blood. 

pie into a business that is uneconomic 
for them and expect to keep them on 
the government dole forever." 

Where will J.G. Boswell Co. go from 
here? )ust as the company's future 
was in J.G. Boswell IPs hands four 
decades a>;o, it is now in his son's. J.G. 
II refers our question to his son, James 
W., who is ehiet executive and occu- 
pies dad's corner otiiee in a downtown 
Los Angeles high rise. Husky and a 
head taller than his father, he seems 
cut from the same character mold. He 
answers: 

"There's a lot of satisfaction in 
planting seed and watching it grow. 
Farming is in my blood," he says, not- 
ing with pride that he drove equip- 
ment in the fields tor two years betore 
getting an undergraduate degree in 
business from Cal Poly San Luis Obis- 
po. "I'd much rather hand it on to the 

next generation than cash it out, 
though we've always said that every- 
thing is for sale at the right price." He 
has four children, ages 3 to 12, one of 
whom may well take over someday. 

Last year the right price was offered 
for the company's 50,000-acre cotton 
operation in Australia by billionaire 
Kerry Packer. He paid $56 million, 
about twice book value, ending a 25- 
year chapter during which the compa- 
ny built that nation's cotton industry 
virtually from scratch. 

And the Boswells are well aware 
that farmland is a lot more valuable 
when converted for development. The 
Sun City retirement community, near 
Phoenix, now stands on what was the 
firm's 20,000-acre holding. In a 49% 
partnership with Del Webb Corp. over 
25 years, Boswell realized an $80 mil- 
lion gain and learned the development 
business. Today 10% of its pretax prof- 
its comes from real estate joint ven- 
tures, including a 3,000-acre mixed- 
use project near San Diego. In this 
case, Boswell provided debt financing 
and will get 80% of the profits. 

J.G. Boswell Co. is a private, closely 
held firm. Directly and through a 
charitable foundation, J.G. IPs imme- 
diate family controls nearly half the 
200,000 shares. Only about 20% is in 
nonfamily hands. The company has 
never missed a dividend, most recent- 
ly paying a 5.5% yield. Not long ago it 
bought back a small number of shares 
at $900 apiece. 

Is that what it's worth? FORBES esti- 
mates that at a current $2,000 per 
acre, plus its gins, seed oil mills and 
other equipment and investments, it 
could fetch $500 million—$2,500 a 
share. But that's not all. In time Bos- 
well's water rights may be the far larg- 
er pearl, given the scarcity of water 
and the unrelenting growth of south- 
ern California cities. Certain munici- 
palites in the West are already paying 
up to $3,000 for permanent rights to 1 
acre-foot (roughly what a family of 
tive uses in one year). At that rate, 
Boswell's 300,000 acre-feet are worth 
in theory more than twice the indicat- 
ed value of the land. 

In our talk with J.G II, we put a final 
question: What was the philosophy 
on which he built his great operation? 
He thought for a moment and said: "I 
don't believe in growth for its own 
sake." Sipping from a glass of Jack 
Daniels by a cozy fire, he continued: 
"If that's your policy, pretty soon your 
people are overreaching and you're 
tmever having to put out brushfires. 
The best policy is to let growth come 
by itself." Good advice for some of 
today's young people in too much of a 
hurry. ■ 
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Taxing Matters 
Edited by Laura Saunders 

In closing one corporate tax loophole, the 
IRS opened a much larger one that will 
save taxpayers a bundle. Why? 

"It's the right 
thing to do" 

T|HE ODDEST THING happened at 
IRS headquarters in Washington 

recently. The agency issued a 
ruling that will allow corporate tax- 
payers involved in interest rate swaps 
to escape hundreds of millions of dol- 
lars in taxes. The IRS did this, accord- 
ing to tax experts outside the IRS, even 
though it may thereby impair one of 
its most cherished legal doctrines and 
even though it had plenty of legal 
justification for doing the opposite. 
Strangest of all, when asked for an 
explanation, an IRS official declared 
solemnly, "Because it was the right 
thing to do." 

Has a kinder, gentler spirit suddenly 
possessed the folks at 11 th and Consti- 
tution Avenue? Did the budget deficit 
disappear? Has the millennium come- 

None of the above, which is what 
makes this inci- 
dent so curious— 
and perhaps un- 
finished. "Frank- 
ly, I'd be pleasantly surprised if they 
allowed this position to stand," says 
Leon Nad, a tax expert now teaching 
at Fordham. 

The ruling in question appears in 
Notice 89-21, released in February. 
Most interest rate swaps today arc in 
effect a form of insurance. Companies 
are leery of the floating rate debt that 
is standard issue in financial markets. 
To protect against wild interest rate 

tp their floating rate 
'".d pay an upfront 
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argued for immediate taxability of 
prepaid income. If a dance studio col- 
lects for two years of lessons up front, 
the entire sum is taxable now. From 
this sum the studio can deduct this 
year's outlays for rent and salaries, 
but it can't deduct any allowance for 
expenses expected next year. 

Indeed, the government has pur- 
sued this line of tax aggression to an 
illogical extreme. If Acme Co. pays 
XYZ Insurance Co. $1 million up front 
for three years of fire insurance, XYZ 
must book the entire premium now, 
yet Acme must deduct the cost of the 
premium over three years. The same 
result occurs when Acme prepays sev- 
eral years' rent. So jealously has the 

IRS guarded this principle that taxpay- 
ers have had to go to Congress for 
exceptions, such as the one allowing 
magazine publishers to book income 
from subscriptions over the period 
they're in effect. 

So here's the shocker: In Notice 89- 
21 the IRS allows income from swaps 
to be spread and taxed over the life of 
the contract. "Before this notice," 
says Shearson Lehman Hutton tax ex- 
pert Robert Willens, "I would have 
strongly advised clients to pay tax on 
the premiums when they were paid. 
Now they can defer the income." 

The new rule requires the borrowers 
paying the swap premium, of course, to 
spread their deductions over the life of 
the contract, as they do now. 

This is wonderful news for the swap 
markets, now more than $300 billion 

(principal value) outstanding and 
growing rapidly. It's less wonderful 
for the U.S. Treasury, which could see 
$750 million or so of tax collections 
indefinitely deferred. (Today's swap- 
pers pay less tax now and more in 
later years. Next year's swappers pay 
less next year and more later. The net 
effect is primarily a one-time drop in 
tax collections.) 

At the same time that the new rule 
is good for most swap borrowers, it is 
bad news for a small subgroup. These 
are firms using swaps to push income 
artificially from later years into an 
earlier year. Ordinarily, that's just the 
opposite of what a taxpayer wants to 
do, but it can save money for certain 
corporations with foreign income or 
with tax-loss carryforwards that are 
about to expire. For example, a merger 
target with an unused loss carryfor- 
ward makes a swap that carries an 
abnormally high fixed rate of interest. 
As compensation, it is paid a huge 
premium up front that soaks up the 
carryforward. That swap bonus is 
then offset by artificially high—and 
deductible—interest in later years. 
Net effect: artifically high income the 
first year, artificially depressed in- 
come in later years. The acquiring 
company thus circumvents rules re- 
stricting loss carryforwards in merged 
companies. 

Could the IRS have outlawed these 
merger games while retaining its 
harsh tax-it-now attitude toward oth- 

er interest rate swaps? 
Yes, says Shearson's 
Willens. The Internal 
Revenue's uncharac- 
teristic mercy took the 
experts by surprise. 

Yet IRS officials in- 
volved in the decision 
say they knew what 
they were doing. "It 

was briefed all the way up and exten- 
sively discussed," says one. What 
about a string of court precedents, in- 
volving automobile clubs and a dance 
studio? "We think [swaps] are suffi- 
ciently distinct that what is appropri- 
ate for them is not appropriate for 
dance lessons," he says. 

This is all the more odd, given the 
IRS' recent penchant for taking posi- 
tions that raise revenue whether or 
not those positions are legally sound. 
Several times in this decade the IRS 
has had no qualms about getting Con- 
gress to change tax law after losing a 
case in court. 

And who knows where this will 
end? "If swaps are entitled to sym- 
metrical tax treatment, maybe lots of 
transactions are," says Willens, hope- 
fully. It could happen.—L.S. 

104 FORBES, APRIL 17, 1989 



Marks and Spencer p.l.c. 

has acquired 

Kings Super Markets Inc. 

Morgan Guaranty assisted 

Marks and Spencer p.l.c. in this transaction 

JPMorgan 

JPMorgan 

C I9BVJ.R Mofpjn 4 Co. Incofponc-d 



mm 

" 

- 

i 

r'/'" | 
■■ i 

Maybe ^ half-million Egyptians poured 
their life savings into Islamic investment 
companies promising annual returns of 
up to 36%. Guess what happened. 

Pyramid scheme 

By William P. Barrett 

UNLESS YOU'RE fresh out of a 
long coma, you're aware of the 
big problems in the U.S. sav- 

ings and loan industry. But you proba- 
bly haven't heard much about a simi- 
lar crisis still unfolding in Egypt— 
only worse. An estimated half-mil- 
lion Egyptians have lost most of their 
life savings in the spectacular collapse 
a few months ago of a series of finan- 

*utions called Islamic invest- 
ties. 

e bust include fraud, 
bad i ernment reg- 
ulati \stors who believed 

■ fol nothing. 
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the country's gross national product. 
The Egyptian losses, which experts 
say have helped trigger a nationwide 
recession, easily could top $3 bil- 
lion—a staggering 15% of GNP. This 
in a country of 50 million with a year- 
ly per capita income of only $720. 

Islamic investment companies 
were set up in accordance with the 
Koran, Islam's holiest book, which 
prohibits fixed interest. Depositors re- 
ceived dividends pegged to profits, of- 
ten expressed as a percent of invest- 
ment. The companies tended to own 
or invest in startup enterprises and 
property. However, a fuzzy legal sta- 
tus made depositor rights unclear. 

Not exactly the place, therefore, to 
park all of one's life savings. Yet that's 
precisely what poured in, starting in 
the mid-1980s, from many of the mil- 
lions   of   Egyptians   suddenly   flush 

Sieve Johnson 

from Persian Gulf oilfield jobs. 
The most notorious of the Islamic 

fund operators were the Abdul-Fattah 
boys, who, it turns out, make some of 
the yahoos running Texas S&LS look 
like librarians. According to pub- 
lished accounts, Ahmed Abdul-Fattah 
was a former egg and perfume peddler 
who moved into black-market money 
changing. Older brother Fathi was 
once a $1.43-a-day laborer who devel- 
oped a fondness for drugs. Their fa- 
ther, Tewfik, less active in the busi- 
ness, had been a meat merchant spe- 
cializing in intestines. 

If nothing else, the Abdul-Fattahs 
were clever marketers. Early on they 
spotted a growing fundamentalist 
feeling among Egyptians, along with 
unhappiness about low commercial 
bank interest rates and high inflation. 
So family members grew beards, a 
sign of religious piety, donned tradi- 
tional garb and launched their compa- 
ny, based in a shabby office building 
on Pyramids Road in Giza. They 
named the business Al-Rayyan, after 
one of Islam's heavenly gates. To 
heighten the appeal to Egypt's 90%- 
Moslem population, the family hired 
a religious sheikh as a front. 

Much of Al-Rayyan's early income 
came from combining black-market 
currency trading in Egypt with the 
traditional money-changer function 
of remitting funds from Egyptians 
working in the Persian Gulf to family 
members back home. That $3-billion- 
a-year business—a sort of Arab West- 
ern Union—was long dominated by 
Saudi Arabia's Al-Rajhi family 
(FORBES,/M/V.?5, 1988). But Al-Rayyan 
picked off a healthy share by offering 
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its services to every village in Egypt. 
Al-Rajhi, in contrast, worked through 
banks situated in the bigger cities. 

Al-Rayyan then said it would pay a 
dividend of 2% a month—24% a 
year—for money left on deposit. That 
was far above both the commercial 
bank rate and the rate of inflation, but 
below the 36% rate offered by at least 
one other company. They all down- 
played the distinction between inter- 
est and dividends, the element of risk 
and the potential for loss of principal. 

Propelled by extensive advertising 
on the state-owned television system, 
Al-Rayyan quickly became the largest 
Islamic investment company of them 
all, with deposits totaling perhaps 
$1.5 billion. Al-Rayyan even drew 
money from the minority Coptic 
Christian community. Egyptians of 
all stripes were placing amazing faith 
in an enterprise that didn't publish 
financial statements, didn't hold an- 
nual meetings and, it turned out, 
didn't keep any books. 

There was a "blessings list" of well- 
placed individuals in the government, 
the police and the armed forces who 
got more than 24% from Al-Rayyan— 
some up to 100%. To keep the media 
at bay, Al-Rayyan gave printing con- 
tracts to big newspapers. 

A small amount of Al-Rayyan's 
money went into high-visibility proj- 
ects—a cattle farm, a string of jewelry 
stores, a day care center. But authori- 
ties now say the bulk of the funds was 
used for extremely high risk currency 
and commodity speculation—at 
which no one at Al-Rayyan had any 
real experience. Worse, they say that a 
lot of the deposits were simply squan- 
dered by the Abdul-Fattahs on vices 
and possibly salted away in personal 
foreign bank accounts. 

Of course, a 24% annual payout 
was unsustainable over time, particu- 
larly by this crew. So how did family 
members keep it going for nearly a 
half-decade? At least toward the end, 
it appears they simply paid dividends 
out of new deposits. In short, a Ponzi 
scheme. Thus, in the land of the pyra- 
mids, Al-Rayyan became the biggest 
pyramid of them all—dependent on 
fresh deposits. 

Where was the government? Large- 
'ecp. Islamic investment compa- 
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Meanwhile, strains appeared with- 
in the Abdul-Fattah family. In a bid to 
protect his fortune, Fathi transferred 
$12 million into his wife's name and 
obtained a divorce he thought would 
be a sham. She promptly married 
someone else, kept the money and 
stayed away from Fathi. In a separate 
power struggle, Ahmed replaced Fathi 
as board chairman. 

This pyramid collapsed slowly. In 
1986 rumors that Al-Rayyan took a 
$200 million hit on the London gold 
market swept Egypt. A mid-1987 de- 
valuation of the Egyptian pound effec- 
tively ended the lucrative black-mar- 
ket money operations, followed by a 
significant loss in the October 1987 
stock market crash. 

Regulators no longer could keep 
their eyes shut. Last summer the gov- 
ernment enacted long overdue rules 
requiring the 200 or so Islamic compa- 
nies to maintain a capital-to-deposit 
ratio of 10%, channel their fund ac- 
counts through commercial banks 
and publish audited financial state- 
ments. Only a handful could comply. 

The rest, including Al-Rayyan, 
crashed by late November. 

The brothers? Fathi, 43, had died a 
few weeks earlier of a drug overdose— 
mysteriously received while in a hos- 
pital. A defiant Ahmed, blaming gov- 
ernment interference, was jailed 
pending investigation—joining an- 
other brother already convicted of vi- 
olating import regulations. 

And the depositors? Surprisingly, 
many blame their government more 
than Al-Rayyan—after all, state- 
owned media carried the ads—but so 
far the political fallout seems to have 
been minimal. That could change 
when authorities, apparently unsuc- 
cessful so far in their search for siz- 
able foreign assets, announce how lit- 
tle money depositors will get back. 
Few bankers expect more than 10 
cents on the dollar. 

In this tale of two countries, one big 
difference emerges. In the U.S., failed 
sSu. owners merely move to other 
jobs. In Egypt, Ahmed Abdul-Fattah 
was just sentenced to 23 years in pris- 
on. At hard labor. ■ 

Fred Carr and his First Executive Corp. are 
taking a lot of heat these days. Old Fred has 
never minded a bit of heat. 

Staying in 
the kitchen 

By John Beins 

T| HESE ARE NOT happy days for 
Fred Carr and his Los Angeles- 

based First Executive Corp., 
once the hottest thing in life insur- 
ance companies. Publicity over First 
Executive's giant stash of high-yield 
bonds is cutting into sales of the com- 
pany's investment-oriented life insur- 
ance products. First Executive's beat- 
en-down stock has even attracted a 
corporate raider, oil heiress Caroline 
Hunt's Rosewood Financial Partners. 

But Fred Carr, First Executive's 
chief executive since 1974, takes the 
heat and stays in the kitchen. Certain- 
ly he has had some experience with 

heat. Carr managed the hot-stock En- 
terprise Fund to dizzying highs in the 
late 1960s before the fund crashed 
when the market turned down. He 
alienated insurance industry regula- 
tors and competitors by building First 
Executive through aggressive sales of 
single-premium annuities and whole 
life policies, pushing investment val- 
ue over death benefits. To pay high 
interest rates on his policies, he in- 
vested heavily in junk bonds, becom- 
ing one of Drexel Burnham Lambert's 
best customers. 

When he took the helm at First 
Executive in 1974, the obscure firm 
was losing money on only $14 million 
in revenues. Today First Executive's 
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Executive Life Insurance Co. is the 
nation's 15th-largest life insurer, with 
$12.8 billion in statutory assets. Net 
income has grown an average 34% a 
year since 1980, last year hitting a 
record $205 million ($1.91 a share, 
fully diluted) on total revenues of $3 
billion. 

You can't doubt that Fred Carr, at 
58, is enterprising and resilient. 

Can he ride out the present storm? 
Don't bet against him. By selling poli- 
cies through independent agents in- 
stead of its own sales force, First Exec- 
utive keeps its general insurance ex- 
penses relative to premiums at about 
half that of big competitors like Pru- 
dential Insurance and Metropolitan 
Life. While Carr gets by with fewer 
than 1,100 employees, similar-size 
New England Mutual Life Insurance 
Co. has some 7,300. 

Carr has set up a network of eight 
"agent-owned reinsurance compa- 
nies." When an agent sells an Execu- 
tive Life policy, First Executive agrees 
to reinsure part of that policy with the 
reinsurer in which the agent owns 
equity. In theory, then, the agent has 
incentive both to sell Executive Life 
policies and to keep the business on 
the books. If a customer wants to cash 
in, the agent can be counted on to 
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fell sharply last year as Carr cut rates 
on those less profitable lines. But re- 
newal premiums took up some of the 
slack, accounting for 34% of total pre- 
miums, up from 18% in 1987. 

Strong renewals do wonders for 
cash flow. The expense of booking 
that incremental business is almost 
nil. On statements filed with state 
regulators, which require cash flow 
rather than accrual accounting, Exec- 
utive Life earned $249 million last 
year. Equitable Life, four times bigger 
than Executive Life, had only $63 mil- 
lion in statutory earnings. 

The biggest risk at First Executive 
is its nearly $5.5 billion in junk bonds. 
Not only would a severe recession put 
interest payments in jeopardy, but 
there is the further market risk at- 
tached to Drexel Burnham's and Mi- 
chael Milken's problems. "The high- 
yield bond market continues to do 
very well," says Carr. "Each credit 
will stand on its own." But Carr has 
been hedging First Executive's bets. 
On Dec. 31 junk bonds made up 44% 
of invested assets, down from 55% 
the year before. Carr is also building 
Executive Life's capital base. Statu- 
tory capital, surplus and mandatory 
securities reserve currently total 
8.5% of assets, versus an industry av- 
erage of around 5.8%. 

Rumor has it that the company's 
New York subsidiary, on the block for 
18 months, will be sold soon. Carr has 
consistently chafed at doing business 
in New York, which has some of the 
toughest insurance regulations in the 
country. If the subsidiary, which ac- 
counts for roughly 20% of First Exec- 
utive's assets, fetches the minimum 
$400 million that analysts expect, 
that would indicate a value of at least 
$2 billion, or $22 per fully diluted 
share, for the whole company. 

At just under 15, First Executive 
shares trade at 8 times estimated 
earnings and 92% of book value. 
Competitors generally trade for 
around 9.5 times expected earnings 
and 110% of book. But some smart 
investors are betting on Carr. John 
Templeton's Templeton, Galbraith &. 
Hansberger Ltd. owns some 9.5% of 
the company. Boston's Fidelity In- 
vestments owns around 5%, most of 
it in Peter Lynch's Magellan Fund. 
Caroline Hunt's Dallas-based Rose- 
wood Financial has built its 9.2% 
stake since last summer. Rosewood is 
thinking of trying to make First Exec- 
utive go private. These knowledge- 
able investors seem to think that the 
market has overestimated First Exec- 
utive's problems. They may well be 
right. ■ 

Wonder why we have this gaping balance- 
of-trade deficit? There are lots of reasons, 
but here's one that most folks overlook. 

Who sets 
the standards? 

By John R. Hayes 

GENERAL ELECTRIC'S business in 
Saudi Arabia has been threat- 
ened since early last year, 

when a container of gas turbine parts 
was held at the port of Dammam. The 
hang-up? One oil heater didn't con- 
form to new Saudi electrical stan- 
dards. Customs officials have also 
stopped   shipments   of   goods   from 

Clorox and Westinghouse. Eventually 
storage and shipping penalties caused 
so much screaming and arm-waving 
that the Saudis declared a moratori- 
um on enforcing their new rules, but 
product standards remain a threat to 
U.S. exporters. 

Were GE and Clorox shipping shod- 
dy goods to Saudi Arabia? No such 
thing. Product standards deal not so 
much with quality but with uniformi- 
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ty in size, materials and performance. 
So what happened? 

Simply, the U.S. companies let 
themselves be outflanked. Japan, the 
U.K., Germany and France have sent 
teams of standards professionals to 
Riyadh to advise the Saudi Arabian 
Standards Organization (SASO) on its 
16-year-old project to develop product 
standards, SASO expects to write 
42,000 standards, covering everything 
from the shelf life of lamb to the color 
of ground wires in air conditioners. 
Not surprisingly, our competitors ar- 
gue for standards that favor their own 
manufacturers. 

A U.S. representative could argue 
differently, but there isn't one around. 
Every six months or so the Saudis 
renew an invitation to the U.S. gov- 
ernment to send a U.S. standards ex- 
pert to Riyadh, SASO even offered to 
pick up housing, office and local 
transportation expenses if the Com- 
merce Department would recruit 
someone. Overruling his staff, former 
Secretary William Verity, citing the 

passed up the invitation 
once again last spring. 

Much is at stake. The U.S. used to 
dominate trade with Saudi Arabia. 
But since 1982 U.S. exports have 
slipped from 21°, %  ,t total Sau- 
di imports. Tod> has the big- 
gest piece of the i 

Since oihc? countries in the Persian 

Gulf—Bahrain, Kuwait, Oman, Qatar, 
and the United Arab Emirates, all 
members of the Gulf Cooperation 
Council—will adopt Saudi standards 
as they are written, an additional $1.5 
billion of U.S. exports is at risk. 

The Persian Gulf isn't the only area 
of the world where product standards 
have trade implications, or where the 
US' competitors have been quick to 
react. Consider Brazil, for example, 
which imports some $17 billion 
worth of goods. The library at the 
national standards clearinghouse con- 
tains about 70 shelf-feet of German 
product standards, in Portuguese A 
gift from a German construction com- 
pany, these volumes have become the 
principal reference for standards de- 
velopment in Brazil. U.S. standards 
are represented by one shelf of 5-to- 
20-year-old copies of assorted trade 
association publications. 

In India, where $40 billion will be 
spent on telecommunications equip- 
ment in the next decade, Europeans 
have spent over $16 million equip- 
ping a laboratory outside New Delhi 
to certify that locally made electronic 
components meet European specifica- 
tions. The thinking: If India can sell 
components to Europe for use in Euro- 
pean-built transponders, satellites 
and computers, it will earn the hard 
currency it needs to buy the finished 
products from Europe. 

Japan's Ministry of In- 
ternational Trade & In- 
dustry currently has tech- 
nical experts working 
abroad on five nations' 
standards programs, MITI 
has also brought standards 
personnel from 28 devel- 
oping countries back to Ja- 
pan, expenses paid, for 
language and technical 
training. 

Why can't the U.S. 
counter the influence of 
the Japanese and the Ger- 
mans? There is no central 
clearinghouse for product 
standards in the U.S. as 
there is in most other 
countries. The govern- 
ment is not involved. In- 
stead, some 400 private 
and public groups develop 
standards for the various 
industries. And these 
groups haven't shown 
much interest in foreign 
standards. 

So far the lone effort to 
protect trade with Saudi 
Arabia comes from legis- 
lation introduced by Con- 

can Henne gressman Mervyn Dymal- 
ly (D-Calif.). The law, enacted last 
fall, directs Commerce to accept the 
Saudi invitation—and similar invita- 
tions from other trading partners— 
but to get the funding from private 
business. 

That may prove more easily said 
than done. A group called the Ameri- 
can/Saudi Roundtable is heading the 
fundraising effort, but things are not 
going well. Seems that the Roundta- 
ble's letters keep getting forwarded to 
the Corporate Philanthropy Office. So 
far the outfit has collected two sincere 
letters of support, from the U.S. 
Chamber of Commerce and the Na- 
tional Association of Manufacturers, 
but only about $85,000 in hard cash. 
That's one-third of what's needed to 
fund U.S. involvement for one year. A 
similar effort by German industry 
raised $5 million in 20 days. 

Old habits die hard. For genera- 
tions, U.S. business had its own huge 
market to sell to and simply didn't 
think much about exporting. Listen 
to Robert Toth, an American stan- 
dards consultant to the World Bank: 
"American exporters still have a take- 
it-or-leave-it approach to their prod- 
ucts," he says. "They say, 'We pro- 
duced it to the UL standard. If it's good 
enough for the U.S., it's good enough 
for you.' " Faced with that attitude, a 
lot of foreign buyers are leaving U.S. 
goods alone. ■ 
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for M&A. 

1. Advice that is totally objective. Rather than promote merger and acquisition 
transactions simply to generate fees, we become a strategic financial advisor, 
bringing a relationship focus to a transactional business. If a transaction is not 
clearly in a client's best interests, we will recommend against it. Our clients 
expect and get from us objective advice, based on a thorough knowledge of their 
needs and goals. 

2. Research free from conflict of interest. Good financial advice requires fun- 
damental research on a global basis. Morgan Guaranty's financial advisory staff 
of 120 analysts is based in all the major financial markets worldwide. These ana- 
lysts support Morgan's M&A and corporate finance activities. They do not provide 
research to institutional investors to generate brokerage commissions. 

3. In-depth international capabilities. Research and execution today must 
reflect the growing interdependence of global capital and industrial markets. 
Morgan has always been an international firm with a major presence in the 
world's financial centers. This international dimension - and our worldwide 
client base - further distinguish us from other firms offering M&A services. 

4. Complete range of M&A services. They include: advising public and private 
companies on prospective acquisitions, partial or total divestitures, tax-free spin- 
offs, joint ventures, restructurings, and recapitalizations; furnishing a variety of 
services under defensive retainers; acting as dealer manager for cash tender 
offers; providing fairness opinions; and acting as advisor and equity investor in 
leveraged buyouts. 

5. Compensation based on added value. We structure our fees to match each 
client's specific strategic objectives. Our compensation is tied directly to the value 
we add. This means we compete for M&A business on the basis of performance 
and price. 

We've set our sights on being the world's leading M&A advisor, and that's why 
we're changing the way this business is done. 

JPMorgan 

© 1989 J.P Morgan < Co. Incorporjlrd 



U.S. technology companies have benefited 
from the talents of Taiwanese engineers. 
Now that talent is beginning to return home, 
as Taiwan moves deeper into high tech. 

Brain drain 
in reverse 

By Andrew Tanzer 

IT SEEMS THAT everyone in Taiwan 
knows the story of Bobo Wang. 
Wang has become a kind of folk 

hero. He is a former Xerox engineer 
who returned to Taiwan from the U.S. 
in 1980 with several colleagues to 
start his own company, Microtek. 
Last year the producer of image scan- 
ners and computer sys- 
tem development tools 
went public. Today 
Wang and his cofounders 
are multimillionaires. 

Now other bright 
young Taiwanese are 
coming home to try 
their hands at getting 
rich. After suffering a se- 
vere brain drain for 30 
years, Taiwan is being 
fortified by expatriates 
returning home from the 
U.S. Many are setting up 
high-technology compa- 
nies. The talent pool is 
deep: By some estimates, 
50,000 Taiwanese engi- 
neers and scientists live 
in the U.S., and 20% of 
Silicon Valley semicon- 
ductor engineers are 
Chinese. 

Last year Taiwan's 
production of information industry 
products rose 50%, to $5.8 billion. 
More than 90% of that is exported. 
The world's sixth-largest electronics 
produce. Taiwan now makes 20% of 
the world's IBM-compatible pes and is 
the   w< third-largest   personal 
compute ..'cer,   after  the   U.S. 
and Japan 

"The i. hing for Chi- 
nese," explai president of 
a    high-tech lunications 
equipment star, i >m Co. 

"Chinese are not team players; 
they're individuals. Mainframes re- 
quire 200 people to work together. For 
PC documentation, you only need 3 or 
5 people. This fits into the Chinese 
mentality." 

Says Theodore Huang, vice chair- 
man of Teco Electric & Machinery 
Co., Tecom's parent company: "We 
have more flexibility than in Japan 

Hsincbu Science-based Industrial Park 
"When you attack cities, you should look for weaknesses 

because our companies are run by 
young tigers, while theirs are run by 
people in their 60s and 70s." 

Although some of the young tigers 
are attracted home by Taiwan's new 
political freedoms (FORBES, Apr 3), the 
biggest draw is the red meat of money. 
Newly formed, government-promot- 
ed venture capital funds are under- 
writing entrepreneurs, and on the 
rampaging Taiwan stock market tech- 
nology shares sell at over 30 times 
earnings. 

Chi Hsieh left Taiwan in 1956, 
when he was 22. After earning a Ph.D. 
in electrical engineering from the 
University of Santa Clara, he became 
a microwave engineer with Harris in 
Silicon Valley. In 1983 he and seven 
other Taiwanese microwave engi- 
neers returned to Taiwan to set up 
Microelectronics Technology Inc. in 
the Hsinchu Science-based Industrial 
Park, Taiwan's version of Silicon Val- 
ley. "We got together and agreed it 
was time to either start our own com- 
pany or to stay in the U.S. and retire 
there," he explains. "It was time for 
us to pack and go home." 

C.K. Liu, formerly an engineer at 
Bell Labs, is another example, "hi the 
U.S., you're just one of many engi- 
neers working for a prestigious com- 
pany," he says. In 1981 Liu returned 
to Taiwan and started Tecom for 
Teco, a large old-line Taiwanese con- 
sumer electronics firm. Liu received 
stock options in Tecom, and will be- 
come a multimillionaire when Teco 
is listed on the Taiwan Stock Ex- 
change in the next couple of years. 

The biggest success story in 
Taiwan's burgeoning personal com- 
puter industry was written by Acer 

Inc.'s founder-chairman, 
Stan Shih. Founded in 
1976 with an invest- 
ment of $25,000 by Shih, 
a brilliant, charismatic, 
home-grown engineer, 
and four partners, Acer 
is now a big PC hardware 
supplier to Unisys, Tex- 
as Instruments, Philips, 
Siemens and Canon. 
Sales reached $550 mil- 
lion last year. Shih has 
targeted $1 billion in 
sales in 1990 and talks of 
making his company 
one of the world's five 
largest PC makers. He 
took the company public 
last year, making him- 
self a centimillionaire. 

While many execu- 
tives in the U.S. and Eu- 
rope moan about foreign 

  competition, the Tai- 
wanese accept competition as inevita- 
ble and look for opportunities. As 
Taiwan's traditional export indus- 
tries, such as textiles and footwear, 
lose competitiveness and are moved 
to China and Southeast Asia, technol- 
ogy-intensive industries are taking up 
the slack. 

Consider United Microelectronics 
Corp. Until recently it was a big pro- 
ducer of simple semiconductor chips 
for talking dolls and musical greeting 
cards. A few years ago UMC moved 

Man Beth Cun| 
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into computer microperipheral and 
telecommunications chips and is now 
the island's biggest semiconductor 
chipmaker. UMC'S sales tripled be- 
tween 1985 and 1988, to $115 million, 
and the company is quadrupling pro- 
duction capacity. 

The push into computers was made 
possible by Taiwan's accumulated ex- 
perience in consumer electronics and 
strong supporting industries. For ex- 
ample, the huge computer terminal 
industry—Taiwan supplies many of 
the monitors for IBM personal com- 
puters—grew out of the TV business. 
A strong parts industry allowed a 
quick move into personal computers. 

Foreign investment supplied much 
of the original technology and human 
talent for the electronics industry. 
James Klein, president of General In- 
strument of Taiwan, the oldest and 
largest U.S. electronics investor on 
the island, counts at least a dozen 
rectifier-producing startups that were 
founded by ex-GiT employees, "GIT is 
the second-largest training operation 
after the Ministry of Education," 
jokes Klein. 

Taiwan's skilled technocrats also 
fertilized the high-technology sector. 
In 1980, when exports of labor-inten- 
sive goods were still racing ahead, the 
government opened the Hsinchu Sci- 
ence-based Industrial Park in a hilly, 
green area 50 miles southwest of Tai- 
pei. The government offered investors 
tax holidays, low-interest loans, duty- 
free imports and government venture 
capital with a buy-back option. One 
hundred companies have started oper- 
ations in the park, one-third of them 
founded by Taiwanese-Americans 
and one-third by foreign—mostly 
U.S.—companies. 

The value of the park's production 
last year reached $1.7 billion, double 
the 1987 figure. Park director Choh 
Li, a former Honeywell executive, 
sets a target of $6 billion to $7 billion 
a year by 1996. Manufacturers in the 
park invest 6% of sales in R&D, com- 
pared with a national average of under 
1% in manufacturing. 

Taiwan has also invested heavily in 
scientific education—the country 
graduates four times as many engi- 
neers per capita as the U.S.—and in 
research laboratories. Because the 
electronics industry is composed of 
small and medium-size enterprises, 
government labs conduct long-term 
research and transfer technology to 
the private sector on a cost basis. 

A repetition of Japan Inc.? Hardly. 
"In the precommercial phase, Tai- 
wanese companies work together," 
says Morris Chang, chairman of the 
government's Industrial Technology 

Associated Press 

Acer Inc. Chairman Stan Shih 
Local Hero—and aiming at SI billion in PC sales. 

Mary Beth Camp/Matrix 

Microelectronics Technology President Chi Hsieh 
"It was time for us to pack and go home." 

Research Institute. "After that, they 
cut each other's throats." 

Production of semiconductors, the 
information age's essential raw mate- 
rial, is expanding rapidly. Taiwan 
Semiconductor Manufacturing Corp., 
a joint venture among Philips, the 
Taiwan government and private Tai- 
wanese investors, entered production 
last year. The world's only pure semi- 
conductor foundry, the joint venture 
will produce chips under contract for 
local use and for export. 

Taiwan is developing marketing ex- 
pertise as well as technological exper- 
tise. Acer's Stan Shih says his compa- 
ny now sells 60% of its computers 
under its own brand name and is in- 
vesting heavily in global marketing. 
"You can't control your destiny if you 
don't do your own marketing and 
have your own brand name," argues 

Shih. "If you do only manufacturing, 
Malaysia and Thailand can catch up. 
Taiwanese companies need to be 
more globalized than American or 
Japanese companies. We need to be 
like Philips." 

But the clever Taiwanese tigers will 
step carefully when it comes to their 
biggest competitors. "Korea wants to 
compete with Japan head-on," ex- 
plains Irving Ho, president of the In- 
stitute for Information Industry, a 
government-backed software research 
outfit. "We want to find niches. Sun 
Tzu [the ancient Chinese military 
strategist] taught that when you at- 
tack cities, you should look for 
weaknesses." Taiwan's U.S.-trained 
returnees promise to be real experts in 
identifying and exploiting other peo- 
ple's competitive weaknesses. Not a 
bad strategy for a small country. ■ 
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Boston University has a tiger by the tail: It 
poured tens of millions into a hiotech start- 
up with the payoff on a distant horizon. 

Letting the 
losses run 

By Dana Wechsler 

AT ABOUT 3 O'CLOCK on the after- 
noon of July 14, 1987, the 

i Board of Trustees of Boston 
University convened for a highly sen- 
sitive, closed-door meeting in the 
George Sherman student union. The 
agenda consisted of a single and ex- 
traordinary proposal by John Silber, 
the university's president. He wanted 
to put $35 million—an amount equal 
to more than a fifth of the university's 
endowment—into a small, obscure 
biotechnology company. As Silber ex- 
plained it, the investment could pro- 
pel the university to the forefront of 
the worldwide fight against cancer 
and perhaps even AIDS. And make 
money besides. 

Not surprisingly, trustees began 
asking questions. Was it wise for a 
university to speculate on this scale? 

Silber was impatient with the ques- 
tions. Known for his fierce opinions 
and quick anger, he proclaimed the 
investment visionary and stared 
down the table, challenging dissent. 
There was none. The next month Bos- 
ton University laid out $25 million 
plus a $10 million loan guarantee and 
became 70% owner of Seragen Inc., a 
privately held biotechnology compa- 
ny. Seragen had no product, no reve- 
nues and no prospect of going to mar- 
ket anytime soon. It had chiefly a 
patent for a genetically engineered 
combination of diphtheria toxin and 
receptor cells that target diseased 

or example, leukemia. 
Whe • ttment would work, 

Two years later, stil! no one knows. 
Scrag lancial black 
hole, swallowing I million 
in university f und i cning to 
soak up $100 million the 
leukemia treatment bi , y off, 
if indeed it ever does. 

Boston University's John Silber 
A SI .25-million-a month habit. 

To push the deal through, Silber 
laid his considerable reputation on 
the line. Since taking over as BU presi- 
dent 18 years ago, the lean, 62-year- 
old philosophy professor has had an 
undeniably beneficial impact on the 
school. The faculty is better, and so, 
by general agreement, is the quality of 
the students. Financially, the univer- 
sity is also better off. At the time 
Silber arrived, its operating deficit 
was $8.8 million. For the last 17 years 
there have been surpluses. The 
school's endowment has grown from 
$19 million in 1970 to nearly nine 
times that now. 

Says Silber: "I came to a third-rate 
institution that had to be upgraded. 
Boston University was going down 
the tubes." With the Seragen invest- 
ment, he was saying, "Trust me, I can 
do it again." 

How did Silber stumble across Sera- 

gen in the first place? The tale begins 
in the early 1980s, when BU'S fledg- 
ling venture capital fund, Communi 
ty Technology Foundation, invested 
$1.2 million to help a BU medical 
school professor develop a diphtheria 
toxin for the treatment of leukemia 
Other Boston-area venture capital 
funds also put money into the ven 
ture, incorporated under the name 
Seragen Inc. (A marketing arm was 
later spun off.) 

In the mid-1980s a Norwegian phar 
maceutical company, Nycomed A.S., 
got involved as well, investing $8 mil 
lion for 65% of the company. Yet not 
long after, Nycomed was swallowed 
by another Norwegian company, 
which took a look at Seragen and put 
the stake up for sale. That's when 
Silber stepped back in, offering in the 
summer of 1987 to buy the stake for 
$25 million—plus the $10 million 
loan guarantee. 

At the time, Silber saw the chance 
to go public on the superhot market 
for biotech IPOS. But no sooner did BU 
take over majority control than Black 
Monday hit and the biotech bubble 
burst. Out the window went Boston 
University's chances of cashing in via 
an initial public offering of Seragen 
shares, BU is a now a "stuckholder," 
with 76% of the equity. 

Now Seragen will have to make 
money on its own. Can it? Clinical 
field tests for the toxin were set to 
begin as we went to press, but can run 
up to ten years, and only one in ten 
such drugs ever receives final FDA ap- 
proval for commercial sale. Mean- 
while, the tests can drive costs as high 
as $25million annually. 

The university has had to pour 
close to $15 million in addition to the 
original $35 million into Seragen to 
keep it going. Since it has no income 
of its own, without such support Sera- 
gen would simply have to close up, 
and the whole BU investment would 
have to be written off. Says a top ad- 
ministrative official at the university: 
"It comes down to this: We've got a 
$1.25-million-a-month biotech habit, 
and there's no way we can kick it." 

Faced with such daunting pros- 
pects, pressure is now mounting for 
Silber to find a joint venture partner 
such as a commercial pharmaceutical 
house for Seragen. What if no partner 
is found? Silber says the university 
should go ahead and keep funding Ser- 
agen anyway—for as long as it takes. 
"It'll be a $5 billion company some- 

day," he insists. Besides, he adds, the 
success of its treatment would be a 
tremendous boon for mankind. 

Ever hear the old rule about cutting 
your losses, Professor Silber? ■ 
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We 
it mix 

and 
oranges. 

To Atlantic Mutual 
the idea of forcing unrelated 
industries, like computers 
and food processing, to 
share the same insurance 
policy is preposterous. 

Risk types and 
risk potentials vary 
dramatically from 
industry to indus-1 
try So do losses. 
And so should   J 
premiums. 

That's why 
at Atlantic Mutual 
the electronics people 
go into one group. 
The food processors into another. The 
printers here. The metalworkers there. 
And so on. 

But there's a lot more to an 
Atlantic Mutual insurance policy than 
that. Because we analyze the individual 
companies that comprise each group. 
The result? A custom designed policy 
based on each industry's needs. 

A gargantuan task? No. Not with 

the technology that has sparked an 
envious gleam in the eye of 

a number of our competi- 
tors. They know the sheer 
depth and breadth of our 
information systems give us 
an uncommon understand- 
ing of what makes a client's 
business tick. 

There's another ad- 
vantage to being insured 

by Atlantic Mutual. 
We're a mutual 

company. And 
that means the 
potential for divi- 
dends. We've 

issued dividends 
to various groups every 

year since 1855. 
Talk to your agent or 

broker about Atlantic Mutual and 
our custom designed policies. 

We'll help you make the most of 
your differences. Atlantic Mutual, 
45 Wall Street, New York, NY 10005. 

fr^AtlanticMutual 
What insurance is supposed to be. 



With protectionism on the rise, George- 
town University Professor Gary Hufbauer 
counterattacks. He says the time is near for 
a global free-trade deal 

World without 
borders 

By Edwin A. Finn Jr. 

Paul Fetters Matrix 

• ## 

Georgea Gary ffu/bauer 
Will international msrgt?* makm antitrust rule* obsolete? 

GETTING FOREIGNERS to open their 
markets is only a small part of Ameri- 
ca's trade battle. In the event that all 
trade barriers in industrialized coun- 
tries were removed, U.S. exports 
would increase by only $30 billion, or 
less than a quarter of the U.S.' $136 
billion trade deficit. 

So says Georgetown University 
economist Gary Hufbauer, an interna- 
tional tax expert. Hufbauer is emerg- 
ing as one of the freshest thinkers on 
the international trade scene. 

How does Hufbauer propose closing 
the rest of the trade gap? Cut the U.S. 
budget deficit, increase America's 
personal savings rate, reduce the val- 
ue of the dollar by 20% during the 
next two years, and convince Europe 
and Japan to grow faster than they 
have been. 

But the heart of his proposal is a 
free-trade zone that would unite the 
24 industrialized nations of the Orga- 
nization of Economic Cooperation & 
Development. That means binding 
Europe, North America and Japan 
with Scandinavia, Australia and New 
Zealand into a huge common market. 
Goods, services and investments 
would move among the member na- 
tions unhindered by tariffs, quotas or 
exchange controls. "The idea is to 
build on what's been happening with 
Europe's 1992 economic unification 
and the free-trade pacts between the 
U.S. and Canada and Australia and 
New Zealand," says Hufbauer, relax- 
ing in his office overlooking the 
Georgetown campus. 

Hufbauer says the gains from free 
trade that helped create unprecedent- 
ed world prosperity after World War II 
have begun to slow in the face of 
rising trade barriers. Long on the de- 
fensive, protectionism is on the rise 
again, he says. His basic analytical 
technique is to measure world eco- 
nomic growth against world trade 
growth. In the 1960s global manufac- 
turing export growth outpaced eco- 
nomic growth by 3%. In the 1970s the 
margin slipped to 2.5%. Between 
1980 and 1987 the margin fell further, 
to 1.5%. 

Much of this slowdown, Hufbauer 
says, is the result of nontariff barriers 
such as the voluntary restraint of Jap- 
anese auto and steel exports. 

Hufbauer's critics complain that 
his 24-nation free-trade proposal ex- 
cludes the world's developing coun- 
tries. He counters that these coun- 
tries by and large are not yet prepared 
to open their borders: Their long-pro- 
tected domestic manufacturers would 
be run out of business by superior 
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It was called Celebrity. 
It was mid-size, aerodynamic, fuel-injected, 

state of the art. 
It was roomy, comfortable and quiet. One of 

the first of a new generation of front-drive sedans 
big enough to accommodate six people and 
16 cubic feet of luggage. 

Its standard 4-cylinder engine was powerful 

enough to convince many fleets that it was all 
the power they needed. Its option packaging was 
simple and sensible. And because it was a 
Chevrolet, it was priced hundreds less than 
anything else like it. 

A fleet car so right for the times it 
became one of the most popular fleet 
cars of all time. And the value yard- 

THE PERFECT 

 - f 

H 

E PERFECT 
>.- 

Its s 
powerfu 
Taurus. Its 

Sawssenger room of any 

than Celebrity, 
drag. 

II be more 
" or Ford 

}lb$.-ft. 

more torque than the Taurus 
equivalent, yet beat Taurus in 
estimated fuel economy with 
30 EPA estimated MPG highway. 

Its standard features will include six- 
passenger seating. Scotchgard M Fabric Protec- 
tor, stainless steel exhaust system, tinted glass. 
AM/FM stereo with clock and 4-speaker sound 



J* 

, 1990. 
And it will come with a very 

competitive price tag. 
It is. after all. a Chevrolet. OF AMERICA 

TODAY'S CHEVROLET 
FLEET SALES 



ONLY 22,463 DAYS 
UNTIL RETIREMENT. 
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Seems like an eternity. 
But the fact of the matter is today people are retir- 

ing sooner than ever. 
The average retirement age is now 61.5, not 65. 

And it's getting even lower. 
It's a trend that has employers worried. 
Because as more and more workers retire, employ- 

ers end up paying more and more in post-retirement 
benefits. 

At the CIGNA companies, we have a solution. 
We've developed a variety of voluntary, portable 

payrc'i deduction plans that help relieve the employ 
er's pes' '-urement financial burden. 

urograms, employees are given 
the opp plan for a financially secure retire- 
ment at ecc ^tes. 

They can chc Temporary insurance 
programs like G fe that not only 
provide bene! i allow access to 
accumulating fur . , vears as well. 
Benefits are provided by Conr - empony. Lite Insurance 

There are also other options available. 
Like savings and investment vehicles. 
Family insurance coverages. 
Supplemental disability plans. 
All these employee-paid benefits supplement, 

and, in some cases, replace existing programs, helpi j 
to reduce an employer's post-retirement costs. 

We'll handle initial enrollment, ongoing plan 
management, and all employee communications 
tailoring each program to minimize employer 
administrative time. We've even implemented a tc 
free hotline to answer employee questions. 

For more information about how we can help wh, 
the post-retirement cost problem, write CIGNA Co| 
Dept. R12. One Logan Sq., Phila., PA 19103. 

Employee Marketing will benefit you and your empj 
ees now. And 22,463 days from now. 

It's one more example of 
CIGNA's commitment to person- 
alized service to business. 

Company of North America and INA Life Insurance Company of New Vork. CIGNA comparl 



products from industrialized coun- 
tries. Also, few developing countries 
are democracies. So Hufbauer recom- 
mends that as developing countries 
advance economically and adopt dem- 
ocratic values, they be allowed to ap- 
ply for membership in his proposed 
superbloc. Singapore and South Ko- 
rea, for example, could be ripe for ad- 
mission by the year 1995. 

Such a club of like-minded nations 
would make possible important eco- 
nomic agreements that now have to 
be worked out in many separate fo- 
rums. The agenda is formidable. Be- 
yond eliminating tariffs and quotas, 
Hufbauer says, such an OECD-wide 
trade area could aim for harmonized 
product standards and uniform pro- 
tection of intellectual property. It 
would also try to internationalize the 
bidding on government contracts to 
provide comparable tax and antitrust 
regulations. "With all these huge in- 
ternational mergers going on, judging 
antitrust on the national level hardly 
makes any sense," says Hufbauer. 
"Give it 10 or 20 years and it won't 
make any sense at all." 

A free-trade area is needed, Huf- 
bauer thinks, because the 96-nation 
General Agreement on Tariffs & 
Trade has grown too unwieldy to pro- 
tect and defend free trade. "The GATT 
membership is now so large and di- 
verse that it is difficult to reach agree- 
ment on a balanced package to liberal- 
ize trade," says Hufbauer. "Further 
progress through GATT will be like the 
search for the Holy Grail." He recom- 
mends the U.S. continue negotiations 
in GATT while at the same time em- 
barking on his new free-trade area for 
its 24 most advanced members. 

If Europe is too preoccupied with its 
own unification to consider joining 
the proposed global setup, the U.S. 
could start without Europe. It could 
discuss a free-trade area that would 
include North America and several 
Asian nations, as has been suggested 
by Senator Bill Bradley (D-N.J.), 
among others. 

The biggest danger right now in in- 
ternational trade, Hufbauer contends, 
is the proliferation of industry-by-in- 
dustry accords, such as the Multifiber 
Agreement, which restricts textile 
imports into the U.S. and other ad- 
vanced countries. To protect Ameri- 
can apparel manufacturers, the accord 
ultimately forces consumers to pay 
higher prices for clothing while limit- 
ing the success of developing coun- 
tries in the textile trade. Likewise, 
agreements to restrict auto, steel and 
semiconductor imports have done lit- 
tle beyond making consumers pay 
more at the  cash register.  "These 

agreements are the Prince of Dark- 
ness," says Hufbauer. "If they contin- 
ue to proliferate, they could plunge us 
into worldwide recession." 

Hufbauer argues his free-trade pro- 
posal in a lucidly written book, U.S. 
Trade Policy 1989-1993: Guideposts for 
the Bush Administration, to be pub- 
lished in the summer by the Twenti- 

eth Century Fund. He thinks it is an 
idea whose time is soon to come. He 
says: "Over the past 40 years we have 
lived through the biggest period of 
industrial growth in recorded history, 
and free trade accounted for a major 
part of that. By moving toward an 
OECD-wide trade area, we can keep it 
going. That's what's at stake." ■ 

Stanford Kay/Paragraph ics 

Curing the U.S. trade deficit 
Most of the U.S. trade gap, Gary Hufbauer argues, is caused by macroeco- 
nomic factors (top). These include slow growth in the economies of 
America's trading partners and huge U.S. government budget deficits, 
which soak up funds that could otherwise be invested in new plant and 
equipment. In his new book, Hufbauer outlines a program to eliminate 
the U.S. trade deficit (bottom) by 1993 and then goes a step further, 
proposing a 24-nation free trade area for the year 2000. 

Microeconomic 

Recent nontariff barriers abroad ($6 billion) 

Lagging U.S. technology {$20 billion) 

Poor U.S. product quality ($6 billion) 

The cause 

Macroeconomic 

Delayed impact of dollar's drop ($11 billion) 

Government deficit ($25 billion) 

Low U.S. private savings ($51 billion) 

Slow growth in developing nations 
($12 billion) 

Slow growth in 
industrial nations 
($9 billionl 

Current policies and trends 

Delayed impact of dollar's drop ($11 billion) 

Planned cuts in budget deficit ($28 billion) 

Increase in private savings rate 
($12 billion) 

New policies needed 

Cut dollar's value a further 20% ($36 billion 

Added cuts in budget deficit ($25 billion 

Stimulate growth in industrial nations 
($10 billion | 

Debt relief to 
developing nations 
($13 billion 

Improved U.S. technology 
and product quality ($5 billion) 

Source: U.S. Trade Policy 1989-1993: Guideposts for the Bush Administration, by Gary Hufbauer 

FORBES, APRIL 17, 1989 123 



Is show business different from other busi- 
nesses? Bob Wright's experience at NBC 
suggests that it really isn't. 

On a roll 
with the 

man from GE 

By Dy an Machan 

WHEN ROBERT WRIGHT 
was president of Gen- 
eral Electric Financial 
Services division, he 
wore his hair short, 

looked out at the world through steel- 
rimmed spectacles and usually clad 
his 5-foot-11 frame in conservative 
suits. Now that Bob Wright, 46, is 
president of National Broadcasting 
Co., he has switched to an appearance 
more suitable for show business: He 
lets his hair grow to below-collar 
length in back, wears stylish eyeglass- 
es and, when suited, seems to favor 
bold plaids. He has also shed some 
weight. Wright posed for FORBES' cov- 
er wearing a knit sportshirt bearing 
the NBC peacock logo. 

Bob Wright hasn't changed; he just 
seems to believe in blending with his 
environment. 

In a sense, the new look symbolizes 
his mastery of his new medium. 
Wright has made NBC the most profit- 
able network in broadcast television. 
Last year NBC, now a subsidiary of 
General Elec*ric, produced $410 mil- 
lion in operating earnings, versus $45 

on for CBS and a loss of $5 mil- 
lion for AEC. 

Bob Wj :ral Electric cor- 
porate t,t have seemed the 
least Hk i] n.mning an 
entertainm   it 
times—or  so  hi 
many    of    his 
thought. One of V 
jobs was as head of c 
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•mates 
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and audio business division. Hardly 
had the news of his appointment 
reached NBC headquarters when staff- 
ers were sneering at him as GE'S "vice 
president for kitchens and stereos." 
Soon Wright was the butt of talk show 
jokes on his own network. David Let- 
terman cracked that Wright would 
"push for a miniseries about the de- 
velopment of the toaster oven." 

The laughter has died down. It has 
been replaced by a certain amount of 
awe. What his detractors overlooked 
was that in his 20-year career he has 
filled eight different jobs at GE, each 
succeeding one pushing him toward 
bigger and bigger challenges with 
greater and greater opportunities to 
fail. In each case, he was taking over a 
business where he had little or no 
previous experience. 

Bob Wright grew up in Hempstead, 
N.Y., the son of an entrepreneur. He 
got a degree from Holy Cross College 
in Worcester, Mass., and his wife of 21 
years, Suzanne, worked to put him 
through the University of Virginia 
Law School. Joining GE as a staff attor- 
ney fresh out of law school in 1969, 
Wright left after a year to become a 
law clerk for a federal judge trying a 
landmark organized crime case in 
New Jersey. After practicing law for a 
couple of years, he returned, as a staff 
lawyer, but not for long. Next step: a 
strategic planner and on to general 
manager of the company's Plastics 
Sales Organization. 

What was there about Wright that 
caught his superiors' eyes and kept 
him moving? Vision—a certain abili- 
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NBC President Robert Wright in a network control truck at a golfing event in Ponte Vedra, Fla. 
"Synergies are easy to talk about but difficult to achieve." 

J.B. Diederich/Contaa 
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ty to push a company in the direction 
it ought to go. 

In 1980 Wright left GE a second 
time, to take a job as president of Cox 
Cable Co. of Atlanta, Ga. But GE still 
had its eye on him, and three years 
later he again returned, this time at 
the invitation of Jack Welch, to head 
GE'S housewares and audio business 
division. Next stop: GE'S Financial 
Services division, where, in the next 
two years, Wright's management 
team doubled the operation's profits, 
to $400 million annually. 

Anyone who had studied Wright's 
background would have been less 
quick to dismiss him as a "kitchens 
and stereos" man. So much for snap 
judgments. 

For not only do Wright's numbers 
look good, so do the fundamentals. He 
has succeeded in making loyal friends 
out of many of NBC'S biggest egos— 
particularly programming whiz Bran- 
don Tartikoff, who, it was rumored, 
had initially planned to quit when 
Wright took over but now numbers 
Wright among his closest friends. Tar- 
tikoff's importance? Says Wright: "I 
just keep the company tidy so Bran- 
don can work." 

What has Wright wrought? 
All three networks faced enormous 

pressure in the last 36 months as ca- 
ble competition and flattening adver- 
tising outlays began to erode TV'S 
once-fat profit margins and to put in 
question the industry's wasteful 
ways, CBS responded by selling off vir- 
tually all its nonbroadcasting hold- 
ings, from magazines to records, and 
investing the proceeds in bank CDS. 
The interest income, plus earnings 
from the company's five owned-and- 
operated TV stations, now constitute 
the company's significant sources of 
profit, offsetting declining profits 
from the network itself. 

ABC? When its owned-and-operated 
TV stations are backed out of the num- 
bers, that network shows a loss. 

Of the three, only NBC has succeed- 
ed in simultaneously boosting both 
revenues and profits in a stagnating 
market. Under Wright's predecessor, 
Grant Tinker, NBC had held the 
prime-time lead in ratings for the pre- 
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When networks report revenues and earnings they normally include 
owned-and-operated television stations in the figures. But the clearest 
measure of a network's performance is to exclude stations' financial data 
from the totals. Thus considered, NBC is the hands-down winner. 
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In February's "sweeps" period, when 
network audience shares are mea- 
sured for advertising purposes, NBC 
pulled in 16.5 million prime-time 
viewers nightly—by far the largest 
such audience reached on a daily basis 
by any media organization in the 
world, be it print or electronic. 

If Wright surprised with his quick 
grasp of the TV business, there was no 
surprise on another count. Everyone 
assumed GE had sent him to NBC to 
cut costs, and Wright did not disap- 
point. He has reduced the number of 
employees by 25%, to 6,000, and 
slashed expenses by $200 million, or 
30% of operating overhead. 

Here's an example of Wright's so- 
phisticated approach to cost-cutting. 
Last year he spent $10 million to ac- 

Stanford Kay/Paragraphics 

quire a 38% stake in Visnews Ltd., the 
Reuters-owned international news 
gathering and distribution network 
that feeds video news to 400 clients in 
84 foreign countries. His goal: to cut 
NBC'S own news filming costs 
through better access to Visnews. 

What were Wright's marching or- 
ders when GE Chairman Jack Welch 
plucked him from his job and sent 
him to run NBC? "None whatsoever," 
says Welch. "Bob knew that the net- 
work had plateaued. Bob knew we had 
to go out and look for new sources of 
revenue. That was his challenge." 
Last year nonnetwork sources ac- 
counted for maybe 1% of NBC'S $3.5 
billion total revenues. By 1992 Wright 
expects the figure to be $500 million, 
or 14% of current gross. 
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Now that he has met the challenge, 
what next? 

It is no secret that, under Jack 
Welch, General Electric realizes that 
entertainment and information is the 
industry of the future and that GE 
wants a bigger piece of it. Put in this 
broader perspective, Bob Wright's 
work isn't finished; it has scarcely 
begun. This year NBC will account for 
just 7% of GE'S $50 billion in annual 
revenues. Jack Welch would like to 
see that proportion rise significantly. 
Making it do so is Bob Wright's big- 
gest challenge. 

He will be competing with such 
global operators as Rupert Murdoch, 
Ted Turner, British billionaire Robert 
Maxwell and the proposed combined 
forces of Time-Warner. But unlike 
them, he has not yet started waving 
the big bucks. He remains unpersuad- 
ed that putting book publishers to- 
gether with movie studios and TV 
broadcasters makes a great deal of 
sense. "Keep in mind," says Wright, 
"synergies are easy to talk about but 
difficult to achieve." He adds: "We 
will move . .. but not to dominate or 
be first on the block." Wright's vice 
president for international operations, 
J.B. Holston III, puts it this way: 
"We're in the deal loop along with 
everyone else, but we're not spending 
money just to be part of the action." 

By contrast, consider Rupert Mur- 
doch, who since last autumn has com- 
mitted more than $125 million to Sky 
Channel to deliver original program- 
ming, via satellite, to British homes 
equipped with special rooftop dishes. 
Murdoch may have to spend at least 
$700 million more before breaking 
even. Wright is quite prepared to let 
Murdoch do the groundbreaking. Says 
he: "In my view, it just wouldn't 
make sense to throw out $300 million 
of NBC and GE'S shareholders' money 
the first year." 

Or consider the Time-Warner deal, 
which would create a $10-billion-a- 
year amalgam of magazines, song 
publishers, record companies and 
movie and TV-show makers. 

The international entertainment/ 
information market, which is grow- 
ing three times faster than the domes- 
tic U.S. market, is undeniably attrac- 
tive. But instead of pursuing supersize 
gambles in it, Wright is investing in 
smaller ways, which, seen as a pat- 
tern, make sense. Thus, in the last 
year he's spent a modest $10 million 
to acquire ownership stakes in broad- 
cast stations in New Zealand and 
Australia, and is currently in talks to 
acquire a stake in the Netherlands 
and a handful of other European coun- 
tries as well. 

What do these investments do for 
NBC? Enhance its position as a whole- 
saler of TV programming. When it bids 
for programming, NBC will have the 
added buying power of stations 
around the world. Looking to the ear- 
ly to mid-1990s, Holston sees NBC 
emerging as a global programming 
wholesaler. It hopes to bid for rights 
in foreign markets and distribute the 
programming there. 

Why isn't NBC producing more of its 
own shows? It would dearly love to— 
as would all of the networks. Howev- 
er, at present, the business is severely 
limited because of federal rules block- 
ing broadcasters from syndicating the 
shows they produce. Since TV produc- 
tion costs are so high that few shows 
ever turn a profit before being licensed 
into syndication, the so-called Fin- 
Syn rules effectively block the net- 
works from producing more than a 
small fraction of the shows they 
broadcast. 
Since taking over the network, 

Wright has made easement of the 
rules a personal crusade. He is a fre- 
quent visitor to NBC'S seven-person 
Washington lobbying office and has 
emerged as broadcasting's chief critic 
of the rules. 

Both Wright and Welch are optimis- 
tic that the rules will be relaxed in the 
next two years. Once that happens, 
with GE'S money behind it—and 
NBC'S already impressive cash flow— 
NBC could start becoming a major 
manufacturer of entertainment for 
the world. 

Meanwhile, the network is looking 
to cable for domestic growth opportu- 
nities. Wright learned about cable at 
Cox. With over 60% of all U.S. homes 
now wired for cable services of any- 
where from 30 to more than 100 chan- 
nels of information, the market for 
cable programming is enormous—but 
so are the risks. 

To spread the risk of getting into 
cable programming, NBC last winter 
announced plans to pay $137.5 mil- 
lion for a half-interest share in the 
programming services of New York- 
based Cablevision Systems, the na- 
tion's eighth-largest operator of cable 
systems. Cablevision owns and oper- 
ates a number of programming ser- 
vices, including basic as well as pay- 
TV channels, a news network and a 
number of technologically state-of- 
the-art sports channels. 

With its interest in cable, NBC last 
autumn bid $401 million to acquire 
the rights to 2,000 hours of the 1992 
Barcelona summer Olympics. Now it 
expects to net at least $100 million on 
the programming, in part by offering 
events to 3 million cable viewers via 

pay-per-view. 
Wright's biggest cable commitment 

involves NBC'S launch this month of a 
24-hour-a-day business news and con- 
sumer advice channel, CNBC. Initially, 
Wright had wanted to get into the 
field by getting a stake in Turner 
Broadcasting, which owns Cable 
News Network (CNN), the nation's 
leading all-news cable channel, but 
when that fell through, Wright dug in 
his heels and announced plans to 
launch his own channel from scratch 
this spring, NBC is willing to absorb 
about $60 million in losses before the 
service moves to profitability in 1993. 
That's just a foretaste of the clout 
GE/NBC can wield when it wants. 

The announcement rocked the 
boat for both Turner and Time Inc. 
The latter not only holds a 14% stake 
in Turner but also owns the nation's 
second-largest operator of cable sys- 
tems. Time's cable subsidiary, ATC, 
has so far chosen not to carry CNBC, 
thereby cutting the channel's poten- 
tial audience by at least 4 million. 
Now, as a result of Time's planned 
merger with Warner, which owns ca- 
ble systems totaling 1.5 million more 
subscribers, it looks like the CNBC 
market might be further reduced. 
This is no doubt a setback to Wright's 
plans, but it shows clearly that the 
competition is aware of the threat 
from giant GE/NBC. 

Wright clearly is aware of the stakes 
here. He has become an eager, almost 
weekly visitor at CNBC'S 40,000 
square feet of specially constructed, 
new, nonunionized production facili- 
ties across the Hudson River from 
Manhattan in Fort Lee, N.J. Once on 
the scene, he surprises technicians 
with his grasp of the intricacies of the 
equipment. That's the kind of execu- 
tive Wright is: curious about every 
aspect of the business. 

Friends say that, for once in his life, 
Bob Wright was nervous about chang- 
ing jobs when he went to NBC. Other 
breaks in his career pattern he had 
taken in stride, but this time he was, 
moving into the footsteps of the great 
Grant Tinker and into the glamorous 
world of show business. "He didn't 
want the job," a friend says. "He took 
it because Jack Welch asked him to." 
Now, having taken the measure of 
NBC, Wright has found it to be a busi- 
ness like any other. "In any organiza- 
tion," he says, "a few people have an 
inordinate amount of influence, and 
these people are not always in senior 
positions." The trick is to identify 
them and then give them authority 
and responsibility. It seems to work as 
well in show business as in strategic 
planning or finance. ■ 
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The last thing that Donald Trump needs in 
Atlantic City is a new competitor next door 
to his Trump Plaza casino. How will he 
stop it? Let us count the ways. 

How Trump 
plays monopoly 

By Howard Rudnitsky 

IF YOU'RE LOOKING for solid in- 
sight into how Donald Trump 
makes money in real estate, skip 

his bestseller The Art of the Deal and 
check out instead the orgy of charges 
and litigation surrounding Trump, 
Penthouse magazine publisher Bob 
Guccione and their adversary, Dallas' 
Pratt Hotel Corp. 

In 1987 Pratt Hotel agreed to pay 
$61 million for Penthouse's lease on 
(and right to purchase) some near-va- 
cant Atlantic City land, on which 
Pratt would build a $300 million 
Sands Hollywood Hotel & Casino, to 
go with Pratt's other Atlantic City 
Sands Hotel & Casino and another 
casino in Puerto Rico. 

The land, however, is adjacent to 
Trump Plaza, the only profitable casi- 
no in Trump's holdings. The last 
thing he, or Atlantic City, needs right 
now is another casino. Last year 7 of 
the 12 casinos there lost money after 
interest and taxes. Marvin B. Roffman, 
vice president and casino analyst for 
Philadelphia's Janney Montgomery 
Scott, worries about a recession and a 
consequent "bloodbath" among At- 
lantic City casinos next year. 

To thwart Pratt as a potential com- 
petitor, Trump first tried to block him 
at the zoning board. But the zoning 
authorities granted Pratt approval by 
a 7-tu-0 vote. 

'iter put the site back on 
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in Atlantic City, about a third of all 
first-class rooms in the city. 

The Pratt people are outraged. 
"What kind of people would negotiate 
the conveyance of title at 3 a.m. Sun- 
day morning?" fumes Roberto Rivera- 
Soto, Pratt's legal counsel. "People 
who do that are usually hiding some- 
thing." Pratt is suing Penthouse for 

Wolfgang Freilhu 

Trump real estate in At/antic Cit\' 
Please, no more casinos. 

breach of contract, and is suing Don- 
ald Trump for interfering with a con- 
tract. "If they think they can just 
walk over us," Rivera-Soto growls, 
"they arc in for a surprise." 

But doing business at three in the 
morning, as Trump and Guccione tell 
it, was perfectly natural under the cir- 
cumstances—every moment counted. 
Penthouse claims Pratt's contract to 
buy the land expired on Dec. 15, 1988 
and a 45-day extension proffered by 
Penthouse also lapsed. 

"Pratt could have made us wait a 
year or more so he could get his zon- 
ing and his gaming commission clear- 

ance in perfect order," says David 
Myerson, president of Penthouse. 
"Trump was paying cash, now." 

Myerson notes that Guccione has 
had the site since 1978, all the while 
paying leasehold fees, interest, taxes 
and maintenance costs. "Our costs 
have risen as fast as the value of the 
land," says Myerson, "so we will 
probably experience little or no gain." 

There's a further, curious twist. 
Trump's deal with Guccione calls for 
his paying $56 million for the site. 
That's ostensibly $5 million less than 
Pratt had promised. It may well be, 
however, that Trump has at least 
matched Pratt's $61 million and even 
topped it. Here's why: Trump also 
promised to pay at least an additional 
$16 million for Guccione's part inter- 
est in two other parcels of land, within 
a block of the main site. That would 
bring the total Trump-to-Penthouse 
consideration up to $72 million. 

One cynical observer asks an inter- 
esting question: Is Penthouse's inter- 
est in the two other parcels really 
worth $16 million? Or are they allo- 
cating an unrealistically high amount 
to the smaller lots, so as to reduce the 
amount it appears Trump is paying for 
the big lot and, conceivably, give Guc- 
cione cause to go after Pratt for al- 
leged damages? Interestingly, Stephen 
Hyde, manager of Trump's Atlantic 
City operations, is vague about the 
price paid for interests in the two ad- 
ditional parcels, saying only: "It's 
subject to appraisal." 

In any case, losing the main site to 
Trump would be a blow to Pratt Ho- 
tel's ambitions in Atlantic City. The 
hotel company hasn't been very prof- 
itable in recent years, and its stock is 
selling for little more than $1 a share. 
With so much at stake, small wonder 
that Pratt is trying to undo the 
Trump-Guccione deal in the courts. 
Vows Rivera-Soto: "We will show in 
court—not in the press—what the 
contract stipulated, which will show 
we still have a valid contract." 

Small wonder, too, that Guccione is 
headed for court. Says Penthouse's 
Myerson: "We are suing Pratt for 
damages and to compel them to sell 
us their interest in the two neighbor- 
ing parcels." 

If Pratt cannot get its original deal 
back, it cannot be pleased with its 
prospects. If Trump buys the main 
site and the nearby parcels, then Pratt 
is frozen out. If Pratt prevails in at 
least holding on to its share of the 
small parcels, then it has Trump for 
an unwanted partner. 

Trump? At the very least, he stiff- 
arms more competition for several 
years. ■ 
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When advertisers hawk a 
product to financial plan- 
ners, steer clear, warns 
Harold Gourgues. 

Prophet 
without 
honor 
By Joe Queenan 

T| HE PAGES OF Financial Planning 
magazine, once replete with 

pitches for mutual funds and 
real estate, are currently dominated 
by advertisements for insurance prod- 
ucts. To Harold W. Gourgues Jr., this 
means just one thing: The time has 
never been worse to buy this stuff. 

Gourgues is an Atlanta financial 
planner and the publisher of a peculiar 
monthly newsletter called the Gour- 
gues Report. He is also an intermittent 
thorn in the side of the International 
Association for Financial Planning be- 
cause of his Ad-Index, which suggests 
that investment products generally go 
into the tank shortly after an abun- 
dance of full-page ads for them show 
up in the IAFP publication, Financial 
Planning. 

Though Gourgues did not begin 
publishing his index until 1985, he 
has counted ads back to 1979 and 
claims to have found potent support 
for his theory. For example, he asserts 
that real estate ads were taking up 
two-thirds of the full-page ads in the 
magazine by April 1985, at which 
point real estate began a protracted 

Thomas England 

Newsletter publisher HaroldW. Gourgues 
It's a bad time for annuities. 
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(( Of all the hotel's many pleasures, 
I found none more charming than an 
early-morning stroll about the grounds. 
So, as was my custom, I arose before six. 

"As I reached the secluded garden, 
there to peruse the morning Journal, 
another early-riser passed. I smiled. 
He smiled. It was some minutes later 
that I realized I'd exchanged pleasantries 
with a man who hadn't been photo- 
graphed in two decades. 55 

r 11       * 

^m 

The Beverly Hills Hotel and Bungalows. 
9641 Sunset Boulevard, Beverly Hills, CA 90210 (213) 276-2251 Reservations (213) 278-1487 

Cable: BEVHILL • Telex: 188586 • TWX 910-490-2580 
Represented nationally by ^U^^UU SiSU (800) R-WARNER 

Charlotte is a lot bigger 
than you might think. The available 

labor force alone in the region surrounding 
Charlotte is over 657,000. And that's just one 
big reason you should consider relocating here. 

For more information, call Terry Orell at 
(704)378-1311. Or turn to the next page. 

Charlotte 
NORTH CAROLINA 
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Variable Life products ate offered by New England Variable Life Insurance Company. Boston. MA 

IF YOU'RE PLANNING YOUR ESTATE, PLAN TO SEE 
YOUR FINANCIAL PARTNER FIRST 

Without the right financial partner, planning 
your estate can be a taxing experience. 

Fortunately, a local representative of 
The New England can work with your lawyer 
and accountant to show you how you can 
minimize estate taxes and provide maximum 
financial security for your dependents. We also 
offer strategies that can make charitable gifting 
less costly. And if needed, we can help you 
provide for the preservation and continuation 

of your business. 
Call 1-800-222-2725, Ext 444 

for our free booklet, "Estate Planning: 
Protecting and Distributing Your 
Assets." It describes Survivorship Life 
and other estate planning products 
including traditional, universal, and 

variable life insurance. 
The last thing you want to leave your loved 

ones is the task of sorting out your estate. 
The New England. Your Financial Partnei 

Your Financial Future. 

NlE The New England' 
Your Financial Partner 



slide. He says ads for stocks, bonds 
and mutual funds made up 39% of the 
full-page ads in April 1987, while the 
bond market was collapsing, and had 
leveled to 26% when stocks crashed 
in October. He says gold peaked at 
aver $850 an ounce in January 1980, 
and ads for gold and other tangibles 
topped out a month later at 83%. 

Why pick on Financial Planning 
magazine? 

"It has a more diversified group of 
ads than any other publication, and 
they're ads directed at people who sell 
investments," he explains. 

On the surface, it seems odd that a 
financial planner should attack the 
house organ of his own profession. 
But Gourgues purports to occupy the 

"Altruism—that is, placing 
the welfare of others before 
our own—is spilling over 
from the older professions to 
financial planning." 

moral high ground of the investment 
advisory community, constantly ex- 
horting his colleagues to remember 
the true purpose of financial planning: 
helping other people. 

"Altruism—that is, placing the 
welfare of others before our own—is 
spilling over from the older profes- 
sions to financial planning," he 
writes, apparently referring to such 
notoriously altruistic professions as 
medicine and law. Thus, what makes 
the Gourgues Report different from 
more venal publications is that it 
aims specifically at financial planners 
who fit the description of "selfless." 
So far, he has 750 subscribers out of 
approximately 150,000 U.S. planners. 

The Ad-Index is not rigorously pre- 
cise. It flashed a warning on stocks 
and mutual funds in April 1987, a full 
six months before the crash. And de- 
spite Gourgues' clarion call that ads 
for stocks, bonds and mutual funds 
reached a worrisome level last Sep- 
tember, the market has continued to 
move up nicely. That's why Robert 
Clark, editor of Financial Planning, 
dismisses the Ad-Index as little more 
than an amusing curiosity. "In retro- 
spect you can always see where the 
peak occurred," says Clark. "The 
problem is that the whole time things 
are heating up, you have no clue 
where the top will occur. It might go 
to 67%, which seems like a lot, but it 
could keep going to 85%." 

Clark has a point, but it doesn't 
undercut Gourgues' belief that his in- 
dex at least flashes a warning that the 
end is nigh, and is useful to those who 
would rather get out 200 points too 
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SEE THE WONDERS OF EUROPE. 
THEN BRING ONE HOME. 

Combine your next European trip 
with the purchase of Scorpio, the 
German sedan that walked away 
with 18 major European automotive 
awards. The Scorpio European 
Delivery Program makes it easy. Your 
car is licensed and fully documented 
when you arrive-for you to enjoy on 

the continent. When your trip ends, 
just return your Scorpio to one of 19 
locations in 8 countries, and it will be 
shipped directly to your U.S. dealer. 
Scorpio. Imported from Germany 
for select Lincoln-Mercury dealers. 
For more information, call 
1-800-822-9292. 

SCORPIO 
GERMAN PERFORMANCE YOU CAN BE COMFORTABLE WITH. 

Buckle up-together we can save lives. LINCOLN-MERCURY DIVISION  CSZrKt^) 

Charlotte has a population base 
of over 5.2 million within a 100-mile radius. 

That's bigger than Memphis. Bigger than Atlanta. 
Bigger than Miami. In fact, Charlotte is located in 
the center of America's fifth largest urban region. 

For more information, call Terry Orell at 
(704) 378-1311. Or turn to the next page. 

XORniCAROUW 

131 



MOST of mm 
WE HAD TO SAY 

ABOUT BUSINESS 
THIS MORNING WAS 

UNPRINTABLE. 
THE MORNING TIMES -   < 

, Ion post 

NATION'S BUSINESS TODAY   ON ESPN. 
WITH THE LATE-BREAKING STORIES THAT 
MORNING PAPERS JUST CAN'T COVER, 
WE GIVE YOU A COMPETITIVE EDGE. 

The business world is still up after most newspapers have 
been put to bed. So a lot of what happens overnight catches 
them napping. And if you're not careful, it might catch 
you too. 

Which is why you should wake up with "Nation's 
Business Today" on ESPN. 

Starting every weekday at 6:30 AM (ET), "Nation's 
Business Today" brings you two hours of up-to-the-minute 
business news. Broadcast live from the nation's capital. 

We cover all the latest financial and economic develop- 
; America and around the world. In a consis- 

tent feature format that 
makes it easy to find the 
information most critical 
to your own business. 

We also provide 
interviews with today's 
business leaders. Special 
reports on small business, 
technology, international 
:rade, investment oppor- 

ies and the movers 
■ 1988 ESPN. ire- 

Daily News Schedule 

(All Times Eastern) 
Top Business News 
Financial News 
Small Business News 
Special Business 

Features 
CEO Close-Ups 
Internat'l Business Line 

1st 2nd 3rd 4th 
'fehr 'fehr 'fchr 'fehr 
6:30 7:00 7:30 8:00 
6:35 7:05 7:35 8:05 
6:40 7:10 7:40 8:10 

6:50 7:50 
7:15 8:15 
7:25 

■ 

and shakers on 
Capitol Hill. And 
even weather fore- 
casts for business 
travelers. 

With their own 
unique blend of 
insight and analy- 
sis, our anchors 
will give you an 
insider's perspec- 
tive on where the business world is heading. Carl Grant is 
an award-winning anchorman and investigative reporters 
well as a nationally renowned business and government 
expert. Meryl Comer is an Emmy Award-winning producei 
and journalist. Together, they bring more than 40 years of 
solid business news expertise to ESPN. But it should com 
as no surprise that a network so acclaimed for covering 
tough competitors at play would be equally good at cover- 
ing them at work. 

"Nation's Business Today" on ESPN. Just listen to 
what our experts 
have to say about 
the day's business. 
And hear the kinds 
of things that the 
morning papers 
find unprintable. 

I 
THE TOTAL SPORTS NETWORK 



early than 500 points too late. 
Gourgues argues that many of his 

detractors are less interested in help- 
ing mankind and more interested in 
helping themselves. "An activity has 
to rise to a certain level of altruism 
before it is considered to be a profes- 
sion by the public," he writes. "Until 
such time as financial planning is 
practiced more altruistically, more 
universally, it will not be thought of 
as a profession." We won't hold our 
breath on this one. 

In addition to the Ad-Index, Gour- 
gues' newsletter features portfolio ad- 
vice (he is big on bonds) and updates 
on developments in the financial 
planning field. This is usually not 
enough material to fill eight pages, so 
subscribers also get treated to his ru- 
minations on cyclical theory, numer- 
ology and the difficult task of recon- 
ciling the physical and spiritual 
worlds. Typical is a December 1988 
article called "Triangularity: The 
Natural   Way    of   Your    Financial 

Financial Planning claims 
that Gourgues* theory only 
proves the obvious: that 
advertisers push what's 
popular at the time. 

World," in which Gourgues suggests 
that all good things come in threes, 
even financial planning. In another 
issue, he draws an analogy between 
Einstein's theory of relativity and 
price/earnings ratios, suggesting that 
theories about kinetic energy and the 
velocity of mass can be applied to the 
investment advisory business. Black 
holes might be more appropriate. 

Back on this planet, Gourgues is 
intrigued by the tiny number of ads 
for tangibles in Financial Planning. "In 
spite of all the fear of inflation, there 
has been no increase in the advertis- 
ing of tangibles," he observes. "The 
indicator is telling us the inflation 
scare is an illusion. Personally, I be- 
lieve we're already in a recession." 

Gourgues cautions subscribers that 
his index is useful only for market 
tops, not bottoms. Thus, even though 
the percentage of real estate ads in 
Financial Planning has declined to 
zero, this does not mean that real es- 
tate has become a good investment. 

What does he see on the horizon? 
Persuaded that three consecutive in- 
creases in the discount interest rate 
always presage a market correction, 
Gourgues expects a Dow retreat of 
between 10% and 30%, at which 
point he will wade in and buy stocks, 
just as he told subscribers to do in 
November 1987. You can look it up. ■ 
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The Manila Hotel's Suite Deal Offer 
— a little investment in Manila's most historic hotel 

with a lot of pleasurable dividends 

If you are visiting Manila between 
now and December this year, we have 
just the suite offer to spice up your stay 

Ask for our Suite Deal Manila 
package and get a one-bedroom suite 
with a late check-out in Manila's 
most historic hotel at the incredible 
rate of US$175- <-*. 

The Suite Deal Manila 
package includes: 
One-bedroom suite for a 
maximum of 2 adults 
and 2 children 12 years 
old and below, 
Continental breakfasts 
for a maximum of 2 

persons, Airport transfers (provided 
with flight information), Late 
check-out till 6 p.m. at no extra 
charge (subject to availability), 
Welcome drinks and fruits. 

Next time you're on a visit, 
don't forget to ask for our Suite Deal 
Manila offer. 

Valid till December 31,1989. 
Bookings must be identified 

and certain restrictions may 
apply. Advance reservations 
required. * + + Subject to 
10% service charge and 
13.7% government tax. 

There are perhaps a dozen incredible places you must see in the Orient. One of them is a hotel. 

Rizal Park (P.O. Box 307), Manila Philippines   Telex: 40537 MHOTEL PM 

Fax; (63)(2) 47-1124 or 48-2430    Telephone: (63)(2) 47-0011. Or contact: R.F. Warner Inc. New York, 
John Tetley Co. Los Angeles,   Utell International-Sahara, KLM/Golden Tulip Intl B.V. 

The combined assets of the banks 
headquartered in Charlotte total over $80 billion. 

That means our city has the biggest supply of 
business capital south of Philadelphia. 

And the seventh biggest supply in America. 
Call Terry Orell at (704) 378-1311. Because 

if you think Charlotte is just another 
mid-size city, you're in for a big surprise. 
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The second in a series to help set the record straight. 

The Price My 
'When companies say they can save you I 
20% off our long distance prices, take a look 
at what they're really comparing/' I 

Elroy Cart wright, 
AT&T District Sales Manager 



i Destroyed 
"Some of our competitors like to compare their apples to 

our oranges. 
They don't like to compare their discount calling plans to 

AT&TP#0SM WATS (apples to apples). Because they would have 
to admit our price is extremely 
competitive. And they wouldn't 
like admitting that. 

AT&T PRO WATS is our discount 
plan for businesses that spend $120 
a month or more on long distance 
calls. It can save you 10% to 38% off 
AT&T long distance rates. 

Some competitors may have 
also led you down the garden path 
about a few other facts. So let's 
Clear Up the confusion. Elroy Cartwright, AT&T 

AT&T PRO WATS has distance-sensitive pricing, detailed 
billing and it works off your existing lines. So there's 
no installation. 

What's more, with AT&T PRO WATS, you get discounts on 
out-of-state AT&T Card calls and many direct-dialed calls to 
47 of the most frequently called countries. 

So the next time someone tells you they can save you big 
numbers compared to AT&T long distance, call us.They could 
be comparing apples to oranges. Or they're totally bananas." 

Call us now and we'll compare apples to apples: 
1800 222-0400 

AT&T 
The right choice. 



Advertisers and their agencies once pro- 
duced many of the best shows on television. 
Then the networks pushed them aside. Now 
advertisers are getting back in the game. 

The return of 
"the sponsor" 

By Deirdre Fanning 

IT HAS BEEN nearly 30 years since 
sponsors and their ad agencies re- 
luctantly handed over the power 

of creating television shows to the 
programming departments of the 
three networks. Now some big adver- 
tisers are back in the game, and, given 
the current commotion over sleazy TV 
sitcoms and sensation-mongering 
talk shows, expect more to join. Da- 
vid Braun, director of media and pro- 
motion services at General Foods, 
which produces made-for-television 
movies in its "General Foods Golden 
Showcase," says, "Producing our own 
shows gives us a better chance to 
showcase our brands and 
also have control over 
the program." 

Sponsor-produced pro- 
gramming was common- 
place in what many still 
think of as TV'S "golden 
age"—such shows as the 
"U.S. Steel Hour," "Wes- 
tinghouse Studio One." 
"Goodyear Television 
Playhouse" and "Philco 
Television Playhouse" 
introduced Paul New- 
man, Sidney Poitier and 
Joanne Woodward to 
viewers. All these shows 
were created, produced 
and often directed by the 

• themselves. 
BL iccessof 

' aally 
prov .for 
by building up h 

■ 

network 
they were 
more  valuable    ... 

The networks began producing their 
own television shows, eventually re- 
ducing sponsor airtime to high-priced 
60-second—and soon even 30-sec- 
ond—commercials scattered through 
the shows. 

Now the tables have turned again. 
Competition from cable TV and the 
videocassette boom have shrunk net- 
work audiences by nearly 25% in the 
last ten years. Smaller audiences, of 
course, mean smaller advertising rev- 
enues. Yet production costs have con- 
tinued to climb, creating a squeeze 
that the networks are now willing to 
help offset by letting the advertisers 
shoulder the cost of production. 

At least ten major advertisers, in- 
Wisconsin Center for Film & Theater RcSdUth 

eluding Chrysler, Campbell Soup, 
AT&T and Procter & Gamble, are back 
producing shows for network televi- 
sion.* Earlier in the current season 
"AT&T Presents" broadcast Day One 
on CBS, a drama about the making of 
the first atomic bomb. Next month 
Campbell Soup is scheduled to fea- 
ture on ABC a movie about Jessica 
McClure, the little Texas girl who 
was rescued after she fell into a back- 
yard well. 

Putting together such programs 
does more than allow sponsors to set 
minimum standards of taste and qual- 
ity for the shows in which their ads 
appear. Producing the programs can 
also bring in back-end money. Under 
current federal regulations networks 
are not allowed to participate in the 
lucrative syndication aftermarket for 
programs first aired on network TV, 
but corporate sponsors face no such 
restrictions. Thus they can take in on 
average at least $350,000 per program 
in domestic syndication licensing 
fees, as well as at least another 
$350,000 from foreign rights. 

Demand for sponsor-produced pro- 
gramming, both syndicated and origi- 
nal, is expected to become particular- 
ly strong in Europe, where state- 
owned TV monopolies are being 
rapidly dismantled, creating a need 
for programming to fill the proliferat- 
ing number of private channels. "De- 
mand over there will be huge," says 
Gordon Link, a McCann Erickson ex- 
ecutive vice president. "And the ad 
agencies in Europe will play a large 

role in helping to create 
a situation analogous to 
the U.S. in the 1950s." 

Coca-Cola, for exam- 
ple, is currently offering 
two shows on European 
TV. The Coca-Cola Euro- 
chart Top 50 is a live rock 
show; Rockfile profiles 
rock personalities. 

The return of the 
sponsor doesn't guaran- 
tee better-quality pro- 
gramming on television, 
but it does mean times 
are getting tougher for 
the networks. Just as 
their takeover of pro- 
gramming in the 1960s 
was a sign of their rise to 
power, so is the surren- 
der of some of that pro- 
gramming to sponsors in 
the 1980s a sign of the 
networks' decline. ■ 

Steiger and Nancy Marchand star m Use 1953 "Goodyear 
ion Playhouse" program "Marty" 

'Procter & Gamble neivr slopped 
packaging daytime soaps like Art- 
other World, As tf)e World Turns 
and The Guiding Light 
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Savor The Taste Of Time. 
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Pinch 15 Year Old. Aged To Perfection. p? 
Hand Blended By The Oldest Distillers OiScotch Whisky. /Ptnctt 



WE HELP A HEAW 
STICK TO THEM 

Everyday, the primary division 
-Uumax Inc. ships over four 

million pounds of aluminum 
. Ingots. Slabs. Billets. 

i heavy metal. 
A] J xjs America's third 

largest aiuminum producer meet 
its den lies? With 
compul en is from Prime. 

We gave Alumax the capacity 
reorganize and track primary p 
tion. Coordinate shipping and inv 
Control volume. Monitor invent* 
So the right materials show up w 
and where the/re supposed to. r- 
Alumax performs with less inver 
and saves money because things 
smoother. 



frw 

Hi 

AETAL GROUP 
CHEDULE. 

! also let headquarters in California share 
nation with plants in South Carolina, Mary- 
and Washington. And we keep everyone up- 
te with a flexible financial reporting system. 
198^ Alumax made a big dent in the market 
sales of more than $2.2 billion. That success is 
•four success. Prime is a Fortune 500 com- 
with annual revenues of over $1.5 billion. 
rou'd like to know how Prime can help you get 

your act together, call 1-800-343-2540 (In 
Canada, 1-800-268-4700). 

Prime. Because performance is eveiything. 

Prime 
Prime Computer, Inc. 
Prime and the Johnson & Johnson Family of Companies are 
proud co-sponsors of the PBS series NOVA. 



The Up & Comers 

Risk Takers 
When General Mills put his division on the 
block, Ron Doggett had three children 
nearing college age and was about to sign 
a mortgage. But that night he told his wife 
that he had spotted... 

"The chance 
of a lifetime" 

By Patrice Duggan 

JAPANESE CONSUMERS don't like 
American products? Take a look 
at the duty free shop at San Fran- 

cisco's airport, where well-dressed 
Japanese businessmen and tourists 
stack luggage carriers with 6- 
pound cartons of beef jerky 
specially flavored with teri- 
yaki sauce for Japanese 
tastes. The carriers are free to 
anyone buying two or more 
boxes of jerky, SI90 worth. 
But lots of these customers 
will buy as much as $500 of 
the chewy, dried meat. 

In stores throughout Ja- 
pan—and Taiwan, Singapore 
and Hong Kong—beef jerky 
produced by Raleigh, N.C.'s 
GoodMark Foods, Inc. is be- 
ginning to appear. GoodMark 
Foods? It's a small (1989 esti- 
mated revenues, $132 mil- 
lion) but rapidly growing 
food company that is show- 
ing how creative and aggres- 
sive a business can be once 
it's free of an unappreciative 
parent. 

The man in charge of GoodMark is 
oar-old Ron Doggett. The soft- 

spoken son of a Minnesota farmer, 
shed high school in Aus- 

ilv tried farming. 
ie Korean War He enlist- 

ed a- sed the GI Bill 
ankato State 

Uni • tdent, 
Doggett tool -aved 
whil aunt, 
tried to develo] a   i .(.li- 
ter in southern IV] i 

two years the scheme fizzled. After 
graduating with a degree in business 
in 1961, Doggett repressed his entre- 
preneurial drives and went to work for 
General Mills as a controller. 

For   the   next   20   years   Doggett 
worked for the food company. In 1967 

GoodMark Foods' Ron Doggett 
A flair for timing. 

ing everything from beef jerky to sau- 
sage to potato Bugles. But Doggett, 
who was by now GoodMark's vice 
president of finance, was troubled. 
"Under General Mills," he recalls, 
"we had lowered quality, increased 
price—and all the time our volume 
was going the wrong way." 

By October of 1981, General Mills 
apparently decided that it had gotten 
what it could out of GoodMark. Man- 
agers from the parent paid a visit to 
Raleigh and informed Doggett and his 
colleagues that General Mills was 
hanging a FOR SALE sign around Good- 
Mark. Doggett, 46 at the time, had 
three children nearing college age and 
was about to sign a new mortgage. But 
that night at home, he told his wife 
that he had spotted "the chance of a 
lifetime." 

The opportunity, of course, was a 
management buyout of their divi- 
sion—a fairly rare maneuver back in 
1981. Over the next six months, Dog- 
gett and three other vice presidents 
struggled to put together an offer that 
General Mills would take seriously. 
Doggett and his team, like most of the 
country, had not yet heard of Michael 
Milken or junk bonds. They would 
have to finance the GoodMark acqui- 

"*on sition themselves, and at a 
time when interest rates 
were nearing 20%. 

Finally they came up with 
an offer General Mills ac- 
cepted: $15 million—$12 
million from banks, $3 mil- 
lion in notes taken back by 
the seller—plus $50,000 cash 
in equity from each of the 
four partners. Doggett be- 
came president and chief op- 
erating officer. To swing this 
highly leveraged deal, Ron 
Doggett was, for the second 
time in his life, putting all 
his savings on the line. 

To handle the debt, the 
new owners might have been 
expected to cut costs, as the 
former owner had been do- 
ing. Instead, they upgraded 
the quality of the product to 
make it closer to what it had 

he was promoted to vice president at 
Slim Jim, Inc., which General Mills 
had acquired from a Philadelphia en- 
trepreneur. Slim Jims are those spicy 
meat sticks that sit in front of the 
cash register in 7-Elevens around the 
country. 

By 1981 Slim Jim had been renamed 
GoodMark Foods and had moved its 
headquarters from a Philadelphia 
blum to more comfortable quarters in 
Raleigh, N.C. It was nicely profitable 
on $50 million in sales and was mak- 

been in the 1930s, when Slim Jims 
were sold in Philadelphia bars. That 
meant reducing the soy and milk 
products that stretch expensive beef 
and chicken, and cutting back to the 
minimum the sodium nitrate re- 
quired by regulators and loathed by 
consumers. 

Now they had to sell the product. 
But to whom? "Someone once said 
we're a blue-collar food," says Dog- 
gett. "But when I go to analyst meet- 
ings some guy always says, 'So you're 
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Stay at Hilton with the 
American Express Card and 

get double points. 

And that's not the half of it. 

When you stay at a participating Hilton any time between now and 
the end of 1989 and use the American Express" Card, you'll get the 
following exclusive package of rewards and travel benefits* It is 
unsurpassed, unmatched and unprecedented in the hotel industry, 
and it all starts with double points in the HHonors reward program. 

The HHonors Promise— 
total satisfaction 

Hilton assures Cardmembers total satisfaction with their stay and 
membership in the HHonors program. Here's how: 

Guaranteed Hospitality—When you use the American 
Express Card at a Hilton and for any reason are not satisfied with 
your stay, you'll receive a confirmed Towers or best available room 
upgrade for a future stay. Guaranteed. 

Guaranteed Earnings — If you're an HHonors member and 
also a member of a major competitive program that gets you a 
standard HHonors reward faster, Hilton will match it. Guaranteed. 

Guaranteed Rewards — If reward levels rise, that won't 
affect you. Hilton assures Cardmembers the right to redeem and 
use rewards at the current point level through 1990. Guaranteed. 

Act now and get a free weekend night 
As an HHonors member, each time you use the American Express 
Card to stay at Hilton between now and April 30, 1989, you will 
receive a QuickStart Certificate for a future stay. It entitles you to a 
free Friday, Saturday or Sunday night when you stay the following 
night at the QuickStart rate. 

New HHonors members who enroll before April 30 will also 
receive a special 3000-point American Express Cardmember 
Enrollment bonus. 

If you're not already an American Express Cardmember and 
HHonors member, you can apply the next time you stay at a Hilton, or 
by calling 1-800-358-8000. You too can then enjoy these unprec- 
edented benefits and rewards. Only at Hilton. Only with The Card. 

•Offers available at participating H Honors Hilton*. Full terms and condition* of the HHonors program and 
this promotion will be provided when you enroll HHonors members who qualify for the QuickStart 
Certificate will receive full details of its terms and conditions. All exclusive features of the H Honors program 
for American Express Cardmembers are provided by Hilton Hotels. 01989 American Express Travel 
Related Services Company. Inc. 

-Honors 

M. E.  fctdiell. 
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II   LTON    and   the    AMERICAN     EXPRESS     C A R D. 

Travel Has Never Been So Rewarding. 

HILTON I ■ Cards 
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One thing 
every 

executive 
should 

have after 
retirement: 

An adventure. 
Through the International Execu- 

tive Service Corps-the not-for-profit 
organization that sends U.S. man- 
agers to help businesses in develop- 
ing nations-you can volunteer for 
short-term assignments in foreign 
countries where you're truly needed. 
Although you will not be paid, you 
and your spouse will receive all ex- 
penses, plus the personal satisfaction 
of teaching others while you discover 
more about yourself. 

It's an adventure of the spirit. And 
the time to explore it is now. So 
please, don't let this golden opportu- 
nity pass by. Send for more informa- 
tion today. 

International 
Executive 
Service Corps 

ii H.M< n 

Turn your lifetime of experience 
into the experience of a lifetime. 

YES. I'd like 10 share my lifetime of experience 
wuli others. I recently retired from my position as 
a hands-on manager with a us. company. I also 
understand th.it volunteers and their spouses 
receive expenses, but no salary Please send me 
more information now. 

Name  

Address- 

City - Zip. 
In what publication did you see this ad? 

M. P.O. Box 10005 
; faster 

tespoi 000    CM 
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A NATIONAL NFTWORK ' HOMES 

Your stay inch 
P. 0. Box 535, Can.! 
1-800-624-56^1 
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Slim J bus for sale in a Taipei "boutique 
Cashing in on Asian demand. 

the ones who make Slim Jims. I've 
eaten them all my life.' " 

In a multimillion-dollar push into 
supermarkets in 1986, GoodMark ini- 
tially took too cautious an approach 
in its TV commercials and sidestepped 
its best customers. "We were aiming 
at the wholesome family image," ex- 
plains Kevin Migdal, GoodMark's 
marketing director. Finally, after 
much trial and error, GoodMark dis- 
covered who really likes Slim Jims: 
teenage boys, who eat six or seven at a 
time. GoodMark refocused its mar- 
keting effort, and was able to get shelf 
and counter space for Slim Jims in 
50% of U.S. supermarkets. 

Besides targeting supermarkets, 
GoodMark poised itself to take advan- 
tage of any new market niche. Last 
year, spicy food was hot. So Good- 
Mark formed a licensing agreement 
with Louisiana's Mcllhcnny Co., 
maker of Tabasco sauce, to make Ta- 
basco-flavored Slim Jims. 

Then, last spring, Paul Mcllhenny 
read in Time magazine that George 
Bush's favorite snack was pork rinds. 
He faxed the article to Doggett, who 
scrambled to find someone who made 
pork rinds. Within two weeks—just 
in time for the Republican conven- 
tion—GoodMark had produced a spe- 
ciaJ edition ot Tabasco pork rinds. 
Each bag featured a red-whitc-and- 
blue pig and the slogan "They're Re- 
publican' Good." GoodMark shipped 
20,000 packages and still ran out be- 
fore the convention ended. But the 
real payoff came in the form of free 
publicity, when NBC'S Tom Brokaw 
held up a bag on national TV. 

GoodMark now holds 44% of the 
meat snack market, more than the 
next six competitors combined. So for 

further growth Doggett must broaden 
the product line. Last year he acquired 
Fleetwood Snacks, an $8.5 million 
cookiemaker in Fleetwood, Pa. This 
puts GoodMark's toe in the door of 
the $3.7 billion cookie market. Dog- 
gett says he'd like to make other ac- 
quisitions like Fleetwood—small, re- 
gional food companies with plenty of 
growth potential. 

Having bought GoodMark cheap, 
Doggett again demonstrated a flair for 
timing when he sold 36% of Good-. 
Mark to the public for $16 million in 
1985, when the new-issues market 
was still bubbling. Most of the pro- 
ceeds of the issue were used to reduce 
debt, which is now just 33% of capi- 
tal. Meanwhile, GoodMark's market 
value has grown almost 50%, to $64 
million, since the initial offering, and 
Doggett still owns 29%. (Two part- 
ners sold out in 1983; the fourth, who 
still owns 26%, has retired.) The hold- 
ing is worth $19 million, not a bad 
return on his $50,000. 

With Wall Street now dazzled by 
consumer packaged goods, Good- 
Mark's shares ran up 20% in the over- 
the-counter market last month, hit- 
ting 15

S
/K—around 14 times this year's 

estimated earnings—on heavy trad- 
ing. "GoodMark," speculates one ana- 
lyst, "would be awfully attractive to a 
lot of bigger companies." And 
wouldn't that be the height of irony: 
A company prospers by breaking 
away from a shortsighted big compa- 
ny, only to end up as an appendage to 
another conglomerate. 

But don't count on the insiders' 
selling out. They like things the way 
they are. "We used to answer to Gen- 
eral Mills," says marketing's Migdal. 
"Now we answer to the consumer." I 
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Smooth sailing to 
84 countries around 
the world. 
It may surprise you that Lufthansa, the airline of 
Germany, also flies to Australia, India, Japan, 
Tanzania, Yemen, anywhere business takes you. 

But what shouldn't surprise you is that, no 
matter how unusual your destination, you can 
always expect our usual commitment to getting 
you there without the slightest turbulence. 

People expect the world of us. 

O Lufthansa 
German Airlines 

Lufthansa is a participant in the mileage programs of United. Delta. 
USAir and Continental Eastern  See your Travel Agent for details. 



This proposal to fund 
toxic waste cleanup 

isdes|gned to keep the 
environment green 

One of the most crucial public policy 
problems facing America today is the 
gridlock that has tied up our national 
attempt to deal with toxic waste. Not 
only does this issue affect the quality of 
the environment, it represents a major 
economic challenge as well. 

Studies by government agencies estimate 
that at least $150 billion will be required to 
rectify hazardous waste sites that dot the 
U.S. landscape Other research says that the 
costs could be higher. 

This leads to the key question: How do we raise that 
amount of money without shackling the economy's ability to 
create jobs and compete internationally? As this suggests, 
economic forces are at the heart of the inaction on cleaning 
up the environment. 

When the legislation designed to do that job-commonly 
known as Superfund-was renewed in 1986, the intent was to 
deal with the country's highest priority waste sites, 'fet to date 
only a few of them have been addressed. 

; his state and what can be done to change 
it? ^fe imi bask facu >rs to answer that: 

One: Th ■ ised K> assess and collect funds 
todeanu] .^andoned waste sites 
is founded on t! •; active liability: This 
means that compai sponsible tor 
environmental damage d. .. ,r thirty wars 

ago, or even longer. That's true even 
when those companies did not violate any 
waste disposal laws, or act deliberately 

or irresponsibly 
Two: It is enormously costly and 

difficult—and sometimes impossible-to 
find out who is responsible for pollution 
at most older waste sites. The contamina- 
tion occurred over decades and often the 
sites were common dumping grounds. 
Consequently, governments at all levels 

are spending huge sums in their attempts to find polluters 
and fix liability. 

Three: The staggering costs of cleanup are a major 
impediment to progress on improving the environment. 
The average price per waste site is $25 million and can range 
up to several billion dollars. With stakes this high, it's 
impractical for any one party to bear the entire financial 
brunt of what amounts to a broad public problem. Even 
major corporations would be strained. The result? Fewer new 
jobs created and a reduced ability of American business to 
compete internationally To be sure, we cannot look to 
gc A eminent for more money given the federal deficit and the 
pressure on state and local government budgets. 

Four: With the above three factors at work, our environ- 
mental efforts have bogged down in a morass of litigation. 
Most of the action is taking place in court, instead of at the 
waste sites. In some cases, even when insurers did not 



And do the same for 
the economy. 

cover pollution damage, there's been an 
inclination to look to the insurance 
industry as a public treasury when no 
other sources are available to pay the 
cleanup costs. But that's no solution 
since the total environmental price tag 
exceeds the surplus of the entire United 
States insurance industry 
A Proposed Solution 

So we come back to the central ques- 
tion: How can we fund our national 
program to restore the environment? At AIG, we believe 
the answer lies in spreading the costs more broadly 
and equitably 

This could be accomplished if we created a National 
Environmental Trust Fund, which would be administered by 
the Environmental Protection Agency This would be a 
dedicated fund whose resources would be used only to clean 
up hazardous waste sites. 

The Fund could be financed by 
adding a separate, earmarked fee to the 
commercial/industrial insurance premiums 
now paid in the United States. 

Even a modest assessment could 
provide enough money to deal with the 
1,000 highest priority waste sites over 
the next decade. This approach would 
not require a new government agency 

American International Gnxjp is the 

largest underwriter of commercial and 
industrial insurance in America and the 
leading U.S.-based international insurer. 

The nature of our business means we 
deal every day with issues affecting the 

future of American and world society: 
VCe have established this forum to focus 
attention on the 
importance of 
addressing 
these issues. 

or new taxes. The fee would replace the 
current method of environmental taxation 
to give Superfund a new, more effective 
way to finance its mission. 

The new Trust Fund would address 
only the old waste sites where respon- 
sibility for the pollution is not clear. Any 
enviromental damage occurring in the 
future, or that resulting from deliberate 
acts, would be dealt with on a fault basis 
with the polluters paying. 

The National Environmental Trust Fund thus recognizes the 
effects of past pollution as a national problem. It would avoid 
imposing an excessive financial penalty on any sector of business 
-or the economy as a whole. Most important, it would eliminate 
much of the endless litigation over pollution and enable us to get 
on with the job of cleaning up the environment. 

This is a general outline of a new approach to an old 

problem. We've purposely presented it 
this way to stimulate a dialogue and to 
elicit ideas on the details of how a 
National Environmental Trust Fund 
should be implemented. 

Please address your comments to: 
M. R. Greenberg, President and Chief 
Executive Officer, American International 
Group, Inc., 70 Pine Street, New York, 
New York 10270. Kffl 



The Up & Comers 

Lessons 

Determined not to let his work interfere 
with his play, Yvon Chouinard works only 
six months a year In spite—or maybe be- 
cause—of it, he has built one of the more 
interesting growth companies in the U.S. 

The man is 
the message 

By Fleming Meeks 

How's THIS FOR a grueling work 
schedule: fly-fishing and skin 
diving in New Guinea, kayak- 

ing and mountain climbing in Chile, 
surfing in Hawaii, back-country ski- 
ing in Colorado, fishing and diving in 
Mexico,  helicopter skiing in  Mon- 

tana, followed by three weeks of surf- 
ing and fishing with his family in Cos- 
ta Rica. 

"My number one priority is to have 
free time," says Yvon Chouinard, 
who works this way. "I've never 
worked more than six months a year. 
Last year I think I worked only four 
months, maybe five. And when I'm on 

David Hiscr'Phoiographers Aspen 

d and employees 
The risk ia not tukinq: ? sLsScs. 

a trip, I'm gone. I don't call in." 
It's only natural to be jealous. 

Chouinard, 50, is one of those fortu- 
nate entrepreneurs who have built 
businesses around what they like to 
do. His work is his play. And vice 
versa. He is further evidence of the 
sound advice given in Srully Blot- 
nick's book The Corporate Steeplechase: 
Young people should do jobs they en- 
joy, and if that enjoyment becomes 
lucrative as well, so much the better. 

Chouinard is the founder and chair- 
man of Ventura, Calif.-based Lost Ar- 
row Corp., the $67 million (1988 reve- 
nues) holding company best known 
for its rugged and colorful Patagonia 
line of outdoor gear. Virtually every 
product Lost Arrow sells—be it out- 
door sportswear, climbing, fishing or 
skiing equipment—is a product that 
he or his wife, Malinda, want to use. 
Says Kristine McDivitt, who was 
Patagonia's chief executive from 1978 
until last year and is now director of 
image and design: "Every innovative 
thing we've ever done has been from 
Yvon being out someplace and com- 
ing back and saying, 'You know, I was 
thinking. 

Even if a customer's idea of rough- 
ing it is riding the New York subways, 
the Patagonia image—products made 
for the out-of-doors, by outdoors- 
men—has strong pull. Carefully nur- 
tured by the company, this image has 
turned Patagonia products into a fash- 
ion statement. 

"It's like someone in New York 
City owning a Porsche," says Kathy 
Larramendy, head of design, explain- 
ing the Patagonia cachet. "They prob- 
ably never get it out of third gear, but 
they know what it could do." Pam 
Ranger, a salesperson at Neptune 
Mountaineering in Boulder, Colo., 
says Patagonia outsells comparable 
lines by 5-to-l. "People just walk in 
and Patagonia is what they want," she 
says. What makes Patagonia's brand 
recognition even more amazing is 
that last year the company spent less 
than $200,000 on advertising, not in- 
cluding the cost of its mail-order cata- 
logs, which go out only 2 times a year, 
as compared with the 22 different ver- 
sions of the L.L. Bean catalog mailed 
each year. 

Stories have been written about 
Chouinard that celebrate his lifestyle 
and call him an "antimarketer"—im- 
plying that he somehow succeeds in 
business without really trying. Noth- 
ing could be further from the truth. 
Chouinard tries very hard and thinks 
constantly about his company. "I 
really feel if you put your money into 
the product, you don't have to adver- 
tise   it,"   says   Chouinard.   "If   it's 
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unique, people are going to want it." 
The results reflect the effort. Since 

1981, Lost Arrow (Chouinard and his 
wife are the sole stockholders) has 
grown from $5 million in revenues to 
a projected $76 million in fiscal 1989 
(which ends June 30). Competitor L.L. 
Bean's revenues were $493 million in 
1988; Patagonia has room to grow. 
Chouinard's assistant, Madelyn Da- 
ley, produces a 6-inch-thick file of 
overtures from companies that have 
wanted to buy Patagonia; they in- 
clude VF Corp., Munsingwear and 
Grolier Inc. The company is probably 
worth around $100 million. But at- 
tached to each letter is a copy of a 
polite reply saying no thanks. 

About 60% of Patagonia's revenues 
comes from wholesaling to 650 retail 
accounts around the country. Anoth- 
er 20% comes from mail order; and 
the balance comes from the equip- 
ment business and the company's five 
retail stores. Pretax profits have 
grown from $300,000 to a projected 
$6.5 million. Ten percent of those 
profits is donated to environmental 
organizations—last year Lost Arrow 
gave $420,000 to about 250 different 
groups, from the American Ocean 
Campaign to the Yosemite National 
Institutes. Beyond image enhance- 
ment, this is smart marketing. "You 
give a few thousand dollars to a group 

with 50 volunteers," says Chouinard, 
"and you create 50 customers." 

The youngest of four children, 
Chouinard lived in the French-speak- 
ing town of Lisbon, Me. until he was 
8, when his father, a plumber and all- 
around handyman, moved the family 
to Burbank, Calif. A loner as a boy, 
Chouinard took to climbing in the 
Hollywood Hills, and banded eagles 
and falcons for the U.S. Fish &. Wild- 
life Service. He graduated from high 
school in 1957, took courses in geog- 
raphy at a community college, but 
never earned a degree. 

By this time, Chouinard was an ac- 
complished rock climber. As such, he 
was dissatified with the quality of the 
pitons (the forged steel spikes climb- 
ers drive into cracks in the rock) and 
carabiners (oblong metal rings that 
snap into a hole at the end of a piton 
and hold climbing ropes) that are the 
essential tools of the climbing trade. 

Chouinard decided to make better 
pitons and carabiners. He got a book 
on blacksmithing, scraped together 
"less than $100" to buy an anvil and a 
coal-fired forge, and began making his 
own pitons in his parents' backyard. 

He began selling his pitons to 
friends out of the trunk of his car as he 
traveled from one climbing site to the 
next. A year later Chouinard bor- 
rowed   $832   from  his  parents  and 

bought an aluminum forging die to 
make his own carabiners. 

Within a few years, Chouinard be- 
gan distributing his Chouinard Equip- 
ment gear through a small chain of 
mountaineering shops, the North 
Face, owned by his climbing friend 
Doug Tompkins, of the Esprit de 
Corps apparel house (FORBES, Mar. 21, 
1988). But climbing equipment was, 
and is, a tiny market. So in the early 
days Chouinard picked up extra mon- 
ey working as a private detective for 
Howard Hughes. (His older brother, 
Jeff Chouinard, was Hughes' chief of 
security from 1949 to 1968.) 

In 1965, after two years in the 
Army, Chouinard and a climbing 
friend, Thomas Frost, rented a tin 
shack behind a slaughterhouse in 
Ventura. They proceeded to redesign 
all the climbing hardware on the mar- 
ket, and sold it off a one-page price list 
mailed to other climbing friends. By 
1970, recalls Chouinard, Chouinard 
Equipment had 80% of the climbing 
equipment market but was still gross- 
ing only around $300,000 a year. 

Then Chouinard discovered the 
fashion business. In 1974 he went on a 
climbing trip to Scotland. He brought 
back some rugby shirts, which were 
eagerly snapped up by his friends. 
Chouinard sensed an opportunity. 
Over the objections of his partner, 
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Frost, who subsequently 
dropped out of the busi- 
ness, Chouinard Equip- 
ment began importing 
the shirts to the U.S. and 
selling them as climbing 
shirts. Within a year, 
sales were approaching 
the $1 million mark. 

From the beginning 
Chouinard insisted that 
his clothes be designed 
to be as technically 
sound as his climbing 
gear, a demand that has 
led to a series of much- 
copied innovations. In 
1976, for example, he 
came up with the idea of 
making clothes out of 
pile, a synthetic, fleece- 
like fabric that had pre- 
viously been used only 
as a liner for coats. It was 
lightweight and, unlike 
wool, it didn't absorb water. Within 
three years pile accounted for 50% or 
more of Patagonia's sales. 

But then competitors picked up 
pile. So Patagonia replaced it with 
bunting, a similar product with a 
tighter weave. Bunting, too, was 
adopted by the industry. In 1984 
Chouinard replaced bunting with syn- 
chilla, an even more effective fabric 
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Patagonia's sewing room 
A new cost consciousness. 

developed by Patagonia with Maiden 
Mills. This spring's Bean catalog has 
several synchilla garments. 

This is Chouinard's competitive 
strategy: "As soon as we get stuck 
competing on price, competing on 
distribution," he says, "I'm out of 
there." 

And he means it. In 1984 Chouin- 
ard decided to drop Patagonia's sec- 

ond-largest product line, 
polypropylene under- 
wear. Polypropylene, a 
petroleum-based fiber, 
accounted for 25% of the 
company's revenues and 
an even larger portion of 
its profits. But L.L. Bean 
and other direct market- 
ers had started using the 
material and were un- 
dercutting Patagonia's 
prices. Mary Ellen 
Smith, director of Pata- 
gonia's fabric lab, imme- 
diately went to work 
with a major textile 
manufacturer (which, 
for competitive reasons, 
she asked not be named), 
to bring a fabric it had in 
development up to Pata- 

Aianumuon     gonia's  specs.   By  June 

1985 it was in produc- 
     tion, and by September 
dealers had the product in their stores. 

Patagonia calls the fabric capilene. 
How good is capilene? Astronauts on 
the last three space shuttle missions 
were all wearing Patagonia's capilene 
underwear under their flight suits. 

"I think the real risks in business 
come from not taking risks," says 
Chouinard. "In the end, the ones who 
took the risk are the ones who are still 
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Some money is best 
kept in reserve. 

£^\ t\ OTT If you're like most people, you want to keep part of 
V^LTk^Xx your money in reserve, so you can get to it in an 
"f^ir*^T]v|S'¥ 7"E* emergency. That's why you should know 
ffVrV/^ri/lV V ml* about Twentieth Century Investors' Cash 
Reserve. Cash Reserve is a money market fund that gives you a 
competitive return without locking up your cash. With Cash Reserve, 
you can take advantage of today's higher money market rates, 
knowing you can get to your money anytime without paying a 
penalty. As with all Twentieth Century funds, Cash Reserve has no 
sales charges, redemption fees or other hidden charges. 

For more information about 
Cash Reserve, ask for your free 
Guide to Cutting Risk, 
Call toll-free: 
1-800-345-2021 

P.O. Box 419200, Kansas City, MO 64141-6200 
c 1989 Twentieth Century Investors. Inc. 
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trying to sell polypropylene when you 
can buy it at K mart for $7.99." 

Managing Patagonia's rapid growth 
has presented a different kind of chal- 
lenge. Last year Chief Executive Kris- 
tine McDivitt, a sociology major from 
the College of Idaho, was feeling the 
strain and asked to step aside. 
Chouinard brought in Patrick O'Don- 
nell, an engineering school dropout 
and climbing enthusiast. O'Donnell 
spent eight years as vice president of 
operations for Ralston Purina's Key- 
stone, Colo, ski resort and then spent 
a year sailing off the coast of Mexico 
after he saw three of his friends killed 
in an avalanche on the north face of 
Annapuma, in the Himalayas. On his 
return, he ran the Yosemite National 
Institutes, an organization that trains 
30,000 high school kids a year in envi- 
ronmental awareness. 

O'Donnell has his work cut out for 
him. While always profitable, Lost 
Arrow's  margins  have  consistently 

"I've never worked more 
than six months a year," 
says Chouinard. "Last year 
I think I worked only four 
months, maybe five. And 
when I'm on a trip, I'm gone. I 
don't call in." 

lagged a percentage point or two be- 
low the average for the apparel indus- 
try—innovation is expensive. 

O'Donnell believes he can easily 
cut Lost Arrow's costs by at least 
20%. He's considering moving more 
of the company out of high-cost Ven- 
tura—the mail-order operations, in 
fact, were moved to Bozeman, Mont, 
last July. The company is also being 
restructured around seven main prod- 
uct lines so that research and develop- 
ment, design and marketing can be 
more tightly focused and budgets can 
be more closely monitored. 

O'Donnell also will have to deal 
with a major challenge from Nike, the 
$1.5 billion footwear and apparel 
manufacturer, which this July will be- 
gin distributing a line of outdoor 
sportswear it calls All Condition 
Gear. Nike makes no effort to deny 
whose market it's going after: ACG'S 
two designers were hired away from 
Patagonia, and for its ads, Nike is us- 
ing many of the same photographers 
Patagonia uses in its catalog. 

Chouinard shrugs when asked 
about Nike's entry into the market. 
Innovation, he says, is what drives the 
industry, not marketing muscle. 
"We'll just keep sticking our nose to 
the grindstone in R&D and coming out 
with unique products." ■ 
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ANOTHER GREAT OFFER FROM 
THE EMPLOYEE-OWNERS* OF AVIS. INC. 

Drive 
$. 49 a day. Cadillac 

Sedan de Ville. 
100 miles/day 

included. 300/mile there- 
after. Optional Collision 
Damage Waiver $9/day in 
Cal., $10.95-$12.95/day 
elsewhere. Rate not 
available in metro N.Y, 
N.Y state, and Illinois. 

The employee-owners of Avis, Inc. 
want you to experience the elegance 
of a Cadillac Sedan de Ville or similar 
luxury-group car at a very economical 
rate. With SuperValue Rates and fast 

service, we're trying 
harder than ever to give 
you what you want in a 
rental car. 

To get this low rate, 
here are some things 
you should know. 
The rate is available at 
select US. corporate 
and participating 
licensee locations. 

It is nondiscountable and may 
change without notice. These cars 
are subject to availability. Blackout 
periods and additional seasonal 
charges may apply. There is no 
refueling charge if you return your 
tank full. There's a $5-$10/rental 
charge for additional drivers (no extra 
charge in Cal.). Renters under 25 pay 
$5-$10 extra/day where applicable. 
Cars must be returned to renting 
location. Local taxes and Personal 
Accident Insurance, Personal Effects 
Protection and Additional Liability 
Insurance are extra. 

To drive this elegant bargain, call 
Avis at 1-800-331-1212 or your 
travel consultant. 

i® 

AVIS 
We're trying harder than ever.5 

•Employees at all corporate locations. © 1989 Wizard Co., Inc. Avis features GM cars. Cadillac Sedan de Ville. 



Not five years ago, hapless Thorn EMI was 
part record company and part too many 
other things. One hit and some major re- 
structuring may have put it back on track. 

Don't worry, 
he's happy 

By Lisa Gubernick 

COLIN SOUTHGATE, 50, chief ex- 
ecutive of Thorn EMI, Pic, 
keeps in the corner of his office 

on London's Hanover Square an elder- 
ly gramophone, complete with crank, 
manufactured by EMI in 1902. For 
Southgate, a lanky 6-footer who pre- 
fers classical music to 
rock, that antique record 
player represents more 
than history; it is em- 
blematic of the future. 
Southgate aims to put the 
$5.3 billion London-based 
conglomerate on top of 
the world music market. 

EMI was the company 
that brought out the Bea- 
tles in the Sixties and 
Pink Floyd (whose Dark 
Side of the Moon album, re- 
leased in 1973, was on the 
charts 736 weeks, longer 
than any other single al- 
bum) in the Seventies. But 
by the early Eighties it Tljorn EMI 
had skidded badly, becom- "ft was a 
ing an odd, formless con- 

took over, he discovered that execu- 
tives were paid on the basis of reve- 
nues rather than profits. A quaint 
practice he quickly ended. "No one 
had any incentive to cut overhead," 
says Southgate. 

For a record company, cutting costs 
is nice, but producing hits is far nicer. 
EMI happily found itself last year with 

's Colin Southgate 
museum oflate Fifties management. 

promises to be a gusher of cash in the 
years ahead. Next move: Thorn has 
agreed to pay up to $79 million for 
50% of Chrysalis Records, a British 
label whose acts include Pat Benatar 
and Huey Lewis and the News. 

The revival of the music division is 
but one example of the corporate 
overhaul that has reshaped Thorn. 
Born of a 1979 merger of Thom 
(which specialized in lighting and 
equipment rental) and EMI (entertain- 
ment and electronics), the new com- 
pany was all over the lot, renting TVS, 
making semiconductors, you name it. 
Thorn's board brought in Sir Graham 
Wilkins, the retired chief of British 
consumer product and pharmaceuti- 
cal giant Beecham Group Plc.,to clean 
up the mess. Wilkins, in turn, pro- 
moted Southgate, who had been run- 
ning the company's computer soft- 
ware division, to managing director 
and put him in charge of worldwide 
operations. "It was a museum 
of late-Fifties management," recalls 
Southgate (who took over as chief ex- 
ecutive last July when Wilkins re- 
turned to retirement). "No vigor, no 
systems, no nothing." 

Southgate focused 
Thorn on four businesses: 
music, technology (in- 
cluding computer soft- 
ware and defense elec- 
tronics), rental and retail 
(televisions, etc.) and 
lighting. More than 50 op- 
erations didn't fit, and 
they were sold, fetching 
over $700 million. 

At the same time, 
Southgate was acquiring 
lighting fixture manufac- 
turers in France and Scan- 
dinavia, making Thom 
Europe's lighting leader. 
In this country, he created 
a splash with high-profile 
American projects like 
the illumination of St. Pa- 

glomeration of companies, from light 
bulb makers to a movie studio. 

Its music division, EMI Music, gen- 
erated $1.1 billion in sales in fiscal 
1988 (ended last Mar. 30) but paltry 
profits, 6%, versus 9% at MCA'S Mu- 
sic Entertainment Group. Worse, for 
the better part of this decade, EMI has 
been a weak sister in the world's dom- 
inant market, the U.S. 

Now, four years into Southgate's 
overhaul, the results are beginning to 
show. For the first six months of fiscal 
1989 music division worldwide prof- 
its climbed to $20 million, with the 
U.S. record division squeaking back 
into the black One reason: When 
Southgate's appointee, James Fifield, 

a relatively unknown jazz artist 
named Bobby McFerrin. His first pop 
disc, Simple Pleasures, which includes 
the sing-songy smash "Don't Worry, 
Be Happy," has sold more than 1.5 
million copies and recently reeled in a 
clutch of Grammy awards. 

There have been other moves to re- 
establish Thorn as tlx industry force. 
In February Thorn paid SBK Entertain- 
ment $337 million for its music pub- 
lishing division (FORBES, Feb. 20). Un- 
der the savvy leadership of Charles 
Koppelman, who has a five-year com- 
mitment to Thorn, the publishing di- 
vision, which owns such popular, fre- 
quently played titles as "New York, 
New York" and "Over the Rainbow," 

trick's Cathedral in New York and the 
Epcot Center dome in Orlando. 

Thom has also become the world's 
leading television rental operation. It 
has reported healthy profits in Britain 
with its tradition of TV renting; its 
recently acquired 700-store Rent-A- 
Center in the U.S. is also expanding 
nicely. 

Is Thom EMI still too spread out? 
Does it make sense for the same com- 
pany to manufacture light bulbs, pro- 
duce Tina Turner and rent out VCRS? 
Southgate agrees there isn't much 
synergy among his company's various 
entities but says that what matters is 
whether it can make money in all of 
them. He's probably right. ■ 
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THEPOWE 

Where's the Power? 
What's in It for Me? 

How Do I Get It? 

by Ned Hamson 

The $26 million saved from one 
quality improvement team effort at 

Florida Power & Light Company is al- 
most a drop in the bucket, indicates 
FPUs chief executive officer John 
Hudiburg, when compared with the 
company's benefits from improved cus- 
tomer satisfaction and continuous 
Quality improvements. These improve- 
ments are driven by his company's poli- 
cy deployment and quality in daily work 
processes, both of which draw heavily 
from the company's commitment to em- 
ployee involvement. 

In the past few years, Xerox has re- 
gained market share from competitors in 
Japan. No easy task, according to the 
company's leaders, as evidenced by the 
fact that Xerox is one of the few, if not 
the only American company, to do so in 
recent years. 

Where do Xerox's leaders say the 
source of such power is? Xerox's presi- 
dent, Paul Allaire, and its vice presi- 
dent for quality, Norman Rickard, noted 
recently in the'journal for Quality and 

Participation: "There is no magic formu- 
la. We are doing it by involving all of our 
people—union and non-union alike—in 
problem solving and quality improve- 
ment. ... Our incentive is a powerful one- 
survival as a successful business entity." 

How is this power exhibited, and 
where do we look to find the source of the 
power of excellence and quality? In ex- 
cellent companies, in employee-focused 
quality processes, and in individuals 
and how they've changed is the advice of 
most quality experts and practitioners. 
In people like Doris Lucas, an executive 
secretary at Arden Hill Hospital in Or- 
ange County, N.Y. 

"We worked on removing one of our 
biggest administrative logjams for six 
months. In the end, our circle's recom- 
mendations made everyone's job easier 
and improved our productivity," said 
Lucas to an audience that included her 
chief executive officer and fifty people 
from a variety of New England-area com- 
panies. This presentation, at an Asso- 
ciation for Quality and Participation 
(AQP) multi-chapter regional confer- 
ence, was a repeat of one that had won 

AQP recognition for her team as being 
one of the top three teams in the nation 
for 1988. 

Two years before, Lucas had told her 
quality coordinator, "I'll serve on the cir- 
cle, but only if I never have to speak in 
public." The applause, eager questions 
and interest following Lucas' remarks 
and her quick, assured answers direct us 
toward the pathway to the quality power 
so many are seeking. Lucas' growth as an 
individual and her ever-increasing abil- 
ity to contribute to the success of her 
organization is where the real power of 
excellence and quality lies. 

In the profiles of excellent organiza- 
tions that follow, we'll examine specific 
ways of tapping and implementing this 
power. We'll also tap the knowledge and 
foresight of recognized quality coun- 
selors who have examined what it takes to 
improve product and service quality. 

Finally, we will draw on the connect- 
ing source of leadership for the quality 
and participation movement—the 
members and leaders of the Association 
for Quality and Participation, in Cincin- 
nati, Ohio. 
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Xerox Corporation 

What makes a quality leader? Tom 
Peters gives us one key to what it is 

and isn't: "Getting everyone on teams 
is imperative. I'm sick and tired of 
50,000-person companies bragging in 
theirannualreportsabouttheir 125qual- 
ity teams. Take the number of people in 
the firm, divide by ten—if that's not close 
to your number of teams, you've got a 
problem." 

Xerox is a 100,000-person firm that 
is rapidly approaching Peters' "divide- 
by-ten" measure. To date, Xerox has 
organized team and quality processes in 
all its U.S. divisions and has expanded 
these processes into its overseas units. 

The company also excels in another key 
factor to excellence—measurement and 
recognition of success. Each year, 
teams in all of Xerox's divisions and re- 
gions vie for recognition in Xerox's 
Team Excellence Award process. 

Last year, nearly 1,000 employees 
in the company's ten-state southern re- 
gion gathered together for a one-day 
Quality Fair to learn from each other and 
to select three teams to represent the 
region in the company's national event. 
Two of the teams selected from this 
regional event, the Productivity Improv- 
ers and the Hot Sox, went on to place in 
the top seven Xerox teams in the U.S. for 
1988. 

What has driven this process, and 
why did they begin it? Company president 
Allaire (one of the first to be inducted 
into the AQP's Academy) and Rickard, a 
Xerox vice president, noted recently 
that: "With two decades of success, we 
became complacent and took our eyes 
off both the customer and the competi- 
tion. After all, we told ourselves, this 
was our industry. We created it. We built 
it. And we owned it." Fortunately, the 
company reacted in time and in the late 
1970s began to take a hard look at its 
processes. 

The result—Xerox was one of the 

i costs you five nine:; as njuch 
to replace a customer as it doi 
to keep one. 

>—,. 

Words to live by. Words to die by. 
Keeping customers is good business 
Replacing them is expensive. Very 
expensive. And the key is satisfaction. 

Customer Satisfaction 
Measurements. We're a leader in 
consultation, performance tracking and 
analysis of customer satisfaction We'll 
objectively design a comprehensive 
program, issue » "report card," and 
recommend corrective a. 

It's an investment in your customers 
and yourself. It's how industry leaders 
stay that way. 

For additional information, contact 
Alan R. Paison. President, or 
Sheree Marr, Vice President at 

1-800-334-3939. 

 WALKER  

CUSTOMER SATISFACTION MEASUREMENT^ ® 
V—        CONSUlTAlON   PfRfORMANCt TRACKING   ANAlV$iS        _J 

i at ■H-WII i M*IM 

companies that early on took to heart the 
advice of the quality pioneers and gave 
new meaning to customer service. Allaire 
and Rickard say of Xerox's quality defi- 
nition: "We define it . . . as conforming 
to customer requirements, pure and 
simple." And when they talk of quality, 
they say they "mean more than just 
product quality. We take the view that 
every person in the company has a cus- 
tomer for the work they do. For many 
people, the customer is someone in- 
side of the company. . . . It follows from 

Paul Allaire 
President 
Xerox Corp. 

this view of quality that it must work its 
way into the entire organization—manu- 
facturing, sales, service, billing, train- 
ing, finance and so on." 

The company's quality policy sums 
up its quality vision very powerfully and 
simply: "Xerox is a quality company. 
Quality is the basic business principle for 
Xerox. Quality means providing our ex- 
ternal and internal customers with inno- 
vative products and services that fully 
satisfy their requirements. Quality im- 
provement is the job of every Xerox em- 
ployee." The element of individual re- 
sponsibility for quality is one that many 
experts note is missing in quality pro- 
grams and processes that have failed or 
are limping along. 

Allaire and Rickard also note that 
Xerox's quality processes are guided by 
five assumptions about their employ- 
ees and company: "Management does 
not have all the answers; all people 
have ideas about how their work can be 
done more effectively; people closest 
to the problems often have the best solu- 
tions; this almost unlimited source of 
knowledge and creativity can be tapped 
through employee involvement; and 
people are willing and eager to share their 
thoughts and participate in developing 
solutions to business problems." 

Where does the power of quality and 
excellence lead Xerox? It has reduced 
Xerox's average manufacturing costs 
by more than 20%, reduced the time it 
takes to bring new products to market 
by up to 80% and substantially improved 
the quality of all of its products. 

What advice does Xerox have for 
companies thinking about starting a 
quality process? Allaire and Rickard 
say, "Have patience. . . . The process 
takes nurturing. But when it finally 
takes off, its power is tremendous." 



c. IBM Cwpwation 1989 

We work hard to earn these stripes. 

For two years in a row, IBM has been the recipient of prestigious 
awards from the National Aeronautics and Space Administration (NASA). 

In October 1987, after developing onboard software for the Space 
Shuttle, IBM was the only computer company ever to receive the NASA 
Excellence Award for Quality and Productivity. And in the fall of 1988, 
IBM was recognized with the NASA Public Service Group Achieve- 
ment Award for our further efforts in returning the Space Shuttle to 
safe flight. 

We are honored to have received these awards and are proud of all the 
dedicated people at IBM who helped make it possible. Still, a reputation 
for quality isn't something you can rest on. That's why we keep working 
hard to earn our stripes. 
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Connect 
with the 
AQP... 

The 
Source For 
Excellence 
Through 
Employee 
Involvement. 

Association for Quality 
and Participation 
801-B West 8th Stf 
Cincinnati, Ohio -'■' 
(513)381-1959 
FAX (513) 381-0070 

Florida Power & Light Company 

In 1985, Joseph Juran accepted an 
invitation from Florida Power & Light 

(FPL) to assess how well the company 
was doing four years after it had imple- 
mented its quality process. Juran not- 
ed after the visit that FPL was establish- 
ing one of the most outstanding quality 
programs of any service industry in the 
U.S. 

Tom Peters noted in a recent article 
for the AQP's journal, "If you want an 
obsession with quality, then live an ob- 
session with quality." 

In a similar vein, Mike Robson, a 
quality counselor to firms in Europe and 
the U.S., notes, "Counting the words 
uttered by top managers in support of 
total quality management could take 
days. Unfortunately words are cheap; it's 
behavior that counts. People in general 
are dedicated and expert organization 
watchers; they listen to the words, but 
much more importantly, watch the be- 
havior of their bosses, since it is this 
that tells them very precisely what the 
real rules of the game are." 

FPL's leaders and employees do 
more than talk about quality—they act on 
it and live it. And that is the key to 
success according to many quality ex- 
perts. 

In daily visits with employees through- 
out FPL, in ongoing personal recogni- 
tion for daily improvements by individ- 
uals and thousands of FPL teams, com- 
pany president Bob Tallon, FPL chief 
executive officer Hudiburg, and its di- 
rector of quality improvement Ken Ster- 
ritt demonstrate their obsession with 
quality. 

In July of last year, Hudiburg chal- 
lenged FPL with a new goal—it would 
pursue a prize for excellence never at- 
tempted by any company in the U.S. or 
overseas—Japan's Demmg Prize/Inter- 
national Section. The prize is named af- 
ter American quality expert W. Edwards 
Deming. Hudiburg notes, "The chal- 
lenge for the Deming Prize is the same 
challenge we have faced since the in- 

ception of QIP (quality improvement pro- 
gram) more than seven years ago. To be 
the best was our goal then, and it remains 
our goal today." 

The organization watchers, as Rob- 
son calls them, have also seen FPL's 
president serve as the president of the 
AQP; the company's chief executive offi- 
cer before the U.S. Congress urging the 
establishment of an American quality 
award (the first Malcolm Baldrige Na- 
tional Quality Awards were presented in 
November 1988 by President Reagan); 
and its director of quality running and 
being elected to the AQP's board of 
directors. 

What has all this meant for FPL? That 
the big dollar savings are icing for the 
increased customer satisfaction and 
daily improvements throughout the com- 
pany.They have done all this through 
employee involvement, creating a sys- 
tematic process to coordinate all quali- 

J. J. Hudiburg 
Chairman 
Florida Power & 
Light Co. 

ty processes and making quality planning 
and quality goals an integral part of 
overall company management strategy. 

Hundreds participate in annual re- 
view sessions of the company's quality 
vision, mission, strategies and action 
plans. These activities are repeated in 
each department and by individuals as 
well. This, combined with the company's 
quality in daily work process, gives FPL 
a people-powered process through which 
nearly every goal the company has set 
for itself has been completed and exceed- 
ed ahead of schedule. 

ODI 

Quality has the power to transform 
organizations," says George Labo- 

vitz, president of ODI. He notes, 
"There is no better basis for unifying your 
company, or increasing its overall ef- 
fectiveness, because quality captures 
the hearts and minds of your people. 
But," Labovitz says, "it takes skilled 
leaders to translate the power of quality 
into competitive advantage. Quality must 
be linked to critical business issues. 
And the entire organization must share 
the same focus on meeting customer 
needs." 

ODI finds that the "great" compa- 
nies are also the most strongly committed 
to continuous improvement. Labovitz 
says, "Their executives are avid champi- 



Quality is a 
lousy idea. 

An idea—even one as powerful as quality—can't 
put a dollar on your bottom line, or add a point to 
your market share, until someone puts it 
into action. 

If its only an idea. 
But in most companies, quality 

gets stuck at the idea stage. Even in 
America's top corporations, only 25% of 
employees are actually involved in efforts 
to improve quality and increase customer satisfaction.* 

That's where OD1 comes in. We work with Fortune 500 
companies, medium-sized firms, and service sector leaders to 
implement total quality. 

The OD1 Total Quality Improvement (TQl) system provides 
the resources and tools your people need to make quality 
happen, at every' level and in ever}' function. First, TQI Quality 
Strategy & Planning helps your senior managers link quality 
improvement directly to key business objectives. Then, proven 
TQI implementation programs like The Quality Advantage, 
Quality Management Skills, and Quality Action Teams prepare your 
managers and employees to tackle quality problems in 
the workplace. 

The TQI system also includes measurement software that 
managers throughout your organization can use to track 
progress in increasing customer satisfaction. And with more 
than 100 experienced professionals, ODI can work with you to 
tie TQI programs and services into your existing 
quality systems. 

Find out how good an idea quality can be. Mail the coupon. 
Or call us at 1-800-ODI-INFO. 

* 1988 ODI Executive Opinion Survey of Fortune 500 
manufacturing and service companies. 

I 1 
■ Please send me: 

[       ] Information on the TQI system. 
I     [       ] Your new article, Anatomy of an Award-Winning Qualify Plan. 
'     [       ] A schedule of upcoming Executive Briefings on Quality. 

[       ] Call me to schedule a meeting. 

Name Title  
■ Organization  

City State Zip. 

Phone( )  
■      Mail to ODI. 25 Mall Rd . Burlington. MA 01803 Fbs 

® 

ODi 25 Mall Road, Burlington, MA 01803 
1-800-ODI-INFO • In Mass. 617-272-8040 
FAX 617-273-2558 
Offices throughout the U.S. and Europe 
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MIALITY 

"Go for the small wins... to be- 
gin, begin. Start experimenting 
now. Start nudging people to 
rack up small wins. Create an in- 
tensely nurtured network of 
champions, would-be champi- 
ons and small-win seekers." 

Tom Peters 
Journal for Quality and Participation 

ons of quality because they know quali- 
ty is howtheircompanies will stay great." 

Today, ODI is proud to work with 
such great companies as AT&T, Union 
Carbide and Federal Express to plan, 
design and implement total quality im- 
provement. 

AT&T, The New York Times recently 
reported, is "turning into a nimble, savvy 
competitor." Chairman Robert Allen 
says quality is the foundation of his cor- 
poration's new-found competitive 
prowess. "Satisfied customers vote with 
their dollars," he explains. "We're win- 

George H. Labovitz 
President 
Organizational 
Dynamics Inc. (ODI) 

ning those votes by making our quality 
the best in the world." 

Of course, devotion to quality is 
nothing new at AT&T. "We pioneered 
quality control in manufacturing," Al- 
len notes. "Our techniques were a model 
for the whole world, including Japan. 
But winning in today's marketplace re- 
quires that all employees, in all func- 
tions, share the same passion for satisfy- 
ing customers. At AT&T, our commit- 
ment to quality is permane 

Throughout AT&"1. the importance of 
quality is reinforce ;.e meet- 
ings. Cross-functionai 
ment processes are thriving in al! of 
AT&T's business units. And AT&T's 

Quality Steering Committee has intro- 
duced a comprehensive corporate 
quality curriculum that draws from and 
builds upon the successes achieved by 
the business units. 

"Everyone at AT&T now has the 
means to participate in the total quality 
process," Allen says. The result, as 
documented in AT&T publications, is a 
growing torrent of customer satisfac- 
tion breakthroughs, streamlined opera- 
tions and documented cost savings. 

Union Carbide's president of its 
Worldwide Industrial Gases business, 
John R. MacLean, says, "Our company 
has been through some profound chal- 
lenges, but our collective will to suc- 
ceed is very strong. And quality has en- 
abled us to exercise this strength." 

Jack MacLean has relied on line 
managers and employees to implement a 
total quality process for his division. He 
chose a senior line manager to serve as 
his director of quality, who with a core 
group of 200 line personnel, from vice 
presidents through hourly workers, 
spearheads the effort. 

This specially trained group has 
armed more than 80% of the division's 
U.S.-based employees with the skills 
needed to work effectively in quality ac- 
tion teams. By year's end, nearly 100 
such teams will be in action—streamlin- 
ing production processes and helping 
everyone increase customer focus. The 
total quality process is also being im- 
plemented in the division's overseas 
units. 

"The senior management team, my- 
self included, has participated in imple- 
menting total quality," MacLean re- 
ports. "We're there side-by-side with our 
people, and believe me, it makes a dif- 
ference. You can see the light dawn in 
people's faces as they realize they have 
the responsibility and the power to 
change things for the better. They're 
taking ownership for quality. Empower- 
ment is a key word for all of us." 

"No one has to convince Federal Ex- 
press of the power of quality," says ODI's 
president Labovitz. "In a span of seven 
years, the company has cut package de- 
livery costs by nearly a third while in- 
creasing revenues 500%," he notes. 

"Senior management is a full part- 
ner in the Federal Express quality im- 
provement process. Vice presidents 
lead some of the more than 160 quality 
action teams throughout the company, 
and these executive-led teams make pre- 
sentations to senior management once 
every 90 days," reports Labovitz. 

Federal Express now delivers more 
than one million packages each day un- 
der the daily guidance of its mission 

statement: "We'll complete every pack- 
age pickup and delivery in such a way 
that both the senders and the recipients 
are completely satisfied with the ser- 
vice received." 

Labovitz concludes, "AT&T, Union 
Carbide and Federal Express each have a 
distinct business mission. Yet all three 
see people-focused quality and a total 
quality improvement process, with full 
senior management involvement and 
support as the key to their continued 
business success. And each is conspicu- 
ously successful at translating the power 
of quality into competitive advantage." 

General Motors Corporation 

General Motors: big, leader, and his- 
tory. Ask experts on quality and par- 

ticipation, "What does GM have going 
for it?" and they would answer, size and 
history. If you ask what does it have 
going against it, the answer might be the 
same—size and history. And too much 
of each to overcome. 

These quick, superficial judgments 
are wrong—wrong because they don't 
take into account real and substantial 
changes in technology and strategy, but 
mostly wrong because they underesti- 
mate the power that comes from the cre- 
ativity, dedication and pride of GM peo- 
ple at all levels working together to trans- 
form their organization. 

During a recent Florida speech, 
GM's chairman Roger Smith addressed 
these issues and GM's commitment to 
itself. Duringthetalk, Smith asked, "Can 
we instill, in a large established compa- 
ny like GM, a constant process of self- 
renewal?" His reply, "You bet we can! 
But only if we're determined to change 
whatever it is about our culture that 
needs changing." GM is doing just that 
through its Quality Network and it is 
building upon a strong cooperative histo- 
ry with the United Auto Workers and its 
experience with a variety of quality and 
participation processes. 

In a recent AQP article GM's presi- 
dent, Robert Stempel, and Donald Eph- 
lin, vice president of the UAW/GM Sec- 
tion, described in detail the key elements 
of GM's Quality Network. 

The first key to the success of the 
network is "people," says UAW's Ephlin. 
He notes that "All the great product 
designs, the technology, even the best 
quality programs will only do the job for 
us when we have people involved from the 
earliest possible moment. Our people 
have to help us find the best ways to 
improve quality, eliminate waste and 
assure continuous improvement in every 
operation." 



CUSTOMER INFORMATION FROM GENERAL MOTORS 

HOW GM's GREATEST RESOURCE 
WORKS TO SATISFY CUSTOMERS 

A PROCESS CALLED THE QUALITY NETWORK 

It originated as a joint effort 
between GM and the UAW. 
Today, it involves all of GM and 
affects virtually every employe. 

Quality NetworK 

The Quality Network was 
a response to intense worldwide 
competition. Employment in the 
domestic industry had dropped 
by 36%. Overseas competitors 
were taking an increasing share 
of market. Together, manage- 
ment and union agreed that 
something had to change. 

Customer satisfaction is 
the master plan. The goal of 
the Quality Network is to pro- 
duce the highest quality, cus- 
tomer valued products. The 
process is based on a commit- 

ment to have the "voice of the 
customer" drive everything that 
GM does in engineering, design, 
manufacturing, marketing, and 
customer sales and service. 

People. The most impor- 
tant aspect of the Quality Net- 
work is the recognition of the 
basic dignity and right to respect 
of people, GM's greatest resource. 

Teamwork. People, how- 
ever, must work together as a 
team, trusting each other, com- 
municating with each other, to 
achieve customer satisfaction. 

Continuous improvement. 
And there must be continuous 
improvement in everything that 
the people of GM do together. 
Waste must be eliminated, tech- 
nology must be used as a tool, 
and there must be a learning 
environment at every level of the 
process. 

The Quality Network 
extends beyond the shop floor 
to design and engineering 
studios, to offices and labora- 
tories, to suppliers, dealers and 
dealer service personnel. To 
ensure effectiveness, the Quality 
Network is administered by 
Quality Councils that involve 
management and union repre- 
sentatives at all levels. And to 
be certain customer satisfaction 
truly is driving everything GM 
does, there is constant feedback 
and measurement. 

Our very best. The foun- 
dation of the Quality Network 
lies in the attitudes of people 
toward each other; the under- 
standing that every person in the 
process is a customer to be sat- 
isfied, and the belief that the ulti- 
mate customer, the buyer of a 
GM product, is a person with 
good taste and high standards 
of quality, who deserves and 
appreciates our very best. 

The Quality Network is the 
shield behind the GM Mark of 
Excellence. As we say in our 
advertising, it's "All of GM going 
all out for you." 

This advertisement is part of 
our continuing effort to give 
customers useful information 
about their cars and trucks and 
the company that builds them. 

MARK OF EXCELLENCE 

Chevrolet • Pontiac 
Oldsmobile • Buick 

Cadillac • GMC Truck 



We cannot listen while we're talking. We cannot learn while 
we're lecturing. We cannot make the most of our people until we 
make room for their ideas. 

Which is precisely the purpose of the Quality Improvement 
Program at FPL. 

Giving our employees a voice has quickly led to a higher level of 
service to our customers. And it has brought us visits from numerous 
FORI I companies. 

We'd be delighted to share what we've 
learned about making quality something 
diat'smadeinAmc imply contact us. 

We'll explain 'hat 
improved 

Write: Quality In-. lent Department, 
FPL, PO. Ro>< [uno Beach, FL 
33408-0420, oi c all (305) 552-4421. V[here's a better way, 

we'll find it. 

ADVERTISEMENTS 

Stempel emphasized this by noting, 
"Every single person in GM must be in- 
volved in the joint effort to improve 
quality." 

Another excellence key, mentioned 
earlier, is the quality and customer satis- 
faction connection. "The Quality 
Network," Ephlin notes, "is based on a 

.-■>■   , 

Robert C. Stempel        Donald F. Ephlin 
President Vice President 
General Motors Corp. UAW/GM Section 

commitment to let the 'voice of the 
customer'drive everything GM does.. . . 
It operates under the umbrella of the 
corporate quality council, which Bob 
Stempel and I chair, and which in- 
cludes top union and corporate leaders." 

The results to date are stunning and 
visible throughout the GM world. 

The audience who listened to a joint 
labor-management presentation from 
GM's AC Spark Plug/Filter Division on 
how they had worked as a team to cut 
millions of dollars from their budget via 
quality improvements were certainly 
stunned. 

In traveling around through GM, it 
doesn't take long to learn that despite its 
bigness, its dedicated individuals, who 
jointly want their company to be the best 
it can be, provide the power of excel- 
lence at GM. On the management side 
it's people like Gerald Darnell at GM's 
Quality Institute and Howard Carlson 
from GM's organizational research and 
development department. On the labor 
side, it's people like Don Ephlin, Tom 
Natchuras, directorof UAW Region Nine, 
Dick Danjm from the UAW/GM Human 
Resource Center (HRC) and Josephine 
Clark from the UAW's Region Nine 
(HRC). 



ADVERTISEMENT 9 

Walker: Customer Satisfaction 
Measurements 

Dedication to the idea that quality is 
customer-driven has been demon- 

strated by the companies discussed 
above, as well as by the experts noted. 
Walker: Customer Satisfaction Mea- 
surements isa vital linkinmeasuringthat 
aspect of quality for many of the quality 
leaders throughout the nation, and it has 
been supporting this aspect of quality 
for twenty years. Using its own team ap- 
proach to helping clients measure cus- 
tomer satisfaction has enabled Walker to 

Allen Paison 
President 
Walker: Customer 
Satisfaction 
Measurements 

assist such quality leaders as FPL, 
GTE, Steelcase, Perkin-Elmer, Union 
Carbide and Malcolm BaIdrige Award 
winner Motorola. 

While many of the leading compa- 
nies live bythe dictum that quality means 
meeting the customer's requirements, 
at Walker they say that the "words to live 
by...wordstodie by" are: "It costs you 
five times as much to replace a customer 
as it does to keep one." Company presi- 
dent Allen Paison, notes that attention to 
service is "not just another fad" and 
that "American business is going from 
just talking. . . to actually putting its 
money where its mouth is." 

Chrysler Motors Corporation 

Most quality and participation ex- 
perts agree that a firm's obsession 

with quality must be pervasive within 
the organization and extend beyond the 
firm's traditional limits. At Chrysler 
Motors one finds a corporation that is 
linking up every possible factor into its 
chain of quality. In addition to working on 
quality partnerships with its suppliers, 
Chrysler is working on the most direct link 
with the public—its dealers. The deal- 
ership quality-improvement process, ini- 
tiated by Chrysler in late 1988 in its 
Cincinnati Zone, is a clear example of 
how the company's philosophy on qual- 
ity is being carried out. 

This quality philosophy as enunciat- 
ed by Lee lacocca, chairman of the Chrys- 
ier Corp., is: ". . . to establish a team- 
work environment where all employees, 
suppliers and dealers seek continual 
improvement to achieve customer satis- 
faction through engineering excel- 
lence, innovative product development, 

Should you spare the rod and spoil the employee? 
Or do you attract better quality and higher productivity with 

honey than with vinegar? 
It's a choice you don't have to make. 
The Quality Improvement Program at FPL doesn't depend 

on fear or greed. It gets the best from employees by allowing 
them to give their best. 

By contacting us to find out more, 
you can help make American quality 
as good as the American worker. 

And you don't have to be very 
sophisticated to realize that's what 
management is all about. 

Write: Quality Improvement Department, 
FPL, PQ Box 14000, Juno Beach, FL //rWi 
33408-0420, or call (305) 552-4421. abetter way, 

we'll find it. 



"Car buyers want a car that will take them back 
and forth to work—not back and forth to the sho 
\bu don't buy a new car to have problems." 
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THE CAR BUYER'S BILL OF RIGHTS 

QUALITY 
IS YOUR 
RIGHF 

Chrysler is proving its commitment to quality with the 
lowest safety recalls, highest customer satisfaction 

and longest powertrain protection. 

Every carmaker in the world talks quality, 
bonuses quality. That's par for the course. 

But promises are one thing...proof is another. 
\nd Chrysler's tangible and meaningful evidence of 
juality is an arsenal of formidable proo£ 

Lowest safety recalls. Government records 
ihow that Chrysler's passenger cars have the lowest 
iverage safety recall record of any American car 
:ompany over the last 9 years. * 

And over the last 5 years, a lower safety recall 
ecord than such prominent imports as Porsche, 
3MW and Volvo.* 

Highest customer satisfaction. J. D. Power 
jnd Associates, one of the most respected research 
organizations in the auto industry, surveyed over 
25,000 owners of 1987 passenger cars for overall 
product quality and dealer service The results: 
Owners of Chrysler-built cars have the highest level 
rf satisfaction of any buyers of American cars.** 

Higher than GM owners. And significantly 
higher than Ford owners. w>«5 weiw~' 

Based on domestic passenger cars registered for the '80 through '88 model years and 
imports registered tor '84 through '88 model years "J.D Power and Associates 1988 
CSI Customer Satisfaction with Product Quality and Dealer Service for '86-87 pas- 
senger cars. See limited warranty at dealer. Restrictions apply BUCKLE UP FOR SAFETY 

Longest powertrain protection. Chrysler 
demonstrates its confidence in its quality by giving 
you the longest powertrain protection in the busi- 
ness, 7 years or 70,000 miles. Plus 7 years or 
100,000 miles against outer body rust-through, t 
That's on every car, truck and minivan Chrysler 
builds in the U.S. 7/70 was unprecedented when 
introduced...and remains unsurpassed today. 

Quality is your right. Chrysler... and every 
Dodge, Chrysler, Plymouth, Jeep and Eagle dealer 
... intend to see that you get it 

"QUALITY IS YOUR RIGHT. AND WE 
INTEND TO SEE THAT YOU GET IT." 

&y~ 
s-   , CHRYSLER 
VIS MOTORS 

CHRYSLER-PLYMOUTH-DODGE 
DODGE TRUCKS - JEEP   EAGLE 



ADVERTISEMENTS 

THE POWER OF 
EXCEUW& 

IALITY 

"The true quality revolution will 
begin when management accepts 
its responsibility toward quality 
the way they do toward finance." 

Phil Crosby 
Journal for Quality and Participation 

high quality, superior service and add- 
ed value." 

There are a number of elements 
which drive the company's quality ef- 
forts, but they are all derived from four 
key quality principles: conform to cus- 
tomer requirements; produce defect- 
free products; focus all systems and pro- 
cesses on preventing problems and er- 
rors; and the constant measure of quality 
nonconformance costs. 

Chief among these elements are the 
use of statistical process control, just-in- 
time inventory control, a product quali- 
ty improvement (PQI) partnership with 
the UAW/Chrysler Division, and an in- 
dustry-leading quality recognition sys- 
tem. Employee involvement in each of 
these is a source of power for Chrysler's 
quality efforts. 

The Joint UAW/Chrysler PQI Partner- 
ship is the key to the corporation's inte- 
grating a variety of quality improve- 

Lee lacocca 
Chairman 
Chrysler Corp. 

ment initiatives that involve both hourly 
and salary employees. 

The goals of the PQI Partnership are 
to: "fuse sep« nitiatives into 
a unified, co-detei -ate 
a joint training capability to support the 
expanded quality partnership; and de- 
velop a quality information network 
common data base in order to multiply 
total problem-solving capability." The 
company believes that this is a signifi- 
cant "milestone" in their "transition 

from a program to a partnership" and 
moves them closer to meeting their com- 
mon goals of "strengthening and deep- 
ening . . . quality performance, custom- 
er satisfaction and long-term competi- 
tiveness." 

In 1988, the company initiated the 
Chrysler Quality Success Story Informa- 
tion System to publicize quality 
achievements throughout the corpora- 
tion. Regular updating and distribution 
of Success Story books and a QIP video 
library are just two ways this system will 
recognize the accomplishments of indi- 
viduals and teams, and the organiza- 
tions they represent. The Chairman's 
Award is given quarterly to individuals 
and teams as another means of recogniz- 
ing and promoting quality efforts. 

All of these efforts have paid off 
handsomely for Chrysler. In addition to 
dramatically reducing the costs of not 
conforming to quality standards, Chrysler 
won honors from J.D. Power and Asso- 
ciates Customer Satisfaction Index, the 
University of Tennessee Management 
Development Center, GTE Quality Sup- 
plier Awards and the American Society 
for Quality Control for their quality prod- 
ucts, efforts and standards in 1988. 

Chrysler's policy on quality as stated 
by lacocca summarizes the corporation's 
quality commitment. "The quality poli- 
cy of Chrysler Corporation is 'to be the 
best.' This policy requires that every 
individual and operating unit fully under- 
stand the requirements of their cus- 
tomer, and deliver products and services 
that satisfy these requirements at a de- 
fect-free level." 

American Airlines 

Quality at American Airlines is driv- 
en by its chief executive officer. 

Robert Crandall, thousands of individ- 
uals, teams at work and by Luci lovinelli 
the airline's quality director. "Our pas- 
sengers want good service every time they 
contact us—in reservations, at the 
ticket counters, at the gate, on the air- 
plane and in the bag-claim areas," says 
lovinelli. American Airlines iscommitted 
to provide quality from the ground up— 
and it's working!" 

Achieving excellent service as per- 
ceived by the customer is no easy task in 
most industries. In the airline industry 
every moment of contact and action by 
the service provider is even more criti- 
cal. The customer is, after all, literally 
surrounded by the service provided. 
American Airlines lives by this definition: 
"Quality in our business means provid- 
ing service that consistently meets the 
customer's needs. Customer satisfac- 

tion with the value we provide is our mea- 
sure of quality." 

Tom Peters has a note on his calen- 
dar that constantly reminds him of one of ] 
the primary dictums for quality. Peter's 
note to himself is "Listen, Dummy." It  ! 
sounds too elementary, too easy, but as 
Peters indicates, if you're not listening, 
you're sending a message that will ef- 
fectively countermand any exhortations 
for quality, involvement or individual 
responsibility. 

Crandall listens. He emphasizes 
people taking individual responsibility 
for quality, listening to employees' 

Robert L. Crandall 
Chairman and Presiden 
AMF Corp. 
American Airlines, Inc. 

ideas on quality and listening to custom- 
ers. He says, "There's nothing more 
important than making certain each em- 
ployee feels respected and valued— 
that each feels a sense of confidence that 
we are listening to his or her ideas. 
Because that kind of attitude is the 
source of product quality— it translates 
into better service—which brings us 
more business and builds a stronger 
airline." 

American translates this view into 
action through its quality council, its 
quality in work-life groups and its ser- 
vice improvement process (SIP). 

But listening isn't enough, employ- 
ees must have the authority to take action 
to improve quality and service. Ameri- 
can's SIP gives that authority to employ- 
ees in many different areas. In the old 
days, if a passenger ended up with coffee 
on his clothing due to air turbulence, 
he would have to fill out a form, send in 
the receipt and wait for the refund. 
Today, on-board personnel have vouch- 
ers (which are honored literally every- 
where) to take care of such problems, and 
it is up to them to decide when they 
should be issued. That policy of trust in 
employee judgment is present through- 
out the company. 

What's the message? Listen to your 
employees. Listen to your customers. 
Trust both and provide structured pro- 
cesses for effective communication from 
employees and customers. These may 
sound too easy but at American, these 
principles are the basis for one of the 
most powerful quality systems that is in 
the process of getting even better. ■ 

Ned Hamson is the editor ofAQP's Journal for 
Quality and Participation and AQP Report. 

Design: HSI 



XEROX 
Teamwork that makes your team work. 
For Team Xerox, the number-one 
objective is customer satisfaction. It 
comes ahead of return on assets. It 
comes ahead of market share. 

Team Xerox strategy for achieving 
this goal is called Leadership Through 
Quality. It makes quality our basic 
business principle and it's defined as 
meeting our customers' requirements all 
the time. Further, if our customers are 
indeed satisfied all the time, that's our 
idea of excellence. 

Just words? No, just people. Worldwide, 
there are over 20,000 Team Xerox sales 
representatives. Over 36,000 Team 
Xerox service technicians. All supported 
by one of the most highly acclaimed 
customer training and support programs 
in the business world today. All 
dedicated to using Xerox leadership in 
document processing—the creating, 
copying, storing and sending of 
documents—to make your documents 
superior in look and content. 

There's a growing realization in business 
today that improved profitability is 
the direct result of improved customer 
satisfaction. We believe that, and 
more important, are practicing it in the 
more than one million tasks a day 
that involve our customers—from the 
machines we make, to the orders we 
fill, to the telephone calls we receive. 

What's good for the customer is good 
for Team Xerox. In that order. 

Team Xerox. We document the world. 

■1 



Of all the critical high- 
performance parts on this 
aircraft, none are harder 

THIS AIRCRAFT'S 
HARDEST WORKING PARTS. 

The Uncompromising Mechanics OfAmerican Airlines. 

working than our mechan- 
ics. For every hour our 
planes spend in the air, the 
mechanics of American 
Airlines spend 11 man-hours 
fine-tuning them on the 
ground. 

They work directly 
with our pilots to quickly 
pinpoint problems. They 
check and recheck every 
system, x-ray thousands of 
parts and track the main- 
tenance history of each 
aircraft with detailed logs 
and computers. 

Doing the job for 
American takes more than 
an FAA license. Our mechan- 
ics must be relentless per- 
fectionists. In fact, less than 
10% < >f the >se applicants in- 
terviewed meet our qualifi- 
cations and are hired. 

Even then, each must 
complete extensive on-the- 
job training. On die average, 
they bring 13 years of expe- 
rience and know-how to 
their work. And they do an 
outstanding job of keeping 
our aircraft trouble-free. 

The mechanics of 
American Airlines I ncom- 
pn >mising professionals. 
Dedicated to perfection. 
Flight after flight after flight. 

AmericanAirines 
SomethoigspeaalintheaB1. 

m 



David Stockman tagged it "a billion-dollar 
rat hole.' Ronald Reagan tagged it for 
termination. Yet the Small Business Ad- 
ministration refused to die. 

It's alive! Alive! 

By Richard Behar 
and Christie Brown 

KILLING THE 35-year-old Small 
Business Administration was 
one of the domestic priorities 

of the Reagan years, and for a while 
the goal looked to be within reach. 
Since 1980, the $16.2 billion (total 

loans outstanding) agency's budget 
outlay has been cut by 95%, to $100 
million this year. Similarly, its gener- 
al business guarantee loan program 
has been chopped by 19%, to $2.4 
billion this year, and its direct loan 
program by 76%, to $90 million. 

So is the SBA headed for the bone- 
yard? No way. Thanks to a strong 

Gerrv Moone\ ' 

economy, a 50% increase in individ- 
ual loan ceilings (to $750,000) and re- 
vived marketing efforts by the agen- 
cy's never-say-die bureaucrats and 
their friends on Capitol Hill, demand 
for SBA loans is once again on the rise. 
Congressional estimates suggest cur- 
rent unmet loan guarantee requests 
will reach $500 million to $600 mil- 
lion by the time the agency's fiscal 
year ends in September, compared 
with no shortfall a year ago. 

No surprise, then, that support is 
growing in Congress for increased 
funding. Cries Congressman John La- 
Falce (D-N.Y.), chairman of the 
House Small Business Committee, "I 
not only will fight any attempt to 
dismantle SBA, I intend to fight for 
increases in SBA programs, which not 
only benefit small businesses but also 
our economy." 

In reality, of course, the SBA re- 
mains the same old pork barrel it al- 
ways was. Loan loss rates at commer- 
cial banks hover around 2%. But the 
SBA reports a 17% overall average de- 
fault rate on the various guaranteed 
loans it offers. Among these are: 
• a disaster loan program, which has a 
default rate of 22%; 
• a quasi venture capital program 
(through a network of privately 
owned but federally financed Small 
Business Investment Companies) 
with a default rate of 23%; 
• a direct loan program, with a default 
rate of 30%. (One part of the direct 
loan program, lending to low-income 
individuals, has a 43% default rate.) 

Last year, SBA'S accrued net deficit 
reached $8.7 billion. In fact, as 
Charles Heatherly, who ran the agen- 
cy briefly in the mid-1980s, points 
out, losses would be even higher if 
worthless loans in the agency's $6.6 
billion portfolio were written off in- 
stead of being routinely refinanced 
and rolled over. 

The SBA'S benefits, such as they are, 
are bestowed on very few people. 
Only 2% of the country's 13 million 
small businesses have ever used the 
SBA for anything. Last year it took 
4,600 SBA employees to process only 
30,000 loans. That's only six loans per 
employee per year, which surely qual- 
ifies the SBA as one of the least pro- 
ductive bureaucracies imaginable. 

In its own defense the SBA points to 
a recent California State University 
study. The study contends that 
thanks to federal taxes paid by SBA 
borrowers, the agency's loan guaran- 
tees on the whole generate an average 
annual 10% return on investment. 
The fact that the study was paid for by 
a California commercial lender, the 
Money    Store    Investment    Corp., 
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Discover 
High Income 

30-Day 
Yield 

(3/13/89) 

Average Annual Total Returns* (12/31/88) 

1 Year 5 Years 10 Years 

13.15% 12.59% 13.30% 13.37% 
Fidelity High Income Fund-our highest yielding bond fund-aggressively seeks out 

the higher yields usually available from lower-rated bonds. Higher yields mean higher 
monthly income, which when reinvested can help you compound your returns over time. 
Start with just $2500. Choose it for your IRA or Keogh and start with $500. Plus, benefit 
from • No sales charge • Free checkwriting. Yield and share price will vary. 

Total returns include change in share price and reinvestment of dividends and capital gains. Average annual 
total returns are averaged 
figures and not 
year-by-year results 
which varied. Per- 
formance figures 
are historical and 
you may have a gain 
or loss when you 
sell snares 

1-800-544-6666   24 hours 
Fidelity High InCOme Fund. For more complete informa- 
tion. including management fees and expenses, call or write for a free prospectus. 
Read it carefully before you invest or send 
money. Fidelity Distributors Corporation        jB™£k Fidnhtv 
(General Distribution Agent), P.O. Box fe-f j||'||"limur- 
660603, Dallas. TX -'5266-0603. 

CODE: FORB/HII/041789 

Ii\ PARADISE 
An island paradise that offers 

JTV you total relaxation plus the 
thrill of discovery. Stroll 
pristine beaches. Go fishing for 
the big ones. Sun yourself by our 
pool or scuba in waters renowned 
for the splendor of their tropical 
fish. On Forbes Magazine's 
LAUCALA ISLAND, all the choices 
are yours. 

I JUST FOR A FEW ... 
•*--' Forbes loves its private Fiji 

'ink you will, too. 
n the welcome 

Mme. 
ir 7 

Si' 

per person, which includes 4 
days of tropical fishing plus all 
meals, lodging and a round-trip 
flight between Laucala and Nadi 
International Airport (on the 
main island). It's the "in" place to 
go, away from the cold, the traf- 
fic, the noise, the hassle. Service 
with a smile and no tipping. 
For information please write: 

Manager 89R6 
Attn: ErrolRyland 

land, CO 81133' 
19)379-3263 
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which also happens to be the nation's 
largest issuer of SBA-guaranteed loans, 
is not prima facie evidence that the 
study is flawed. More telling is the 
fact, disclosed by the Money Store, 
that the study sampled only those 
Money Store customers who were 
(presumably) up to date in meeting 
their payments and thus were willing 
to fill out lengthy questionnaires 
about how much they appreciated SBA 
financing. 

Small Business Administration 
supporters also argue that without 
such loans many borrowers would 
simply vanish from the economy. 
Critics, like the National Association 
of Manufacturers, argue otherwise. 
An NAM survey shows that 90% of 
companies rejected by the SBA find 
alternative financing anyway. Says 
Robert Rector of the Heritage Founda- 
tion: "What the SBA is really doing is 

In reality, of course, 
the Small Business 
Administration remains 
the same old pork barrel 
it always was. Loan loss 
rates at commercial banks 
hover around 2%. But the 
SBA reports a 17% overall 
average default rate on 
the various guaranteed 
loans it offers. 

subsidizing one pizza parlor on one 
corner while across the street some- 
one else is trying to run his own pizza 
parlor using his family's savings." 

Undaunted by its critics, the SBA is 
gearing up for boom times ahead. The 
new boss tapped by George Bush to 
head it, Susan Engeleiter, has emerged 
as a surprisingly outspoken champion 
of the agency. Down in the ranks, 
newly emboldened staffers last No- 
vember mailed out brochures touting 
SBA loan services to 60,000 banks. 
"We've got a ton of mail from bankers 
all over the country telling us they're 
out of SBA-guaranteed money," says 
John Ball, an aide to Senator Dale 
Bumpers (D-Ark.), the chairman of 
the Senate Small Business Commit- 
tee. "The prospects for a $500 million 
congressional increase in loan guaran- 
tees next year are good." 

Won't putting more federal money 
into this rat hole just make the deficit 
worse? Shrugs Ball, "Thanks to a 2% 
upfront fee on SBA-generated loans, 
the impact on the deficit for next year 
will actually be a plus. Besides, if 
there are defaults, they're usually not 
until the third year out." 

With that kind of logic available, 
the SBA can live forever. ■ 
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f*£A5£ BUOOE UP FC* SECURITY O 1989 RANGE RCVER Of NOSTH AMERICA, INC. 

Tired of eating in the same old places? 
Wh hy not try a drive-in? 

With its exceptional off-road 
capability, a Range Rover can pro- 
vide you with a setting any 5 star 
restaurant would envy. 

And it can do it with a suspen- 
sion system so cleverly engineered 
that a Range Rover can make it 
over rocks, around boulders, even 
into and out oi gullies without 

breaking so much as a quail egg. 
As well as with a new, more 

powerful engine to give you faster 

<£3 RANGE ROVER 

food than ever. 
Why not call 1-800 FINE 4WD 

for the name of a dealer conve- 
nient to you? 

After all, with a Range Rover 
you're not merely getting the vehi- 
cle Four Wheeler magazine named 
"Four Wheeler of the Year?' you're 
also getting one of the world's 
most elegant dining cars. 



Computers/Communications 
There is no doubt that foreign buyers love U.S. technology 
companies. The question is, Should we love them back? 

Sprechen sie 
high tech? 

Is THE U.S. NOW in the process 
of  auctioning  off   its   high- 
technology asset base to Euro- 
pean  and  Japanese  competi- 

-ilc prices? While 
look cheap to for- 
curr -.cies, tech- 

nolo to be especially 
ing to be 

In     recent 
nany, 

matk 
tech firms. 

The Jap. 

By Norm Alster 

he interested. Robert Conrads, a man- 
aging director at the First Boston 
Corp., reports that his firm currently 
represents five different Japanese buy- 
ers looking at U.S. high-tech targets. 
Says Conrads: "They [Japanese buy- 
ers] are on the verge of getting a lot 
more aggressive." 

The buying splurge is partly ex- 
plained by the U.S. trade and budget 
deficits and the dollar's devaluation, 
ol course. To foreigners, U.S. produc- 

issets are cheap. And the Admin- 

istration, fearful of alienating foreign 
investors or their capital, much need- 
ed to finance the budget deficit, finds 
it inexpedient to block these deals. 

But skepticism on the part of U.S. 
investors is also playing a role. The 
s&p 500 has swelled by more than 
72% since June 1983. In contrast, a 
Salomon Brothers index of 100 major 
technology firms has managed to ap- 
preciate by just 8% over the same 
period. Cheap in deutsche marks, 
many technology stocks are cheap in 
dollars, too. 

Foreign buyers have found manag- 
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Chas B Sbckman 

ers of these long-suffering firms more 
than willing to settle on friendly 
terms when offered substantial pre- 
miums to market value. Consider the 
case of Computer Consoles Inc. of 
Waltham, Mass., a pioneer developer 
of automated telephone directory sys- 
tems. Late last year the stock was 
languishing at around $7 a share, a 
pale shadow of its historic high above 
$25. Then, in December, Britain's STC 
Pic. offered $12.80 a share in cash, 
$168 million all told, for the compa- 
ny. Chairman John Cunningham, 
who owned 11 % of the company and 
stood to make close to $18 million on 
the deal, happily embraced the Brits. 
About the same time, STC also bagged 
National Semiconductor's Data- 
checker division (mainly point-of-sale 
systems including terminals and laser 
scanners) for $90 million. 

Just about every industrialized na- 
tion has been getting into the act. In 
January, France's Framatome S.A. 
plugged into Norwalk, Conn, connec- 
tor-maker Burndy Corp. for $325 mil- 
lion. West Germany's Siemens A.G. 
also has offered an estimated $1 bil- 
lion for the bulk of IBM'S Rolm Sys- 
tems division (with IBM retaining a 
50% stake in Rolm's sales and mar- 
keting operations), which was the cor- 
nerstone of IBM'S strategy for merging 
computers and communications. In 
another West German/U.S. deal that 
provoked considerable concern at 
both the Defense and Commerce de- 
partments, West Germany's Huels 
A.G. purchased Monsanto's Electron- 
ic Materials division, the last major 

U.S. merchant supplier of silicon wa- 
fers (see box, p. 176). 

As for the Japanese, keen interest 
has already turned into action. Hita- 
chi Ltd. will pay 80% of about $400 
million (20% will go to GM'S Electron- 
ic Data Systems) to gain control of 
one of IBM'S mainframe computer 
competitors: National Advanced Sys- 
tems (another distress sale by trou- 
bled National Semiconductor Corp.). 

The Hitachi deal is a harbinger of 
things to come. Morgan Stanley Man- 
aging Director Jeffrey Williams says 
his firm has "three assignments on 
the buy side" with the Japanese. And 
Sandy Robertson, of San Francisco's 
investment banking firm Robertson 
Colman & Stephens, says his compa- 
ny is "directly in discussions with 
five or six Japanese firms." 

These are not the tire-kicker kind of 
discussions the Japanese were confin- 
ing themselves to a couple of years 
ago. Robertson believes the Japanese 
mean business now. He says they are 
sending all-star delegations consisting 
of Tokyo bankers and technical advis- 
ers, along with U.S. lawyers and con- 
sultants, to meet with the manage- 
ments of their buyout targets. 

According to data from First Bos- 
ton, U.S. acquisitions overseas totaled 
$6.6 billion in 1987 and the first half 
of 1988. Foreign acquisitions in the 
U.S. were almost ten times as great— 
a staggering $62 billion during the 
same 18-month period. 

Should American businessmen 
worry about such figures? Many con- 
gressmen   and   high-tech   industrial 

leaders think so. They warn of the 
threat that foreign ownership of U.S. 
technology businesses poses to Amer- 
ica's industrial and military bases. As 
Loral Corp. Chairman Bernard 
Schwartz told a Johns Hopkins School 
of Advanced International Studies au- 
dience in December: "There are fewer 
restrictions on foreign investment in 
the U.S. than in any major industrial 
country in the world." Schwartz is 
alarmed at the accelerating selloff of 
U.S. defense contractors. Such sales 
nearly quadrupled between 1983 and 
1987, according to figures cited by 
Schwartz. And there were nearly as 
many sales in the first half of 1988 as 
in all of 1987. 

Congressional concern took shape 
in the Exon-Florio amendment to last 
year's trade bill. Exon-Florio—co- 
sponsored by Senator James Exon 
(D-Nebr.) and Representative James 
Florio (D-N.J.)—empowers the Presi- 
dent (under advice of the interagency 
Committee on Foreign Investment in 
the U.S.) to block foreign takeovers 
that threaten national security. 

It is most unlikely, however, that 
this will turn off foreign interest in 
U.S. technology and other compa- 
nies—primarily because the Bush Ad- 
ministration, like the Reagan Admin- 
istration before it, broadly favors the 
free flow of capital across borders. As 
Jeffrey Lins, Commerce Department 
deputy director in the office of Trade 
& Investment Analysis, says about 
the Exon-Florio amendment: "The 
Administration didn't propose this 
legislation. It accepted it." 
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Exon understands the difference. 

He recalls that Treasury Department 
officials warned him of the chilling 
effect his legislation would have on 
needed foreign investment in the U.S. 
at a time when foreigners hold more 
than 16.5% of Treasury debt. 

In any case, the Committee on For- 
eign Investment in the U.S. has yet to 
block any of the 29 (at last count) 
deals—3 majority of them involving 
technology companies—it has exam- 
ined. The committee probably came 
closest to voiding the purchase of 
Monsanto's Electronic Materials divi- 
sion by West Germany's Huels, but 
officials from Treasury and their al- 
lies prevailed over heated objections 
from Commerce and from some quar- 
ters in Defense, as well as from the 
U.S. semiconductor industry. 

This hands-off approach has been 
especially encouraging to the  Japa- 

They were chastened by the U.S. 
int's  opposition  to  Fujitsu 

>r Fairchild Semicon- 
■I of stirring up any more 

ipan's  high- 
• lopteda lower 

quietly 
America's 

nology 
' ubota's 

Matsi: . 

om- 
d 

tion upstart Solboume Computer. 
Note an important development 

here. The greatest buying activity 
may not come from Fujitsu and other 
Japanese high-tech heavyweights. 
Lately, some of Japan's basic industry 
behemoths have seen the opportunity 
to transform themselves through U.S. 
high-tech acquisitions. Thus, for ex- 
ample, Nippon Mining paid around $ 1 
billion for Gould Inc. last year, giving 
the old-line nonferrous metals mining 
company significant technology lead- 
ership and market share in producing 
the copper foil used in printed circuit 
board fabrication. 

According to Masakazu Okamoto, 
chairman of MIC Consulting Inc., Mit- 
subishi Corp.'s investment banking 
arm in New York, the Japanese are 
looking to U.S. acquisitions as the 
way "to penetrate the U.S. industrial 
base." This would allow Japanese 
electronics giants to complement 
their strength in consumer products 
with a growing presence as an indus- 
trial supplier. 

"It's not only the technology but 
the customer relationship that the 
Japanese are buying," explains Yo- 
shiro Ohno, MIC Consulting's senior 
vice president. A case in point is TDK 
Corp. Best known for its audio and 
video tapes, TDK is eager to diversify 
into electronic components. But sell- 
ing to manufacturers is different from 
selling tape to consumers. To help 
open doors at U.S. corporations, last 
war TDK purchased Display Compo- 
nents, Inc., a small Massachusetts 
supplier of components for high-reso- 

lution displays, TDK was attracted to 
two of the names on Display Com- 
ponents' customer rolls: IBM and Dig- 
ital Equipment Corp. Explains Ken 
Aoshima, vice president of TDK USA 
Corp.: "TDK didn't have a broad 
enough customer base." 

In Europe, the drive toward a barri- 
er-free internal market in 1992 is a 
major incentive to round up U.S. tech- 
nology assets, even though European 
investments here haven't always 
worked out. Siemens, for example, 
last year lost more than $200 million 
on its U.S. operations. But the rush to 
globalization seems to have shoved 
such sad reminders aside. "Everybody 
wants to be present in all markets," 
explains Hans Decker, president of 
Siemens Corp., the U.S. arm of the 
West German firm. 

A Europe without customs walls 
obviously threatens many longstand- 
ing home-court advantages. Telecom- 
munications firms like Siemens, for 
example, have long held strangleholds 
on lucrative government contracts in 
the fatherland. With 1992, however, 
they will face much tougher competi- 
tion, making geographic diversifica- 
tion all the more desirable. 

Border blurring has begun to whit- 
tle away product distinctions. With 
products becoming more homoge- 
nous, costs of product development 
and support in new geographical out- 
posts should fall. Joseph Furlong, a 
partner with Robertson Colman &. 
Stephens, believes management at 
many smaller U.S. technology firms 
may also see advantages in merging 
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Bring home a Tandy® 1000 SL with The American Express® Card. 

Sale priced at only $998.95, 
including color monitor. 

With a PC compatible at your 
home, you can review your work 
at your leisure—away from the 
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on a speech, polish up a letter, 
and double-check your sales fore- 
cast. Away from the phone calls, 
away from the meetings. 

And the PC of choice? The 
Tandy 1000 SL. Right now, it's 
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color monitor. 

The ultimate in ease of use. 
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with strong European firms, thereby 
establishing a presence in Europe. 

European buyers have been espe- 
cially aggressive in computer soft- 
ware. As recently as 1985, there were 
just 6 foreign buyouts of U.S. comput- 
er software and services firms. Last 
year there were 37, reports Bernard 
Goldstein, a partner with Fort Lee, 
NJ.'s Broadview Associates, an in- 
vestment banking boutique that spe- 
cializes in software companies. In 
software, differences between U.S. 
and European accounting principles 
often favor foreign buyers. The ac- 
counting treatment of goodwill—the 
difference between what you pay for a 
company and the book value of that 
company's tangible assets—is espe- 
cially important. U.S. firms are re- 
quired to expense goodwill against 
earnings. Because the goodwill share 
of a software buyout is likely to be 
very high, the accounting treatment 
can clobber a U.S. buyer's earnings— 
and its stock price—since goodwill in 
this industry is typically expensed 
over three to five years. In Great Brit- 

ain, by contrast, goodwill is generally 
written off against shareholders' equi- 
ty with no impact on earnings. Small 
wonder, then, that 23 of the 37 foreign 
companies that bought U.S. software 
firms last year were British. 

Curiously, the foreign buying spree 
in high tech seems flatly to defy one 
longstanding axiom—that it's not 
worth buying technology companies 
because the chief assets—human tal- 
ent—are often out the door once a 
deal is announced. 

Dealmakers involved in technology 
acquisitions claim that such fears are 
often overblown or, when they are 
not, can be dealt with. Morgan Stan- 
ley's Williams says buyers are now 
giving "appreciable incentives" to the 
top managers of takeout targets. In a 
$300 million to $500 million (sales) 
firm, he explains, there might be five 
or ten people identified as top talent. 
Special incentives for meeting or ex- 
ceeding business plans would help 
keep these executives in place. Nip- 
pon Mining induced key Gould exec- 
utives to stay on with a rich blend of 
performance and cash bonuses. Some 
officers were offered one-time bonus- 
es amounting to a year's salary, others 
as much as 80% above base pay for 
achieving business goals. One con- 

tract provides for a $250,000 special 
bonus atop an annual 65% bonus that 
is tacked on to base pay. 

Besides, notes Williams, a tamer 
venture capital environment reduces 
opportunity. "The mobility of the 
middle-level manager is probably less 
than it has been in the past," he says. 

According to Robertson Colman & 
Stephens' Sandy Robertson, foreign 
buyout premiums for U.S. technology 
companies have been in the 50% -to- 
55% range. Could these wide margins 
represent a potential gold mine for 
U.S. raiders? First Boston's Conrads 
thinks so. "I think you're going to see 
more financial players," he predicts. 
"I think you're going to see a lot more 
13Ds filed." In recent months, in fact, 
Schedule 13Ds have been filed on Da- 
taproducts, a manufacturer of print- 
ers, and on Recognition Equipment, 
which makes optical scanners. 

It all comes down to the fact that 
high-technology assets are like any 
other asset. If their value in the stock 
market drops too far below their real 
worth, capital will flow in and price 
the assets more accurately. What's 
different in the new era of global in- 
terdependence is that the capital is as 
likely to come from outside our bor- 
ders as from within. ■ 

Washington's low profile 

Senator James Exon (D-Nebr.) got a whiff of the U.S. 
Treasury's commitment to unrestricted foreign cap- 

ital flows during a visit last year from some Treasury 
officials. Exon was cosponsonng an amendment to the 
Omnibus Trade Bill that would give the President, on 
advice from the interagency Committee on Foreign 
Investment in the U.S., the power to block foreign 
buyouts of U.S. firms that would threaten national 
security. The visitors from Treasury, says Exon, were 
"extremely opposed" to his bill. Their concern? " 'We 
need the Japanese money to keep the economy going at 
its present rate,' " Exon recalls the officials telling him. 

Despite such objections, Exon's amendment was en- 
acted last August. At last count, the interagency com- 
mittee  had examined  29  foreign  buyout  bids,  and 
blocked none. The committee has allowed the last two 
ma)or U.S. merchant producers of silicon wafers to pass 
into foreign hands. In one deal, Japan's Osaka Titanium 
purchased the semiconductor materials division of Cin- 

Milacron. In the other, West Germany's Huels 
illowed to buy the electronic materials divi- 

ito    despite   impassioned   objections 
tment of Commerce, the U.S. semi- 

fine voices in the Department 
i esident of Semi/Sematech, 
lent and materials supplier 

(backed semiconductor 
ked to establish whether 

l of strategic value, 
it silicon certainly 

Mo 

is a strategic material," says Harrell, "and that Monsan- 
to's position in the silicon business was strategic in the 
technical sense." 

Why did the deal go through? Robert McCormack, 
deputy Under Secretary of Defense, says Huels carried 
the day by agreeing to keep the former Monsanto divi- 
sion's research, development and manufacturing opera- 
tions in the U.S. But another government official (who 
asked not to be identified) says that the case came up 
during the presidential interregnum, when many U.S. 
government officials involved in the case were looking 
for new jobs and were loath to make any enemies. 

In business, as in politics, the line between belief and 
self-interest easily blurs. Robert Lorenzini, founder of 
silicon wafer supplier Siltec Corp., wanted to buy Mon- 
santo Electronic Materials. He says the selloff of U.S. 
silicon production capacity ensures "a slow, cancerous 
death" to the semiconductor and computer industries. 
Yet Lorenzini sold Siltec to Mitsubishi in late 1986. 

Although the government has yet to block a foreign 
purchase of a U.S. technology company under provi- 
sions of Exon-Florio, the Pentagon's McCormack con- 
tends that Wall Street and foreign investors alike have 
not yet recognized the full implications of the new 
trade law. Says he: "They don't understand that the 
White House is now a participant in every merger 
negotiation involving a foreign entity." But Wall Street 
appears to be betting that the Administration can con- 
tinue to keep its hands off the action even as critics 
clamor for stiffer controls on foreign investment.—N.A. 
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Many commercial users already have it, 
and now chip engineers want it—software 
portability. The trend plays right into the 
hands of Cadence Design Systems. 

The hot box 
syndrome 

By Kathleen K. Wiegner 

IN OLDEN DAYS, which in the com- 
puter business means a few de- 
cades ago, turnkey systems were 

the way to go. You got your software 
and hardware in a package and knew 
who to blame if the thing didn't work. 

Nowadays, the watchword is porta- 
bility. You buy your soft- 
ware separately from hard- 
ware. Then, when a faster 
piece of hardware arrives, a 
"hotter box," as they say, 
you can trade up without 
losing the software invest- 
ment. It's like being able to 
buy a new stereo without 
throwing out your record 
collection. 

This wisdom has al- 
ready come to such busi- 
nesses as electronic pub- 
lishing (FORBES, Oct 31, 
1988), word processing 
and professional office 
automation systems for 
doctors and lawyers. Now 
it's coming to engineers 
who design microchips. 
The delivery vehicle is the 
smallish computer-aided- 
design firm of Cadence 
Design Systems, Inc., 
which is giving three larg- 
er competitors a run for 
their money. 

No surprise that Joseph 
Costello, the 35-year- 

old chief executive of Ca- 
dene ties   against 
the    turnkt roach. 
Software San 
Jose,     Calif 
sells—$67 
last year. Th.. 
are     M'.-nt 
Corp. ($301 million 

sy Systems Corp. ($117 million) and 
Valid Logic Systems Inc. ($108 mil- 
lion). They typically sell their soft- 
ware bundled with the computers to 
run it on. 

The three bigger companies can, of 
course, try to convince their custom- 
ers that size has survival value. Cos- 
tello's answer: "It reminds me a little 

Richard Meven street 

miiiMji 

idence Chief Executive Joseph Costello 
The modern art of chip design is in the software 

bit of the dinosaurs [saying] about the 
mammals, 'They're so small!' " 

Look at the pretax profit margins: 
28% for Cadence, versus 15%, 5% 
and 6% at Mentor, Daisy and Valid, 
respectively. Cadence's $13 million 
net income for 1988 puts it second 
among the four, behind only Mentor. 
Cadence's clientele includes not only 
chipmakers like National Semicon- 
ductor and Toshiba but also, increas- 
ingly, computer companies like Sun 
Microsystems and Hewlett-Packard 
and telecommunications companies 
like L.M. Ericsson and SGS-Thomp- 
son, which do in-house design of cus- 
tom chips. 

With manufacturers of chips trying 
to squeeze as many as a million tran- 
sistors onto each chip, the layout and 
verification of that layout becomes 
immensely complicated and the qual- 
ity of the design software a crucial 
issue. The outlook for circuit design 
automation, then, is very good. The 

debate is over whose ap- 
proach is best. 

Mentor Graphics is still 
a turnkey player. "That's 
what our customers 
want," insists Thomas 
Bruggere, Mentor's chair- 
man. "There has never 
really been a long-term 
software-only company in 
this business." Agrees 
Sanjiv Hingorani, who fol- 
lows the design automa- 
tion market for Salomon 
Brothers: "Customers 
want a turnkey solution 
so they can hold one ven- 
dor accountable." 

But Costello argues the 
contrary case persuasive- 
ly. "The winners in the 
1990s are going to be soft- 
ware companies, because 
software is what design 
automation is all about," 
he say s. "Software is where 
the value added is. Cus- 
tomers are just waking up 
to the fact that the hard- 
ware is a commodity." 

If Costello is right, his 
business will continue a 
trend that began a few 
years ago. When the design 
automation industry start- 
ed in earnest in the early 
1980s, both Valid and Dai- 
sy sold proprietary hard- 
ware and proprietary soft- 
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Good help isn't hard to find. It's waiting 
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ware. Mentor went a different route 
(FORBES,May 16,1988). It wrote propri- 
etary software but bought off-the-shelf 
computers from Apollo Computer 
rather than develop its own. Mentor 
prospered. Valid and Daisy almost 
went out of business before they, too, 
switched to standard hardware. 

Costello says the industry is about to 
change again, to one in which the user 
selects hardware pretty much indepen- 
dently of the software. Sun makes a hot 
box today. Tomorrow? The buyer 
doesn't want to be locked in. 

Cadence's software is now available 
for use on workstations from Sun, 
Apollo and Digital Equipment. Ver- 
sions for Hewlett-Packard, Sony and 
NEC machines will be available over 
the next year. Costello says his pro- 
grammers can turn out a version for a 
new computer in three months, as 
long as the new computer uses a stan- 
dard version of Unix, an operating sys- 

Richard Steven Street 

Verification of a cfiip design 
Software to say, 
"Does it work?" 

tern that facilitates portability. 
Cadence emerged as a serious com- 

petitor only last year, via the merger 
of publicly traded ECAD, Inc. and pri- 
vate SDA Systems, Inc. The stock mar- 
ket crash of 1987 got the ball rolling, 
by killing a planned public offering of 
SDA stock. Costello, who got a mas- 
ters in physics from Yale and later 
was an R&D manager at National 
Semiconductor, was president of SDA 
Systems at the time. The founders of 

the two constituent companies re- 
main at Cadence as cochairmen, but 
they let Costello run the business. 

In a world still populated by what 
Costello calls dinosaurs, it's perhaps 
better to be a large mammal than a 
small one. Cadence recently paid $15 
million or so of its stock to get Tan- 
gent Systems, another chip design 
software outfit, from Intergraph. In 
August Cadence raised $1.6 million in 
a share offering at 7Vs. The offering 
primarily increased the company's 
public stock float, since prior to the 
offering there were several large hold- 
ers, including Harris Corp. with over 
10%. Cadence started the year with $37 
million in cash that will help it branch 
into systems design—that is, the over- 
all architecture of, say, a computer or a 
telecommunications product. Cur- 
rently Cadence's products are used ex- 
clusively in designing the chips that 
will be used within a system. 

The company, however, is plenty, 
glamorous on Wall Street, where at a 
recent 14 its stock goes for 24 times 
1988 earnings and 14 times estimates 
for 1989. ■ 

If the market continues to sputter, 1989 
will probably be a lousy year for under- 
writers of technology stocks but potentially 
a great year for buyers. 

Computer stocks 
vintage 1989 

counting dividends in either case). A 
sorry performance indeed, particular- 
ly considering the high risk and low 
dividends of new stock offerings. 
Three in four of the computer-related 

Pjiruk McI\inn(*II 

By Richard A. Shaffer 

INVESTING IN initial public offer- 
ings—especially the initial public 
offerings of technology compa- 

nies—can be a frustrating and profit- 
less experience for the unwary. 

f you had put $1,000 in every com- 
IPO coming to market 

between Jan   1.   1983 and Dec. 31, 
' v I    have    invested 

$279,00< enr would be 
wor;r Had you in- 
vested on tl the s&p 
500, yo (not 
Rtchaii. 
a ted>>i ■ 
andpublisbei  < 

hHXlck \M\mnell 

IPOS did worse than the s&p average. 
This study, extracted from the 

FORBES database of 5,000 IPOS, covers 
only those offerings priced at $5 or 
higher and raising $5 million or more. 
Including the smaller stocks would 
have made the IPO numbers worse, 
since penny stocks account for a dis- 
proportionate share of the price ma- 
nipulation and fraud and bankruptcy 
on Wall Street. 

One big reason investors do poorly 
buying new issues is a matter of tim- 
ing. New offerings tend to arrive at 
the peak of a market. The technology 
sector, for example, did spectacularly 
well in the first 12 months of the 
1982-87 bull market. Into that frothy 
market came dozens of overpriced 
new stocks and thousands of naive 
investors trying to catch yesterday's 
success story. Under the circum- 
stances, losses were inevitable. 

There was wide variation in the re- 
sults, however, so the astute or lucky 
investor could have done well. In 
1983, the last big year for high-tech- 
nology IPOS, the range in quality of 
the companies coming to market was 
considerable. On the plus side, there 
were Compaq, Lotus Development, 
AshtonTate and Stratus Computer. 
In the crash and burn column, there 
were SEEQ Technology, Automatix, 
TeleVideo Systems and Kaypro. And 
in between, a host of mediocrities. 

Does all this mean the investor 
should refuse to touch new offerings? 
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'Creativity demands more than a good idea.' 

LOOMINGDALE 
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—John C. Jay 
Creative Director: Bloomingdale's. 

When Bloomingdale's wanted 

to create a new vision of 

international style for their 

"Islands in the Stream" campaign, 

Creative Director John C.Jay 

looked to the Color Laser Copier. 

"In Fashion, sensibilities are 

shifting to a more sophisticated 

sense of color inspired by impres- 

sionistic painters like Gauguin. 

The Color Laser Copier allowed 

us to capture this feeling and 

enhance our idea further." 

Flexibility and control were 

equally important. 

"Obviously Bloomingdale's 

had a lot of confidence in the 

technology. It allowed me to be 

creative yet still get reproduction 

true enough for customers to 

respond to the merchandise." 

Digital technology is the 

reason. By converting the origi- 

nals to electronic signals, perfect 

reproduction is assured, letting 

you manipulate color, enlarge 

up to 400%, and even modify 

the shape of your image with 

pinpoint accuracy. 

Or, in the words of John C.Jay: 

"It takes the right execution 

and the proper technology to 

turn an idea into reality...and 

with the Color Laser Copier, your 

creative dreams come true." 

Canon 
COLOR LASER COPIER 
Digital color makes the difference. 

F« men informanon, call iulI Inx 1-800-OK CANON. 
O *mt Canon US A . Inc. PO Boa WOO. ftona. 1L6I6M 
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A BETTER IMAGE 
CAN DO WONDERS FOR 

CUSTOMER SERVICE. 
AND THAT'S No IDLE CLAIII 

There's a fende, 
a freeway. The adjust 
and takes j pa ;ure o/iA? damage. 
A nd signs off on an adjust i» 

T/it1 handiL'nuen document 
and the photo - the images - 

both go hack to the home office 
via electronic mail. 

Touch a button and you have a 
data window, a text window, an 

image window right in front 
of you. Presto! 

A guy in the field wants toil 
the estimate. Click! 1 

The adjuster's handwritten r j 
the estimate, and the photo* 

right there on the screen 

Aawil Wang computer screens shown here. 



INTEGRATED IMAGING 

e entire claim processed in half 
the time. That's Integrated 
Imaging and Wang has it! 

Claims processing. 

Until now, it's been pretty much a hit or miss 

affair. Waiting for documents, verifying estimates. 

Signing off adjustments. 

But with Wang's Integrated Image System, you 

can process an accident 

claim in a fraction of the time. 

WHS gives your people immediate access to the 

information they need, where and when they need it. 

In the office or in the field. 

With the press of a button up comes an image 

window, text window, data window. Simultaneously. 

And it's integrated information. With your FAX 

machine. Your electronic mail. Your company's 

computer system. 

Wang's Integrated Image System. 

What it can do for your image it can do for your 

customer service. 

And that's no accident. 

WANG 
MAKES IT WORK 

For more information,contact your local Wang Sales Office. 
Or write Wang Laboratories, Attn: Inquiry Service.M.S. 014-03C, One Industrial Avenue, Lowell, MA 01851.© 1989 Wang Laboratories, Inc. 



Winners 
These firms turned in the best performances among 279 computer- 
related initial public offerings since January of 1983. They were truly 
exceptional: The group as a whole fared very poorly. 

Company/business 
Offer 
date 

Otter 
price1 

Recent 
price 

Amount 
raised 
($mil) 

Perfor- 
mance 
versus 

S&.P5002 

Adobe Systems/graphics software 8/13/86 2% 211./. $5.5 548% 

Cellular Communications/cellular 7/24/86 5 33 27.5 436 

Autodesk/computer-aided designs 6/28/85 35/8 29 15.4 418 

Oracle Systems/relational databases 3/12/86 3% 24 31.5 408 

Sigma Designs/IBM compatibles 5/16/86 27/8 15 5.75 315 

Compaq Computer IBM compatibles 12/09/83 11 69% 66.0 256 

Microsoft/PC software 3/13/86 lO'/i 46 Vi 58.7 253 

Metro Mobile Cts/cellular equip 10/31/86 11% Wh 41.7 222 

Cook Data Services/oil &. gas sftwr3 2/01/83 4 24V4 10.4 199 

Copytele/monitors 10/06/83 2% 13V2 6.0 195 

Octet Communication/voice msg 2/26/88 7 22% 14.7 187 

Chips & Techs/semiconductors 10/08/86 5 16'/4 10.0 163 

First Data Res/computer svcs4 9/13/83 14 38 VA 56.0 136 

System Software/mainframe sftwr 2/12/87 85/8 20 W 17.6 123 

3Com Corp/networking equipment 3/21/84 6 24% 12.8 122 

Losers 
Ranked by amount raised at the initial offering, these were the largest of 
the computer-related IPOs to declare bankruptcy. One was later pur- 
chased, but the other four all but wiped out the IPO buyer's investment. 

Company/business 
Offer 
date 

Offer 
price 

Recent 
price 

Amount 
raised 
l$mil) 

Victor Technologies/computer systems 3/23/83 280s r\ 78.8 

Eagle Computer/microcomputers 6/15/83 12 0 33.0 

Equatorial Comm communication devices6 9/13/83 14 3% 30.8 

Arrays/computer software 1/12/84 8 VA 12.2 

Columbia Data Prods/personal computers 1/18/84 11 0 12.1 

'Adjusted for splits.    2Percent by which ending value of an investment in IPO would have exceeded 
ending value of an investment in the S&P 500    'Sold software business and became Blockbuster 
Entertainment, a video retail chain    ''Acquired by American Express    ^Adjusted for l-for-16 reverse 
split.   6Acquired by Centel Corp.                                                   Sources Technologic Partners fcwac 

Not at all. Buy at a time when no one 
wants technology stocks—when the 
underwriters have to cut prices to 

inventory—and you stand a 
making money. In 

1986, fi , re were only 50 
com. taveonaver- 
age bi ■:: 
trast that v. i | 

>%.Con- 
hen 108 

issue 
the market . 

>rmed 

This year is 
for the people w > 

sell high-tech IPOS, busier than 1988 
but with nothing like the runaway 
conditions of 1983. Virtually every 
bulge-bracket investment bank has 
gone after high-technology underwrit- 
ing in recent years and there hasn't 
been enough business to go around 
lately. There has also been little in the 
way of follow-on financings from 
young computer companies, whether 
in the form of subsequent equity is- 
sues or convertible debt. Only 10 debt 
issues have been offered in the last 
two years, and only 13 additional eq- 
uity issues in the last three years. But 
if 1989 is a slow year for the invest- 
ment bankers, it could shape up as a 
good year for discriminating buyers. 

Relative to other securities, tech- 
nology stocks have now recovered to 
precrash levels, a positive develop- 
ment for the IPO market. There are 
other signs of the beginning of a re- 
covery as well. For example, Network 
General, a maker of software and 
hardware that analyzes computer net- 
works, with revenues of $8.9 million 
and profits of $ 1.8 million for the nine 
months ended last December, not 
only was able to go public but sold 
above the range anticipated in the red 
herring. The stock is now up some 
37%, despite the fact that the size of 
the initial offering was increased from 
1.6 million to 1.9 million shares, BTU 
International, a semiconductor equip- 
ment manufacturer, was up 14% be- 
fore returning to its $8 original offer- 
ing price. 

Good grades for the class of '88 add 
further appeal to the IPO market. The 
22 computer-related companies that 
went public last year outperformed 
the s&p by an average of 25% in value 
between their offering dates and Mar. 
20. That's partly because of issue 
quality. Consider the 65 computer- 
related companies that went public 
between 1984 and 1986 and raised at 
least $10 million. These companies 
were profitable for an average of four 
consecutive quarters before the IPO. 
The 20 $10-million-and-up compa- 
nies in the class of '88 were profitable.! 

for an average of six consecutive quar- 
ters. The 1988 performance also was 
improved by low initial pricing. 

As a result of the strong perfor- 
mance of these companies, expect to 
see at least as many technology com- 
panies come public in 1989 as in 1988, 
and possibly a few more. However, 
instead of the usual distribution of 
deals, with most bunched in the mid- 
dle, the quality of companies that try 
to go out this year should be polarized 
between the good and the bad. And it 
shouldn't take too much looking to 
tell the difference. 

What's more, prices on even the 
good companies will probably not be 
high, which should leave something 
on the table for investors with a medi- 
um- to long-term perspective. Com- 
panies that do go public will need 
several quarters of profits and a com- 
pelling story, or at least a reasonably 
interesting one. And they'll have to be 
willing to accept valuations that are 
modest in comparison to years past. 

To compile our IPO forecast, we 
first examined hundreds of high-tech- 
nology startups and analyzed each 
one for maturity and outlook. Using 
this case-by-case method, we identi- 
fied 21 companies that are highly like- 
ly to go public this year. 
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How I keep my clients and myself 
from doing time. 

A lot of people ask me where 
[ find time for everything I'm in- 
volved with. And my answer is 
dways the same: I don't find time, 
[ make it. 

Proper time management 
has always been 
the key to my 
professional 

You can't overestimate the critical 
importance of time management. Keep 
yourself organized. Take full advantage of 
every waking hour. Eliminate "dead time" 
by working whenever possible. On the bus. 
On the plane. In your car. Wherever. 

I have many valuable time-saving tools 
my car phone, my fax, my lap-top computer, 

have it typed and ready to 
go by the next day. Why, I 
can even leave a message 
for an associate, or any- 
one else on my staff. And 
they're sure to get it. 

I also carry my Dictaphone 
portable for any ideas that 

come up while on the road. Any 
good lawyer has secrets. Tricks 

of the trade. But nothing takes the place of 
effective time management. And nothing helps 
you manage your time more effectively than 
Dictaphone equipment. It's one of the ways I keep 
my clients—and myself—from doing unnecessary 
time. Dictaphone.Time Management. 

for more information. Or mail to: 
Dictaphone Corporation, 3191 Broadbriage Avenue 
Stratford, CT 06497-2559 

and my Dictaphone equipment. r 

Being able to dictate memoranda, notes,      Q^ 1-800-433-0880 
letters, and briefs saves me enormous 
amounts of time. 

When I'm on the road, for exam- 
ple, I can dictate a letter to my secretary 
any hour of the day or night. Even if 
she's not there, she'll receive it and 

Title 

Company 

City State 

Dictaphone® is a trademark of Dictaphone Corporation. 
Stratford. CT © 1989 Dictaphone Corp. =j§ Dictaphone 

A Pitney Bowes Company 

GF41789 



If the market begins to take off, we 
have a separate list of startups that 
might take the plunge in 1989 instead 
of waiting for 1990, raising the total 
for the year to perhaps as high as any 
year since the frenetic 1983. What's 
more important, the average quality 
of the class of '89 is high, and some of 
the companies might generate suffi- 
cient enthusiasm to reignite the mar- 
ket for high-technology initial public 
offerings. 

As we see it, the top five IPO pros- 
pects for 1989 are: 
• MIPS Computer Systems, a maker of 
very high performance microproces- 
sor chips and systems that use so- 
called reduced instruction sets; 
• Claris, an Apple Computer subsid- 
iary that owns the rights to Mac Write 
and MacPaint, among other products; 
• Santa Cruz Operation (FORBES, Oct. 
31, 1988), which develops applica- 
tions software for the rapidly growing 
Unix market; 
• Sybase, a relational database soft- 
ware company; and 
• Radius, which makes add-on hard- 
ware for Apple's Macintosh. 

MIPS sports good management, a 
great product and endorsements from 
DEC, NEC, Tandem Computers, and 
Siemens, among others. Sales are cur- 
rently running at an annual rate of 
more than $100 million, though prof- 
itability is still in question. Competi- 
tion in its fast-chip market is heating 
up, with new processors recently hav- 
ing been introduced by Intel, Motor- 
ola and Sun Microsystems. 

Claris Corp. is perhaps the best- 
known name in its field of software 
for the Apple, but a number of ques- 
tions still surround its eventual suc- 
cess. Has the company been profitable 
long enough? If free of Apple, would it 
begin selling software for the IBM fam- 
ily? Could it continue to develop new 
products of its own? One problem 
here is that Apple, which owns rough- 
ly 80% of the company, would proba- 
bly continue to control it after the 
offering. 

Less known but equally interesting, 
Santa Cruz Operation has Microsoft 
for an investor and expects annual 
revenues in the SI00 million area. 
With Unix turning up on more and 
moredeskto, is riding 
the wave. Vsi MIR could 
be a problem Micro- 
soft investment. JO an 
issue. But this is dei.,' .pany 
to watch. 

We list Sybase as a "possible" for 
1989, conditional upon a favorable 
market. Last year's sales were around 
$23 million, and the company's valu- 
ation based on the most recent round 
of private financing was $125 million. 
Sybase has momentum and, though 
the price is likely to be at the high 
end, the possibility of becoming the 
next Oracle. You'll find Oracle, an- 
other producer of database software, 
near the top of the 1983-88 roster (see 
top table, p. 184). 

Radius, which boasts 12% aftertax 
margins on $100 million in sales, 
makes enhancement products such as 
color monitors and graphics cards for 
Apple's Macintosh. The company has 
an excellent balance sheet, some good 

products and very heavy interest from 
investors. 

In the generally losing class of 1983, 
two IPOS that beat the market—Ash- 
tonTate and Richardson Electron- 
ics—had P/ES of less than 25. Two of 
the worst performers—Eagle Comput- 
er and Victor Technologies—were los- 
ing money when they were brought 
public. Another good reality check on 
pricing is to look at similar companies 
that are already public. If public com- 
panies are trading with P/ES in the 
mid-20s and the IPO candidate is being 
offered in the mid-40s, ask yourself 
why an investor should pay a lot more 
for a smaller, riskier company. Are its 
growth prospects really that much 
better? ■ 

Forget those gloomy forecasts of a slowing 
computer industry. Entirely new computer 
industries are now emerging. 

The next waves 
An interview with Stanford C. Bernstein's 

Hark Stahlman 

By George Gilder 

IT'S FASHIONABLE TO wring hands 
over the maturing of the computer 
industry and the U.S. loss of com- 

petitiveness in computers. Fashion- 
able and, in the informed opinion of 
Mark Stahlman, wrong. An analyst 
with the money management firm of 
Sanford C. Bernstein & Co., and a 
man with wide experience in the in- 
dustry, Stahlman is a good deal more 
than a mere number-cruncher. Stahl- 
man's views, while controversial, are 
respected and sought after. He was 
interviewed by Contributing Editor 
George Gilder. 

stahlman: The whole idea of a comput- 
er industry that is slowing down or 
maturing is absurd. It is like saying 
there is something called the wheel 
industry and that bicycles, motorcy- 
cles, toys and cars are just different 
markets for wheels. 

Computing is a basic invention that 

is being applied to many industries, 
some of which are mature, like main- 
frames and minicomputers; some of 
which are maturing, like desktop per- 
sonal computers; some of which are 
rapidly growing, like network com- 
puting; and some of which are too 
new to have mattered yet, such as 
mobile computing. 

FORBES: Just a minute. The question is 
u 'hether the overall set of industries apply- 
ing this invention is maturing. 
The computer business is entering a 
period of profound transformation. 
Everything before this is prehistory. 
History is beginning at this point. The 
total revenue expectation in my fore- 
casts, for network computing and mo- 
bile computing by the end of the cen- 
tury, is $1 trillion. 

Network computing, of course, involves 
powerful workstations connected to spe- 
cialized accessories—from printers to da- 
tabase searchers. And mobile computing. 
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Assembly Systems 
That Make Money. 

Assembly is the most difficult of all 
manufacturing processes to automate. 

Successful implementation of automatic 
assembly involves not only the use of 

existing and emerging technology the 
tools of automation, but also a sympa- 
thy for the available human resources, 
the parts variations and maintenance 

skills found on the factory floor. 

In short, broad experience in assembly 
mechanization is essential for success. 

And profit. 

Bodine is unique in its successful experi- 
ence in automatic assembly throughout 

the world. Bodine machines are now 
operating in Canada, Japan, England, 
Austria, Korea, Germany, Norway, Italy, 

Ireland, Australia, Mexico, Belgium, Puerto 
Rico as well as everywhere in the 

United States. Bodine machines are 
competitive in a world market. 

The scope of our experience is available 
to your company. 

Mine 
ASSEMBLY SYSTEMS 

The Name In Successful Assembly. 



Sanford C. Bernstein & Co. 's Mark Stahlman 
For the network computing leaders, return on assets or on equity will be massive. 

Comp/Comm 
is beginning in a relatively small way 
with laptops. How will these new products 
fare in comparison with the PC industry.' 
It is quite likely that the network 
computing industry will show better 
overall profit levels than the personal 
computer industry did. With high 
capital turnover and phenomenal em- 
ployee productivity, the return on as- 
sets or on equity should be massive 
for the network computing leaders. 

What on earth are these machines going 
to do to justify a Si trillion business with 
fat profit margins? 
Before now, computers have been 
overwhelmingly focused on relatively 
unproductive clerical work—word 
processing and accounting. But net- 
work computers will be used by man- 

and professionals. Their jobs are 
multitasking—they have to do many 
things at -so their computers 
will also have to do several things at 
once. Their jobs ire networked, so 
their compui ■ be networked. 

i 

My job o: 
with a v . 

188 

to deal 
■;'rces. 

and handle them in different ways 
simultaneously. Or take architects 
and engineers, who must combine 
complex drafting and plotting with 
simulating and testing. Professional 
and managerial jobs will increasingly 
be on line as computers are 
networked. 

Will Sun Microsystems stay a leader in this 
neu environment? 
Sun's stock is a steal. The problem 
with Sun's stock has been the com- 
pression of the [earnings] multiple 
caused by a decline of confidence in 
Sun's competitive advantage. But the 
future is network computing, and Sun 
pioneered the field and still has many 
years to harvest it. 

Wlxit are these mobile computers tlxtt will 
dominate the industry after network 
computers? 
Network computing is professionals 
plugged into a corporate-provided col- 
lection of resources, which are critical 
for their work lives. In time that will 
come to seem too constraining. The 
professionals will want to pull out the 
plug and take a walk. Just as the per- 
sonal computer arose to liberate the 
user from mainframe and minicom- 
puter timesharing, the mobile com- 
puter will allow managers to break 
away from the corporate envelope. 

These new mobile machines are 
likely to have radio-based cellular 
modems, so you'll be able to use your, 
portable computer the way you use a 
car telephone. By the time they reach 
ascendancy, in the mid-1990s, digital 
cellular phone networks will be wide 
spread—in fact, one way to play this 
change may be through investments 
in the cellular phone industry. Mobile 
computers will take the computing 
power of today's desktop workstation 
and fit it into the size of a briefcase for 
under $1,000. 

By then the swing to digital systems 
will be well under way at every corner 
of the electronics business: tele- 
phones, broadcasting, entertainment, 
publishing and consumer products of 
every sort. The distinction between 
the computer industry and the con- 
sumer electronics industries will 
blur. The argument over high-defini- 
tion television is likely to be reduced 
to discussion of how we move to high- 
volume, high-resolution displays in 
order to support these mobile com- 
puters in the home. Home computers 
will keep a child busy in the after- 
noon, challenge the teenager with 
math games or historic tours after 
school, show a foreign film in the 
evening and report a burglar at night. 

How will a company like iBMfare in the 
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Bodine Assembly Systems - 
Experience in 

Applying New Technology 

)ur factory floor should be designed to make 
rofits, not to experiment with new, unproved 
pproaches to factory automation. 

That is why manufacturers industrywide turn 
> Bodine - the world's most experienced builder 
t small parts assembly systems. For over 50 years, 
le Bodine name has meant quality, pre- 
sion and high productivity in automatic 
ssembly. 

At Bodine, we feel that staying a 
:ep ahead of the industry is the way to 
sep up with your needs. The modular    ASSEMBLY SYSTEMS 

Bodine 

construction of The Bodine Assembly System 
guarantees future flexibility - it can accommodate 
minor product changes or new products altogether. 

The systems that we build today combine 
emerging technology with our extensive experience 
in providing successful assembly solutions. 

Let Frank J. Riley or William Bodine 
tell how we might help you. 

Call the Bodine Corporation - 
The Name in Successful Assembly. 
P.O. Box 3245, Bridgeport, Conn. 06605 
Tel: 203/334-3107; FAX 203/334-4007. 



world you foresee? 
IBM'S dilemma is giving its managers 
enough independence to win the war 
in these new markets without losing 
the battle over mainframe sales. The 
biggest success the company has had 
in the last ten years has come from 
pes—an independent business unit in 
the entry systems division, which had 
its own sales force and used no IBM 
technology. Ever since the IBM PC was 
reintegrated into the corporate strate- 
gy, in 1985, IBM has been losing mar- 
ket share in pes. There is a very pow- 
erful lesson to be learned from this, 
but is Armonk listening? 

What do you think? 
I believe superfast reduced instruc- 
tion set computing (RISC), based on 
the portable Unix operating system, 
will dominate the network comput- 
ing industry, IBM had a very talented 
and highly independent group work- 
ing on RISC and Unix technologies in 
Austin. But IBM has already brought 
that unit back into the corporate fold, 
making it a full-fledged division. You 
have to worry whether this is a Greek 
tragedy we're watching. 

And then there's the spread of iBM-com- 
patible clones. 
Cloning—copying someone's busi- 
ness strategy and competing with 
them on price—only works when the 
market leader is asleep at the wheel. 
Under normal conditions of aggres- 
sively evolving product and market- 
ing strategies, cloning is ineffective. 

But aren 't some products essentially com- 
modities? Many observers, the gloomy 
ones, believe the entire industry is shifting 
toward commodity machines, to be man- 
ufactured in large volumes by Asian 
firms. Good-bye, America's lead. 
The whole idea of a commoditylike 
computer system is implausible. The 
entire industry is moving toward 
more application-specific architec- 
tures for specialized markets such as 
engineering, computer-aided design, 
large database access, communica- 
tions, transaction processing and fi- 
nance—notice that they are all very 
different. 

Sure, microprocessors and even op- 
erating systems are heading toward 
commodity status, but that just shifts 
the value added to networks and soft- 
ware. We haven't even begun to fath- 
om the limits of computer function- 
ality. Any vendor who is willing to 
concede that his products are becom- 
ing commodities is lying down in the 

middle of the road and asking you to 
run over him. 

Compaq did pretty well cloning IBM PCS 
and has a lot of loyal followers. But by 
your standards it is using a clone strate- 
gy, which is suicide. 
Compaq has to be one of the safest 
growth stocks around. It's a mistaken 
notion that Compaq is a clone compa- 
ny. In fact, Compaq has done more to 
define the best product direction and 
the right business strategies based on 
Intel and Microsoft technology than 
has IBM. By these measures, IBM is the 
clone company, not Compaq. 

If RISC and Unix are going to dominate, 
why is Intel's new cisc (complex instruc- 
tion set computing) microprocessor, the 
i80486, such a big hit? 
It isn't. The 486 may become the first 
casualty of the network computing 
era. When Intel began to market the 
product in earnest last year, they 
found that most next-generation de- 
signs were already committed to Rise. 
The problem with most U.S. semi- 
conductor vendors is their lack of 
close coordination with leading-edge 
customers. Even Intel is in no posi- 
tion to determine what microproces- 
sor the industry will need next; only 
the most innovative product design- 
ers know that. The best current de- 

PhoneWATS 

If you think WATS service from the phone 
company. AT&T, can really cut your business' 
bill, take a look at what WATS from the FON 
company, US Sprinl    in do. 

If you spend as little as $120 a month. Dial 

Both Will SaveYou Money 
1 WATS'" on the Fiber Optic Network (FON) 
of US Sprint can save you up to 10-17% versus 
AT&T's WATS service. 

And Dial 1 WATS not only saves you money, 
it also gives you everything you'd expect from 

a phone company. Like 24-hour operator 

service, free FONCARDS, international calling 
and free call detail. 

Plus some features AT&T doesn't give you. i 
Like free billing summaries that help you traclj 

' * >*nmumc«uns C«jm|idm Limilnl fVtrrr-JHp Savings based on ratr> [wnriiin; rr$ulalon approval 



igns, including Rise chips, use modu- 
ir designs that give their customers 
Dom to innovate. 

'/bicb ruse chip will win? 
\X this time there are only two Rise 
imilies that are modular enough and 
eing aggressively marketed to the 
jw-end applications that could gen- 
rate large volume. Those two devices 
re Sun's SPARC and MIPS' MIPS. Since 
.un has now relinquished control of 
PARC to the newly formed SPARC in- 
emational consortium, MIPS may be 
he firm that benefits most directly 
rom the wholesale move to Rise. 

Vhy can't Intel win with its own new Rise 
hip, the i860, which apparently outper- 
forms both MIPS and SPARC? 
["he i860 is probably not the best solu- 
ion. While it's impressive to offer 
ntegrated circuits with 1 million 
ransistors or more, I think Intel 
leeds to move to a more modular 
ipproach that gives customers more 
;reative leeway. The winners in net- 
work computing need multiple 
iources and small building blocks so 
hey can innovate at the basic hard- 
ware level. 

>o you don't think that the computer 
msiness is maturing. But it is moving 
nto a new and different stage. 

Right. Anyone who was there on the 
ground floor when the mini and PC 
industries were being built knows 
these were entirely different from ear- 
ly computer industries. Each new in- 
dustry had a new core product type, 
new kinds of customers, a new appli- 
cations set and a new distribution 
channel. Yet today, there is an enor- 
mous reluctance to believe that the 
same thing is happening all over 
again. But this time it's happening 

Compaq has to be one of the 
safest growth stocks 
around. It's a mistaken 
notion that Compaq is a 
clone company. In product 
direction, IBM is the clone 
company, not Compaq. 

with several different computer in- 
dustries at once. So much personal 
capital—and a lot of ego—is invested 
in the old ways of doing business that 
new companies are virtually certain 
to emerge every time a new industry 
is born. 

Is Apple going to make the cut? 
Apple is well positioned to gain signif- 
icant market share. In the critical area 
of graphics-based computing, Apple 
has a sizable market lead. While many 

others are jumping on the graphics 
bandwagon, Apple is moving on to 
multimedia and is experiencing a 
broad expansion of its target market. 
Apple commands many strengths and 
skills that are promising for the net- 
work computing and mobile comput- 
ing eras. But like all PC firms, it will 
have to transcend PC thinking. 

What is PC thinking? A mental illness? 
No, but it is just as unhealthy for 
computer executives. One of their 
biggest challenges will be to learn to 
avoid it. Every apparent rule of doing 
business that seems to have been 
written in stone because of the experi- 
ence of the personal computer indus- 
try is likely to be challenged. For ex- 
ample, there will probably not be one 
dominant microprocessor family, like 
the Intel 86 family, nor one dominant 
operating system, like Microsoft DOS, 
nor a basic retail distribution channel, 
nor even shrink-wrapped [commod- 
ity] software. All these PC ways of life 
are likely to fall by the wayside as the 
network computing industry creates 
its own rules. 

So you see turmoil: disaster for some, new 
heroes emerging, but essentially a com- 
puter industry still in its early stages. 
That's it. 
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Wealth: 
Owner's 

Manual. 
Out of Time's "People" section came 
People Magazine...Now, out of Forbes 
Magazine's "Personal Affairs" section is 
coming a sparkling, alive new annual 

FORBES Personal Affairs 
The first edition will be received by every 

one of FORBES' 700,000 subscribers with this 
October's eighth annual Four Hundred 
Richest Americans issue. 

FORBES Personal Affairs, a specially 
expanded edition of the popular Personal 
Affairs section of FORBES, will deliver to 
its subscribers |one out of every three is 
a millionaire) insights and advice on 
how best to use their wealth to enrich 
their nonbusiness lives, with the con- 
fidence they have come to expect 
from FORBES, the authority: 

On travel—to fresh destinations, 
where price is secondary to uniqueness and value 

On art and collectibles—for the fun, the beauty, and the 
intellectual stimulation. 

On exhilarating sport—for all seasons, for those who needn't 
hurry. 

On attire that suits their station and their interests. 
On new electronic hardware that can make a busy life easier 

in the castle called home. 
From authoritatively chosen fine wines that will pay for them 

selves to beautifully engineered cars that are a kick to drive, to 
sailboats she will also love, to imaginative gifts...FORBES 
Personal Affairs will single out the top of the line in things and 

places and personal enthusiasms 
that sophisticated, wealthy, 

active FORBES readers want t< 
know more about. 

It will be written in FORBES' 
witty, irreverent style and its 

editor is William G. Flanagan, wbj 
has been in charge of FORBES' 

regular "Personal Affairs" section 
since it started nine years ago. 

Whether this great new Forbes pub- 
lication will be an annual or more 

frequent will be decided by you. 
But advertisers who want to reach 

America's richest concentration of reade^ 
can bet their advertising bucks that this 

October's first edition of FORBES Personal 
Affairs will be as intently, as avidly read as 

the FORBES 400 with which it will be distributed. 
And subscribers won't be the only ones getting 

a double hit. Advertisers who run ads in both magazine 
will receive 50% off their earned rate on their FORBES Personal 
Affairs insertion. Those who run in FORBES Personal Affairs 
only will be charged a special introductory rate. 

If you want your message to reach the wealthy, both where 
they live and where they work, run your ads in the only businesi 
magazine that makes it its business to address both. FORBES. 

For more information on advertising in this special magazine, 
contact FORBES' Consumer Advertising Manager, George Clissold, 
or Evelyn Mitchell (212/620-2200). Issue date is October 23, but 
closing for all advertising is September 5. 

Put your message where the money is. Forbes 
Capitalist Tool 
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Science & Technology 
Edited by Gary Slutsker 

One way to keep up with Japanese auto- 
\makers is with quality circles and company 
\songs. Another, and possibly better, tech- 
nique is to purchase more lasers. 

t Zap! 

T| HE STEEL FRAME of the Chevro- 
let Beretta passes to the roof 

assembly station at General Mo- 
tors' Linden, N.J. plant, and with 
nearly imperceptible zaps from two 
robot-controlled, 3,000-watt carbon 
dioxide gas lasers, the roof is joined to 
the car's quarter panels. Until this 
experimental laser welding station 
was installed two years ago, car bodies 

here—as in most plants around the 
world—were assembled with resis- 
tance spot welding, a technology that 
has changed little since World War I. 
But after its successful test in Linden, 
laser welding is about to be expanded 
to other GM plants. 

Welding? Slowly but surely, time 
has finally caught up with one of the 
oldest  technologies  on  the  factory 

floor. Manufacturers are designing 
products using all sorts of new materi- 
als^—from ceramics and fiber-plastic 
composites to coated steels—that 
defy being joined using traditional 
welding techniques. At the same 
time, advances in welding technol- 
ogies^—from industrial lasers to fiber 
optics—are enabling factories to turn 
out better, cheaper products. 

Resistance welding is decidedly low 
tech, taking advantage of the fact that 
current forced through metal that 
doesn't conduct very well creates heat 
(much like the heat of a toaster coil). 
In welding, the resistant circuit in- 
cludes the pieces of steel to be joined, 
plus two electrodes that bring the 
electricity to the steel. The heat is 
sufficient to melt a spot of the steel, 
which, on cooling, leaves the pieces 
joined. (In another kind of welding, 
the electric arc welding common in 
shipyards and construction sites, the 
electrode itself melts and contributes 
metal to the joint.) 

Problem: Resistance welding isn't 
ideal for the galvanized steel increas- 
ingly used in autos today. The zinc 
coating on the steel gums up the 
welding gun's electrode. Thus a typi- 
cal copper electrode that once lasted 
for 30,000 spot welds now wears out 
after only 2,000 or 3,000 spots. In 
some factories that can mean shut- 
ting down the production line every 
few hours to change electrodes. That 
downtime is brutally expensive. 

Resistance welding coated steel at Edison Welding Institute 
Time catches up with one of the oldest technologies on the factory floor. 
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EWI's Bob Rivett 
Composites act in strange ways. 

Carbon dioxide laser welding at EWI 
Coming soon on assembly lines:fiber-optic squids. 

Phocos by Bruce Zake 

Science & 
Technology 

At Edison Welding Institute, a four- 
year-old contract research and devel- 
opment outfit in Columbus, Ohio, en- 
gineers count the number of spots 
produced by an electrode on a resis- 
tance welding robot, then rip apart the 
welds to gauge any drop-off in size and 
strength. By the end of this year, they 
will have enough data to recommend 
standards to the car and steel compa- 
nies that are sponsoring the research. 
"People fully understand how these 
electrodes wear, but that's different 
from putting it into production and 
making car bodies," says Robert Ri- 
vett, a welding engineer and a manag- 
er at the institute. 

The most promising new welding 
work involves lasers. Unlike resis- 
tance welders, which use blunt hunks 
of copper a couple of inches in diame- 
ter to fuse relatively big spots in met- 
al, lasers are very precise—l/50th of 
an inch in diameter—causing less 
damage to the surrounding work. And 
instead of welding spots, lasers can 
create continuous seams. Apart from 
the cosmetic difference, that can save 
a manufacturer money. 

Right now, for example, carmakers 
leave an extra inch and a half of steel 
on the bottom of the car door that is 
rolled over and joined with resistance 
welding to form what's known as a 
hemstitch. "But if I ran a bead down 
there with a laser, maybe I've got a 
saving in material costs because I 
avoid flanges or run-off tabs," says 
David Belfortc, who publishes Indus- 
trial Laser Review in Sturbridge, Mass. 
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The lasers going into car plants are 
industrial carbon dioxide lasers that 
burn 15,000 or 25,000 watts of elec- 
tricity to deliver 2,000 to 3,000 watts 
of laser light. These items, which are 
complex, high-powered relatives of 
the lasers used in your CD player or in 
medical operations, typically cost 
hundreds of thousands of dollars per 
unit. Although they are starting to 
come onto the assembly line, these 
lasers are now commonly used in 
heavy-duty applications, like welding 
transmissions and drive shafts. But 
carbon dioxide lasers are precision 
tools. If an oil mist gets on the mirror 
used to transmit the laser beam, the 
oil will bum into the surface of the 
mirror, destroying it. 

Because lasers put out such a pre- 
cise beam, carmakers have to put the 
part they're welding exactly where 
the laser beam will hit. But there's a 
limit to how mobile you can make a 
carbon dioxide laser. The high- 
powered ones generate light with a 
wavelength of 10.6 microns— consid- 
erably longer than that of visible light 
and thus incapable of being transport- 
ed by fiber optics. (A micron is a thou- 
sandth of a millimeter.) 

But some industrial lasers put out 
light that can be transmitted through 
fiber. These solid-state lasers use a 
light source made of neodymium yt- 
trium aluminum garnet and are called 
Nd-YAGs for short. These lasers are 
only about a tenth as powerful as the 
carbon dioxide lasers used for heavy- 
duty automotive welding. But be- 
cause the wavelength of Nd-YAG light 
is just over 1 micron, it can be trans- 
mitted using quartz fibers. 

"Imagine something that looks like 
a squid—a tight bundle of fiber optics 
that   you   could   multiplex,"   says 

Charles Albright, engineering profes- 
sor at Ohio State. "Maybe the squid 
comes around the automobile and 
makes any number of different welds 
or cuts or whatever has to be done. 
This would change the floor of the 
production line." 

Fiber-optic lasers may also turn out 
to be an effective way of joining ad- 
vanced materials, like fiber-reinforced 
plastics. But when it comes to these 
new composites, welding is in its in- 
fancy. At Edison Welding institute's 
composites lab, Robert Rivett is try- | 
ing every technique conceivable, from 
an ordinary microwave oven to flame- 
spraying layers of new materials. 

Composites act in strange ways. 
Take induction heating, in which an 
electric coil creates a magnetic field, 
and thus a current, in a piece of metal, 
heating it enough to make a weld. 
"According to the textbook, plastics 
shouldn't heat up with an induction 
coil, but they do," says Rivett. "We 
now have an understanding of the 
fundamental heating mechanisms." 
That understanding is helping with a 
classified $700,000 contract the insti- 
tute received from aerospace compa- 
nies to develop welding techniques 
for Stealth-type plastics. 

As long as people keep changing the 
ways they design and make products, 
they'll have to learn more about weld- 
ing. "For decades it's been a matter of 
doing what's been previously done, 
just better, cheaper, safer," says Ri- 
vett. "Now you have the potential for I 
using very advanced materials and to- 
tally rethinking your methodology of 
design, the properties you get, the 
manufacturing steps involved and the 
cost economics. These significant 
changes in manufacturing don't hap- 
pen very often."—G.S. 
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It's not just a can 
If s your freedom. 

It's the freedom to visit close friends in far-off places. 
The freedom to go into the neon city.. .or escape 
to a mountaintop retreat. The freedom to go across 
country or just across town.. without a second 
thought. And that's where Mr. Goodwrench comes in. 
Mr. Goodwrench takes pride in taking care of your 
GM car. He's factory-trained by GM to know how 

it works. And he uses genuine GM parts, to keep it 
working the way it should. So you can drive with 
confidence. Anywhere, anytime. Whether you own 
a Chevrolet, Pontiac, Oldsmobile, Buick, Cadillac or 
GMC Truck, take it to Mr. Goodwrench. 
You'll find him at over 7200 General 
Motors dealerships, coast to coast. 
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Marketing 
Edited by Joshua Levine 

Maxwell House, once number one, is now 
number two and fighting for a comeback. 

Drip, drip, drip 
...drip 

NOW, MORE THAN EVER, 

I 
TO THE LAST DROP / 

IMPROVED   IN   TWO ^fc? 
IMPORTANT WAYS: 

• New enriched blend . . . 
smoother, more delicious 
than ever. 

• Radiant Roast process, 
which brings out all the 
full, natural flavor of this 
superb, new blend. 

AXWELL HOUSE COFFEE 
UCT    OF    GENERAL    FOODS 

A Maxwell HUUM ad 

"When you make a big blunder, it's tough to come back. 

196 

T| EDDY ROOSEVELT had just fin- 
ished his cup of coffee after a 

meal in a Nashville hotel. 
"Would he take another cup?" the 
waitress asked. With pleasure, Roose- 
velt replied, "It's good to the last 
drop." 

Whether the story's true or apocry- 
phal, the words attributed to T.R. 
yielded one of America's most endur- 
ing advertising slogans. 

That slogan, once put to pasture, 
has been hitched up again for Max- 
well House's current ad campaigns. 
But the grand heritage it recalls is now 
nearly as dead as Roosevelt. In the last 
five years the brand that built General 
Foods has lost nearly three crucial 
market share points, and with them, 
its traditional leadership of the 
ground coffee business. Its drop to 
26.4% of the market and number two 
represents a probable loss of $106 mil- 
lion in sales for General Foods. 

What happened? Maxwell House 
was p&G'ed. Folgers, brought under 
the wing of Procter & Gamble, broke 
out of its strong regional markets on 
the West Coast, rolling across the 
country in a powerful and successful 
marketing drive to become the num- 
ber one selling ground coffee brand in 
the nation. 

General Foods met the challenge in 
all the wrong ways. In 1987 Maxwell 
House cut its advertising budget 27%, 
to $26 million. Two years earlier, in 
its first attempt to bolster profit mar- 
gins, Maxwell House started to use 
more cheap, bitter coffee beans in 
its blend. 

Folgers' big gains in 1985 and 1987 
gave it the lead in supermarkets, and 
it finished 1988 with retail sales of 
259.1 million pounds. Maxwell 
House's ground coffee sales, flat in 
1987, dropped 16.5% last year, to 
220.3 million pounds. 

Worse, Maxwell House couldn't 
preserve profits. Last year GF lost an 
estimated $40 million on its domestic 
coffee business, and is expected to 
drop another $30 million in 1989. 

General Foods is now part of the 
Kraft General Foods Group. It talks 
bravely of reviving the brand's glory 
days with a program aptly christened 
the "Maxwell House Recovery Plan." 
It has already redesigned the Maxwell 
House packaging that one designer 
says "looked like it could have been 
motor oil." 

Maxwell House is "reviewing" its 
advertising account, as they say in the 
industry, and may dump Ogilvy Si 
Mather, its agency for the last 30 
years. And it is restoring its former 
level of ad spending. 

But restoring a brand's lost luster is 
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vastly more difficult— 
and more expensive— 
than keeping the brand 
shiny in the first place. 
"Big brands are normally 
pretty stable, but when 
you make a big blunder, 
it's tough to come 
back," says a marketing 
consultant who has 
worked with General 
Foods over the years. 
"I'd say it's impossible 
that they'll ever get back 
to where they were." 

That's not what they 
are saying in White 
Plains, N.Y. "Philip 
Morris is committed to 
fixing this business over 
the long term," says 
Raymond Viault, presi- 
dent of the Maxwell 
House Coffee Co. "Con- 
sumer industries are re- 
plete with companies 
that have strayed from 
basic principles tempo- 
rarily and managed to 
come back." 

Maybe, but one coffee 
brand that tried was 
Standard Brands' Chase 
& Sanborn, a power- 
house in the 1930s that 
was trailing Maxwell 
House by a wide margin 
by 1962 and resorted to 
deeper and deeper dis- 
counts to try to keep up. 
Today, Chase & San- 
born, now owned by 
Nestle, ranks 15th and 
isn't even carried by 
many stores. 

Indeed, General Foods had only to 
recall its own experience with Legal, 
once the second largest coffee brand 
in France. That is, until GF cut adver- 
tising in the late 1970s and Legal vir- 
tually disappeared. "It wasn't clear 
that these were the same circum- 
stances," recalls a former General 
Foods executive sheepishly. "In retro- 
spect, they were." 

Just as bad, Maxwell's comeback 
bid is up against some fairly obvious 
industry trends. First, young, health- 
conscious beverage drinkers are in- 
creasingly turned off by caffeine. Sec- 
ond, more and more people in general 
are beginning to start their day with a 
drink other than coffee. In 1962 
74.7% of Americans drank coffee. To- 
day only 50% do. Maxwell House is 
said to be working on j ! iced 
coffee to woo back youns'T drinkers, 
but the move comes years late. 

"When we did strategic work on 

k_                  k.                   L.            L 
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Previous Maxwell House packaging (top) and last year's redesign 
The old stuff "looked like it could have been motor oil." 

pushing soft drinks in the morning, 
the analysis made it clear that the 
coffee industry as a whole was a sit- 
ting duck, but Maxwell House was 
the guiltiest of all," says Tom Pirko, 
president of Bevmark, Inc., manage- 
ment consultants that specialize in 
the beverage industry. "They should 
have started a campaign to prevent 
youth from being pulled away from an 
American rite of passage." 

What was Maxwell House's re- 
sponse? Its advertising pitted Cora, 
who came off as a sort of busybody 
spinster aunt, against Folgers' more 
wholesome and sincere Mrs. Olsen. 
Neither proved much of a hit with 
young soda drinkers. 

Then too, Folgers "preempted the 
morning" as one executive puts it. 
Since 1984 Folgers has employed the 
same theme: "The best part of waking 
up is Folgers in your cup." That 
wasn't exactly Hall of Fame material, 
but it did have the considerable virtue 

of consistency. 
Nobody could accuse 

Maxwell House of that.l 
Ogilvy & Mather did 
prepare a campaign for 
Maxwell House that fo- 
cused on morning coffee 
drinking in the early L 
1980s, but a Maxwellf 
House management 
change scuttled it. In! 
1987 Maxwell House 
switched to the theme 
"Coffee made our way," 
which gave way last year 
to "That good to the last 
drop feeling." Says a for- 
mer manager: "We had 
too many changes in ex- 
ecution. In retrospect, 
we would have been bet- 
ter off leaving an ordi- 
nary campaign on the 
air." 

They would have been 
better off as well if 
they'd maintained the 
product's quality. In 
1985 Maxwell House al- 
tered the mix of beans in 
its coffee blend, adding 
far more of the bitter, 
cheap Robusta beans 
from Africa, and less of 
the more aromatic but 
costlier Arabicus beans, 
from Central America. 

Maxwell House pulled 
back from its radical use 
of Robusta in the last 
year, but overall, the 
quality of the coffee is 
still little better than 
mediocre. "The quality 

of coffee today is absolute garbage," 
says Blair Gensamer, who ran Nestle 
Foods' coffee and tea division until 
recently. "If you gave people great 
beans," he adds, "consumption pat- 
terns would be totally different." 

Maxwell House is buzzing with ac- 
tivity and a new set of managers. Phil- 
ip Morris' new team has just intro- 
duced Rich French Roast, aimed be- 
tween regular Maxwell House and the 
company's more expensive Private 
Collection, a line of loose and ground 
beans. The thrust is toward better cof- 
fee at higher prices, and although so- 
called specialty coffees still occupy a 
minuscule 6% share of the market, 
this is unquestionably the right direc- 
tion to go. 

But Folgers is now well entrenched, 
and Coke and Pepsi continue to 
snatch tomorrow's coffee drinkers. 
There's a new will to make Maxwell 
House what it once was, but there 
may no longer be a way.—J.L. 
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Personal Affairs 
Edited by William G. Flanagan 

With the opening of Chile's ValleNevado in 
June, summer skiing will get a big boost. 

A midsummer 
ski vacation? 

By James W. Michaels 

IF YOU ARE A SKI fanatic, don't yet 
pack your equipment away. Ski- 
ing during what is summer in 

our hemisphere is about to take a big 
step forward with the opening of Val- 
le Nevado, an international ski resort 
on the steep slopes of the Andes, 
about an hour's drive from Chile's 
capital city of Santiago. It opens in 
June, just in time for the South 
American ski season, which runs 
through mid-September. 

Built with French money and 
knowhow, Valle Nevado is slated to 
be one of the world's biggest ski re- 
sorts. It is already one of the most 
interesting. 

Consider these features: A 10,000- 
foot vertical drop on dry powder 
snow. A spectacular unbroken 10- 
mile trail, most of it skiable by inter- 
mediates. Eight ski lifts (two chairs, 
six pomas). Uncrowded slopes, virtu- 
ally guaranteed by a limit of 2,000 ski 
tickets, even on weekends. Plenty of 

s/oP leu est ski resort, an hours drive from Santiago 
A chopper can take you to virgin snow. 
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lality rental gear, if you don't want 
lug your own equipment. Even he- 

;opter service  if you seek virgin 
IOW. But note: Be sure you can han- 
e altitude—and watch the booze at 
st. Valle Nevado is at 10,000 feet, 
ell above the tree line. 
What will distinguish Valle Nevado 
om older Andean ski spots is the 
iriety of runs and trails. By June, 766 
:res will be crisscrossed by 25 runs 
r all levels. When the development 
completed, about 1999, over 20,000 

:res will be available, not only for 
aers using lifts, but also for those 
ho want to be dropped by helicopter. 
In the  hotel,  every room has a 
reathtaking view  of  sheer  moun- 
dns. Its kitchen is run by a French 
lef. Internationally trained ski in- 
xuctors operate the schools. Also 
/ailable for rent are condos, all com- 

: irtable. All this and sunshine. Except 
>r the three to six days a month when 
snows, winter sunshine and clear 

lue skies are monotonously predict- 
ble (you'll need plenty of sun block 

and dark ski goggles). 
Valle Nevado is no amateur devel- 

opment. Behind it are two French 
companies: Spie Batignolles, a builder 
of huge projects such as airports, tun- 
nels and resorts, and Compagnie In- 
ternationale d'Equipement, the high- 
ly experienced ski operator that devel- 
oped and until recently operated Les 
Arcs in France. Spie Batignolles, 
which owns 90% of the operation, 
plans to raise money for an eventual 
investment of $350 million at Valle 
Nevado—hotels, shops, restaurants, 
condos. But Valle Nevado is still in its 
infancy; only 54 hotel rooms plus 56 
condominiums for rent. (If you fall in 
love with the place, you can buy a 
roomy, two-level condo for $120,000 
with $40,000 down; or a studio condo 
for $50,000, $15,000 down.) 

Valle Nevado's executive vice pres- 
ident is Eduardo Stern, a lively Chi- 
lean, 45, an architect by training, a ski 
nut by avocation. Stern learned archi- 
tecture and the ski business in France, 
and has spent most of his working 
years in the ski industry. When com- 
pleted, he says, Valle Nevado will ac- 
commodate 30,000 skiers—including 
day skiers from nearby Santiago—and 
contain 10,000 beds. 

Valle Nevado's natural market is 
the burgeoning upper middle classes 
of Argentina, Chile, Uruguay and, es- 
pecially, Brazil. "The Brazilian mid- 
dle class is ski crazy," Stern says, "but 
only the rich can afford Europe or the 
U.S." Attracting North Americans 
and Europeans will make it more 
glamorous for South Americans. Lan- 
guage? No problem. Most of the staff 
are trilingual: Spanish, English, 
French, and instructors speak a wide 
variety of languages. 

Valle Nevado is not the only place 
for skiing in South America, of 
course. There's Portillo, some 90 
miles northeast of Santiago, and, 
across the border in Argentina, Barilo- 
che. There are also two relatively 
small weekend resorts near Santiago. 
But none offers the variety and scale 
of even an unfinished Valle Nevado, 
and both Portillo and Bariloche are 
more difficult to reach. Valle Nevado 
is a short if somewhat hair-raising 
drive from the capital. (Management 
arranges airport pickups, by taxi, bus 
or, for an extra $350, helicopter.) 

Cost? South America is one of the 
few remaining bargain spots for dol- 
lar-carrying tourists (dinner for two in 
a good Santiago restaurant with excel- 
lent Chilean wine and tip rarely ex- 
ceeds $25). At Valle Nevado, a one- 
week ski package—tastefully fur- 
nished room, four meals a day and lift 
tickets—costs about $1,000 per week 
per person double occupancy. 

Santiago itself is worth a few days' 
visit. It is a lovely old city, with good 
hotels and restaurants, and some of 
the world's best wine bargains. For 
shoppers there is the famous lapis la- 
zuli jewelry in gold or silver mount- 
ings (Morita Gil, pronounced "heel," 
is the best designer) and the hardy, 
colorful Chilean woolens. 

You've heard that Chile is a repres- 
sive dictatorship? Nonsense. Last Oc- 
tober General Pinochet submitted his 
continuing rule to a plebiscite that 
everyone agrees was honest, lost 
(though he garnered an impressive 
43% of the vote) and has announced 
free elections will be held Dec. 14. 

When did Fidel Castro submit his 
rule to free elections? Daniel Ortega? 

The lodge at Valle Nevado 
Be sure you can handle the attitude. 
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To catch a thief 
[ore than 3,500 times a day in this 
country, a driver strolls to where 

he had parked his car, only to wind up 
staring at a blank rectangle of space, 
wondering where his wheels went. 
Would you pay $595 for a device that 
could track the thief making away 
with your car? 

Lojack Corp. of Braintree, Mass. 
(the name is a play on "hijack") 
thought a lot of people would. Bor- 
rowing an idea from James Bond, it 
developed an electronic tracking sys- 
tem for use on stolen cars and began 
marketing it in Massachusetts nearly 
three years ago. (Massachusetts has 
the highest per capita car theft rate in 
the country.) 

Some 325 state and local police cars 
in Massachusetts are now equipped 
with the necessary tracking equip- 
ment, costing $1,750 apiece. Lojack 
donated the first 250 units, and some 
20,000 transmitters at $595 each, in- 
cluding installation, have been sold to 
consumers in that state. 

There's nothing gee-whiz about the 
technology. A small radio device, 
about the size of a chalkboard eraser, 
is installed in your car, hidden from 
view—maybe inside your car door, or 
buried in the dashboard. The device 
runs off the car battery but has its 
own battery that will kick in if, for 
example, the thief cuts the car's bat- 
tery cable. The homing device has a 
unique ID number that is linked with 
your auto's regular vehicle identifica- 
tion nun IN] in a state police 
computer. 

When you file a stolen car report, 
the police enter your VIN number into 
their computer and a coded signal 
automatically goes out over a net- 
work  of  radio   tra^ placed 

throughout the Lojack service area. 
The code matches the identification 
number of your homing device and 
causes it to emit its own unique radio 
signal. That signal can be picked up 
by patrol cars equipped with special 
tracking computers. Police can then 
zero in on your car by following the 
directional signals displayed on the 
computer. 

To date, 97% of all stolen cars 
equipped with Lojack have been re- 
covered—some in as little as seven 
minutes, according to Gordon Tuck- 
er, Lojack's executive vice president. 
The average stolen vehicle recovery 
rate is around 65% nationwide. 

Recently Lojack began branching 
out beyond its home state. Florida, 
the number four state in the nation in 
total cars stolen, began implementing 
the Lojack network last year where 
car theft is most serious—in Dade, 
Broward and Palm Beach counties. A 
local Lojack distributor began mar- 
keting the transmitters, mainly 
through new car dealers, last Decem- 
ber. Already 300 units have been sold 
to car owners. 

The New Jersey State Police de- 
partment is also investigating the 
system. And in March the Los Ange- 
les Police Department was given the 
go-ahead to install  Lojack tracking 

units in approximately 150 patrol 
cars. That has sparked still more 
interest from other police depart- 
ments around the country. 

While the cost to the consumer is 
relatively high, in Massachusetts Lo- 
jack owners get a 20% discount on 
their comprehensive auto insurance, 
which eventually might pay for the 
system. (They get up to a 35% cut if 
they own both a Lojack-type device 
and an antitheft device such as a car 
alarm.) 

As Lojack wins acceptance, compet- 
itors are proliferating. The LAPD con- 
tacted more than 100 organizations in 
search of a supplier for its stolen vehi- 
cle recovery network. Five companies 
responded, but only one, METS, Inc. of 
Indianapolis, has developed compo- 
nents for a stolen vehicle recovery 
system comparable to Lojack's. 

Currently Lojack (traded over-the- 
counter) is operating under experi- 
mental authority from the Federal 
Communications Commission. Last 
year the company petitioned the FCC 
to institute a rulemaking proceeding 
to permanently allocate one frequen- 
cy for stolen vehicle recovery use 
across the country. A decision is ex- 
pected by the end of the year. If the 
proposed allocation is adopted, that 
could open the door to still more com- 
petition and help create a whole new 
industry.—Carolyn Torcellini 

Living with tennis elbow 
If you're shading the long side of 30 

and play tennis a couple times a 
week, you're an even money bet to be 
zapped at some point by tennis elbow. 
The older you are, and the more often 
you play, the likelier the injury. 

But even if you never touch a tennis 
racket, don't feel smug. This breed of 

tendonitis, thought to be the product 
of microtears in tissue winched be- 
yond endurance, afflicts violinists, 
sculptors, dentists, computer punch- 
ers, gardeners and home handymen. 
Bowlers and golfers suffer it, too. 

"It  all  comes  from  exerting too 
much force on a joint that wasn't de- 
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Each time 
life changes, 
gives you 
edge. 

f 

The Principal Edge? Change. It can happen in a flash. 
New developments. New responsibilities. 

Fortunately, there's a life insurance plan that's designed to change as 
quickly as life does. 
New Adjustable Life III from Principal Mutual Life Insurance Company, 
lead company of The Principal Financial Groupf AL III is tailored to 
your individual needs right from the start. And it lets you adjust the 
amount and schedule of your premiums to fit your financial picture 
throughout your life. 
Adjustable Life is just one way The Principal® has helped individuals 
and businesses realize their financial goals for over a century. Our 
dedication to personalized service has helped us become one of 
America's largest financial services organizations. 

From mutual funds, mortgages, life 
and disability insurance to stock 

brokerage services, pensions and 
employee benefit plansf look for 

j«| an advantage. Look for 
PipA" The Princ'Pal Ed9e- 
prnUp       The Principal Financial Group, 

&*<>&*» 

*o*£?«*e 
aW 

711 High Street, Des Moines, IA 50309. 

es.ialfa .; vaiebtoHhrough fVincipal Mutual Life Insurance Company, Des Moines,lo*a. and its subsidiaries: Mutual funds through Princor Financial Services Corporation, a 
;gistered broker-dealer. Stock brokerage services through Eppler, Guerin & Turner. Inc (not available in all states). Form **SF68. © 1989 Principal Mutual Life Ins. Co. 
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Star bright. 
A major ballet company at its absolute stellar height 

is virtually an historical event. Critics rave, audiences 
marvel and news travels. Cities commission ballets. 
Foreign governments send invitations. And everyone, 
on stage and off, knows the moment is indeed momen- 
tous. This is American Ballet Theatre today. 

Mikhail Baryshnikov performed the most intriguing 
leap of his career to become Artistic Director in 1980. 
Now he's had time to see his particular chapter of ABT's 
illustrious history unfold. It's compelling. The repertory 
reinterprets the great classics with new drama and 
intensity. It welcomes the best modern choreographers. 

^^.fe Wr      I* places new demands on dancers 
Av who respond with breathtaking 

%   power and exquisite artistry. 
W.W  "    f     L^~      This is the moment American 

*%     . Ep~ Ballet Theatre begins its 50th 
v]| W Anniversary celebration. We 

celebrate it for the remarkable 
achievement it is. ABT's entire history is a 

m triumph of attaining excellence despite impos- 
Jr- sible odds. At first, it took ballet into an America 

that knew little about ballet. And at last, it 
became an American ballet company equal to 

the finest the world has ever known. Its star 
continues on the ascendant. Long may it shine. 

C PhthpMomsCompanteiinc 1989 

Philip Morris Companies Inc 
Philip Morris U.S.A. 

Philip Morris International Inc. 
Kraft General Foods Group 

Miller Brewing Company 
Mission Viejo Realty Group Inc. 

AMERICAN BALLET THEATRE: (Top Left) Cynthia Harvey in LA BAYADERE. Photo by Gregory Heisler. 
(Right) Amy Rose mGATTE PARISIENNE. Photo by Martha Swope. (Bottom) Ross Stretton, Martine van Hamel, 
Kevin McKenzie in ETUDES. Photo by Martha Swope. 



signed to do what people supposedly 
in search of leisure ask it to do," says 
Dr. Richard C. Lehman, assistant re- 
search professor at Washington Uni- 
versity School of Medicine in St. Lou- 
is and medical director for the Mis- 
souri Valley juniors tennis program. 

There are ways to tilt the odds in 
your favor. Start by learning the ene- 
my. Pain, often after years of 
play, is the obvious tip-off. 
Left to run its course, tennis 
elbow can get so hot that even 
the most stoic of baseliners 
can't take the agony of grip- 
ping a racket. No mistaking 
the diagnosis there. What it 
reflects is the weekend war- 
rior's headstrong resistance to 
listening to what his body is 
saying. 

The onset of this tendonitis 
is often more insidious—a 
slight, bearable ache that 
grows. At first, it might seem 
inconsequential—as, for ex- 
ample, when switching to a 
new racket that is either too 
tightly strung or so stiff that it 
magnifies the impact of re- 
peated force on the elbow. 

The pharmacopoeia, of 
course, is full of remedies— 
unguents like Tiger Balm and 
Ben-Gay; warming sleeves and 
counterforce braces; ice treat- 
ment and heat treatment; acu- 
puncture and massage; ultrasound 
and the whirlpool bath; prayer and the 
surgeon's knife. 

All of those things can help, but 
none is a cure. Inflammation tends to 
crop up at one of three points—the 
side of the elbow nearest the body 
("medial"), the side away from the 
body ("lateral"), and at the tendon in 
back of the joint. 

Other ailments, like arthritis, can 
complicate the picture, but the pat- 
tern runs so true that specialists like 
Dr. Robert Nirschl, an assistant clini- 

cal professor of orthopedic surgery at 
the Georgetown University School of 
Medicine, delight in working back- 
ward from the sore spot to the flaws 
in stroke production that made the 
joint vulnerable to damage in the 
first place. 

Lateral involvement, says Nirschl, 
is about seven times more common 

than at the side nearest the body. 
Among the most likely causes: back- 
hand hits off the rear foot, serves hit 
with too much wrist. The culprit on 
the medial side: late forehand hits. 
The comparatively low incidence of 
tennis elbow on the pro circuit (per 
hours played) underscores the impor- 
tance of technique. Most recreational 
players, says Nirschl, who in addition 
to his post at Georgetown is medical 
director of the Virginia Sports Medi- 
cine Institute in Arlington, tend not 
to get enough body motion into their 

Exercising the demon 

Wrist stretching—place palms 
together, raise your elbows, 

push hands together, hold for ten 
seconds. Relax and repeat ten 
times. 

Place back of hands together, 
lower elbows towards floor, push 
hands together. Hold for ten sec- 
onds, relax and repeat ten times. 

Forearm stretching—sit on stool, 
rest arm on table and, with the 
opposite hand,   pull  your tennis 

hand up to a 45-degree angle. Hold 
for ten seconds, then repeat ten 
times. Repeat by easing palm of 
hand back to body. 

Strengthening—starting with 
light barbell (1 to 3 pounds), slowly 
flex wrist up and down, palm up 
and palm down, hold at top and 
bottom of motion for one second. 
All exercises should be done at 
least once daily, preferably more 
often— R.P. 

strokes. The result is an overload on 
the small arm and shoulder muscles, 
with predictable results, particularly 
on fast, hard-surface courts. Ouch! 
The moral: Working with the club pro 
to improve form can help keep you off 
the disabled list and prevent a recur- 
rence if you do get hurt. 

If you are hurting, don't temporize. 
The first step: rest, apply ice 
and   take   whatever   anti-in- 
flammatory medications your 
doctor prescribes. 

When you've quenched 
some of the initial heat, start 
on the standard exercises— 
wrist curls (see box)—designed 
to promote healing. Robert 
Nirschl urges the same exer- 
cises as a precaution. "People 
get hurt because they've got 
their priorities wrong," says 
Nirschl. "You don't play ten- 
nis to get in shape; you get in 
shape to play tennis." 

Some  other pointers from 
Nirschl and Washington Uni- 
versity's Richard Lehman: 
• Racket size. Midsize tennis 
rackets (90 to 110 inches) offer 
the best combination of hit- 
ting surface and control. The 
higher torque on [umbos (110 
inches plus), says Nirschl, "ap- 
pears to aggravate tennis el- 
bow symptoms." 

M     • Racket   material.   Graphite 
composites (usually fiberglass) seem 
to do a good job of damping vibration 
and  resisting  torque.   Nirschl   says 
metal rackets offer power and mobil- 
ity, but he rates them as less good on 
shock absorption and vibration. 
• Racket weight and grip size. Light 
(12 to 12'/2 ounces) rackets are best for 
the club player, and grip size is cru- 
cial. The measurement in inches from 
the second crease of the palm to the 
tip of the ring finger equates with the 
number on the grip—an average of 4Vi 
for men, 4'A for women. 
• Racket stringing. A couple of 
pounds below the manufacturer's 
minimum recommended tension is 
best for ailing elbows. Nirschl thinks 
good-quality nylon provides enough 
cushion, Lehman holds that gut 
stringing is more protective. 
• Braces. Nonelastic muscle supports 
help to absorb overloads. Most major 
sporting goods stores offer such a vari- 
ety of supports that it is hard to make 
an informed choice. Pick your ortho- 
pedist's brain. Robert Nirschl has de- 
signed lateral and medial braces that 
are sold through Medical Sports, Inc., 
P.O. Box 7187, Arlington, Va. 22207 
(703-525-8600).—Richard Phalon 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE 

IB 

Selfwinding with second hand 
and date 

There is still no Blancpain "collection" as 
such. The same case houses each of the 
six "masterpieces" of the art of watch- 
making developed by Blancpain. 

BLANC PAIN 
Each watch is assembled, polished and 
finished by hand by the individual watch- 
maker. 

Only about a dozen watches, each indi- 
vidually signed and numbered, dairy 
leave the workshops of Blancpain - the 
oldest watch name not only in Switzer- 
land, but also in the world. 

BOSTON Dorfmann DENVER Hyde Park  GRAND CAYMAN Dennis Smith HARTFORD Lux Bond & Green KANSAS CITY Tivol LOS ANGELES Princess Ermine 
NEW YORK Cellini. Tourneau, Wempe     NEWPORT BEACH Moboco    OMAHA Borsheim's    PALM BEACH Mayor's    TORONTO European Jewellery 
BERMUDESCnsson  ST. BARTHELEMY Point Or  ST. MAARTEN La Romana ST. THOMAS Riviera. 
Information from: BLANCPAIN SA - CH-1348 Le Brassus - Switzerland - TX 459 420 Tel 01041-21 845 40 92 



Faces 
Behind the Figures 

Edited by Jason Zweig 

Capital conservation 
Alvaro Umana, Costa Rica's Minis- 

ter of Natural Resources, wants 
to take the idea of debt relief for Third 
World borrowers further than ham- 
mering out terms for writedowns and 
interest rate cuts. "If you just do debt 
relief," he says, "you may be support- 
ing an overvalued currency or faulty 
industrial policies. We would like to 
see debt relief support conservation 
instead—a   policy   that    everybody 

Maru Enquire! Sipa 

Alvaro Vtnana of Costa Rica 
"Alchemy" to save rainforests. 

agrees is good." 
Umaha, 37, is pushing debt-for-na- 

ture swaps. In these deals, conserva- 
tionists raise funds from private 
sources, individuals and foundations 
to purchase a portion of a developing 
country's commercial debt on the sec- 
ondary market at a substantial dis- 
count to face value. They retire those 
loans, usually dollar-denominated, by 
exchanging them for new debt de- 
nominated in the local currency. The 
money saved on debt service finances 
environmental conservation projects. 

Result: The foreign lenders get bad 
debt off their books, the debtor nation 
lightens its burden, and natural trea- 
sures are preserved. "What we're 
doing," says Umaha, "is a bit like 
financial alchemy: Everyone wins." 

Since 1986 Umaha has authorized 
swaps of some $75 million in com- 
mercial debt—5% of Costa Rica's 
$1.5 billion commercial total. The 
latest, a Swedish swap of an estimated 
$28 million, should conclude next 
month. The savings have supported 
such projects as the enlargement and 

protection of La Amistad—a 1.7-mil- 
lion-acre reserve of tropical rain forest 
aswarm with hummingbirds, butter- 
flies and orchids. "Even bankers like 
coming here and seeing that," says 
Umaha, who was educated at Perm 
State and Stanford. 

Now he hopes to expand his pro- 
gram to include governmental as well 
as commercial debt. Umaha says the 
scheme is also applicable to other Lat- 
in American countries like Mexico, 
Venezuela and Brazil. (Bolivia, Ecua- 
dor and the Philippines have already 
done similar swaps.) 

By one estimate, nearly 100 acres of 
tropical forests are destroyed every 
minute. Hence the bankerlike preci- 
sion, coupled with urgency, with 
which Umaha goes about his mission- 
ary effort. "Debt-for-nature swaps are 
a wonderful opportunity to remedy 
the situation," he says, "before it is 
too late."—J.Z. 

Shouldering arms 
Of the roughly $25 billion in loans 

the U.S. has made to such coun- 
tries as Israel, Egypt, Turkey and Paki- 
stan to finance the purchase of U.S. 

arms, some $14 billion carry a hij 
interest rate—as much as 15%. No\ 
Marvin Markus, a managing directoil; 
at Kidder, Peabody, is helping those 
countries lighten their arms debt loac I 
by "securitizing" it, as if it were re- 
ceivables on bank credit cards or auto- 
mobile loans. 

Here's how it works. Markus and 
other investment bankers get the bor- 
rowing country to put up collateral 
equivalent to 10% of face value. Thus, 
instead of being on the hook for 100% 
of the old loan, the U.S. Treasury is 
now at risk for 90%. With that, the 
bankers are able to sell bonds carrying 
lower interest rates to institutions 
and individuals, and use the proceeds' 
to repay the U.S. Treasury for the orig- 
inal military loans. 

Even small potatoes make a dish. If 
Markus and the other investment 
bankers (including Shearson and! 
Bankers Trust) are successful, securi- 
tizing the $14 billion outstanding will 
reduce the U.S. government's poten- 
tial risk by at least $1.4 billion. 

Traders eagerly snapped up Israel's 
and Turkey's bonds when Markus 
brought them to market late last year. 
The U.S. backing and the foreign debt- 
ors' collateral (typically in the form of 
U.S. government securities) gives the 
bonds the novelty of a triple-A rating; 
their yields have been 40 basis points 
or so higher than Treasurys of compa- 
rable maturity. The same countries'' 
sovereign debt, by contrast, goes beg- 
ging in the secondary market. 

Markus' refinancing efforts are 
clearly welcome. Turkey, for one, was 
in arrears on $400 million of interest 
due on $1.5 billion in debt before Kid- 

Kidclcr. Peabody's Marvin Markus 
"Securitixing" armament loans. 
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ip der securitized the amount last fall. 
•ot Likewise, Israel has refinanced almost 
tc all of its $5.5 billion total in high- 

os interest foreign military loans. That 
a should save the country more than $ 1 
u  billion over the next 26 years. 

Markus, 40, has dealt with dis- 
tressed governments before. He joined 

au Kidder in 1984, but he had spent five 
j years in New York City's housing de- 
ii partment, where, as a deputy com- 
as missioner, he played a key role in 
A helping the city survive its brush with 

i bankruptcy in 1975. Next he expects 
ixj to attack Egypt's $4.5 billion and 
j; Greece's $315 million in burdensome 
i'   military loans.—Matthew Schifrin 

A new curriculum 
, ^1 eorge Keane thinks that colleges 
Ul should be more imaginative in 

i the ways they invest their endow- 
I ments: Some 95% of all college and 
i university endowment funds are now 

in stocks, bonds and cash. Keane, 59, 
who runs the $8 billion Common 

i Fund endowment pool, has just start- 
i ed a new pool called Endowment Ad- 
i visers. Its objective: to pump endow- 
r   ment money into real estate, venture 

Andrew Popper'Picrure Group 

Max Agmlcfj Hclrfti-K 

Endowment Advisers' George Keane 
Diversify . .. carefully. 

capital, oil and natural gas wells, and 
privately traded securities such as pri- 
vate placement bonds and equity in 
leveraged buyouts. "The whole idea," 
says Keane, "is to lower overall risk 
by diversifying carefully." That's not 
a bad idea in light of the frightful 
abuse of Boston University's endow- 
ment (p. 116). 

Two of Keane's new funds—real es- 
tate and private equity—got under 

Robert Burns of Regent International Hotels at the Beverly Wilsbire 
The market is people who will pay $60 an hour to snore in the dark. 

way last month with $450 million 
from more than 175 schools, but the 
private equity fund started slowly. 
Originally targeted at $100 million, it 
now has only half that, because many 
educators took high-minded objection 
to the RJR Nabisco buyout and there- 
fore shied away from buyout invest- 
ments. But Keane is already planning 
two new funds totaling about $200 
million, which he will put into ven- 
ture capital and into oil and natural 
gas. Ultimately, Keane says, the En- 
dowment Advisers pool should grow 
to half the size of the Common 
Fund.—J.Z. 

Steep sleep 
How many people will pay $60 an 

hour to snore in the dark? Plenty, 
says Robert Burns, 59, chairman of 
Hong Kong-based Regent Internation- 
al Hotels. That's why Regent and a 
Japanese partner recently paid $140 
million for a third of a block on East 
57th Street in Manhattan. There they 
will spend another $130-million-plus 
to put up the ultraswanky 46-story, 
400-room Regent of New York. Due 
to open in late 1991, the hotel will 
have an average room rate of $450 a 
night, nearly 30% higher than the 
160-room Hotel Plaza Athenee, New 
York's most expensive existing hotel. 

Excessive? Maybe not. Take the 
Beverly Wilshire Hotel, which the Re- 
gent group bought in 1985 for $126 
million. After a $65 million face-lift, 
it has stewards on each floor, Europe- 
an-trained concierges and enormous 

rooms (600 to 800 square feet) with 
lavish marble bathrooms. Even with 
average rates of $275 a night, occu- 
pancy is running above 80% since the 
reopening in February. 

How did the lanky, white-haired 
Burns end up with a dozen ultralux- 
ury hotels, mostly in the Pacific Ba- 
sin? At age 14 he got a summer job 
washing sheets at a New Jersey hotel. 
After college and stints at Sheraton 
and Western International he ran the 
Kahala Hilton in Hawaii. When con- 
struction went over budget, Burns 
just jacked up room rates to a then- 
hair-raising $35 a night. 

People came anyway, and Burns re- 
alized that customers might not mind 
paying more if they got more. In 1970 
he left to found Regent. (Burns owns 
65%; EIE International of Tokyo and 
the Hongkong & Shanghai Bank own 
the rest.) By last year revenues were 
an estimated $325 million. Despite 
sky-high rates, about 72% of Regent's 
6,500 rooms are occupied (the U.S. 
hotel industry averages 63%). His for- 
mula: prime locations, award-win- 
ning restaurants and eager staff, like 
the Beverly Wilshire concierge who 
arranged an airborne wedding for a 
couple fond of skydiving. 

Burns is said to be highly leveraged 
and could get squeezed if the market 
resists his rates. So he's counting on 
well-heeled jet-setters from Europe 
and Asia, free-spending entrepreneurs 
and the Hollywood crowd. Asks 
Burns: "Who's going to tell Paul New- 
man how much he can spend on a 
hotel room?"—Marc Beauchamp 
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In 1914, when the Panama Canal was finally carved out, Allendale! 
engineers had been cutting losses for 79 years. 

eorg?W% ' ^n^^^^^fe"    control with er^ering.tra.ning, research and testi r> \\i /-.  -~  ivu jrvuio, jluu wiitu unci L'lUJIIKt 
George W. Goethals watched the first ship steam through the 
canal Allendale had been setting a steady course for 79'years 

In fact, form., ale prcsi lent John R. Freeman, him- 
self an engineer s consultant during the construction 
of the canal. 

Today at Allendale, we continue to shape the history of loss 

responsiveness and fairness in the way we do busines 
After a century and a half, our philosophy is not a 

to change. Allendale Insurance, P.O. Box 7500, Johns 
Rhode Island 02919. 
Allendale Insurance Factory Mutual Sys 
Over 150 years of progress and stability. 



The Forbes/Wilshire 5000 Review 
Edited bv Steve Kichen 
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Market value of Wilshiie 5000: 
$2,722.3 billion as of 3/23/89 
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 Wilshire 5000 equity index1 

The total price of all stocks for 
.which daily quotations are 
available, weighted by market value 

Dow Jones 
industrial average 
The total price of 30 
blue-chip industrial stocks, 
adjusted to reflect splits. 
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Technology glitches. Although none of the Wilshire sec- 
tors advanced in the last two weeks, weakness in the 
technology group was especially notable. Slower sales and 
earnings for IBM, Digital Equipment and Intel helped drive 
down their combined market value by over $7 billion. 
Overall, high-market-capitalization stocks experienced 
the sharpest losses, the reverse of what usually happens in 
a big selloff. While the Dow declined 2.1%, the Nasdaq 
index fell only 1.2%. The investor yardsticks below pro- 

file activity over the past four weeks. During this stretch 
small-market-capitalization, high-p/E, high-growth and 
low-yield stocks performed much better than their more 
conservative counterparts. 

The Dow, recently at 2243, stands at 11 times latest 12- 
month earnings. Right after the October 1987 crash, the 
Dow multiple was 16.6 and the Dow was almost 300 
points lower. Either the current market is cheap or inves- 
tors are worried that earnings have peaked. 

Closeup On the Equity Markets 

Performance of six leading indexes 

Percent change 
Wilshire 

5000 
Forbes 
5002 

Dow Jones 
industrials 

NYSE 
Composite 

Amex Market 
Value Index 

NASDAQ 
Composite 

in last 4 weeks -0.8 -0.9 -2.0 -0.9 0.5 -0.5 

in last 52 weeks 9.2 10.1 10.8 9.2 9.3 6.7 

Stock performance based on six key investor yardsticks* 

Percent change 
Company size Volatility4 P/E multiple Dividend yield Growth profile5 Share price 

large small high low over 21 under 8 over 4.5% none high low over $34 under $4 

in last 4 weeks -1.2 2.6 1.4 0.1 0.8 -0.1 -1.2 2.3 1.4 0.1 -0.4 0.7 

in last 52 weeks 10.4 11.8 7.3 4.4 21.3 9.6 -0.3 12.6 7.9 9.1 15.3 -3.8 

Wilshire index reflects price performance It differs slightly from market value of outstanding stocks because of retirements of equity since index was created. 2Based on sales. 
Equal weighted indices containing all shares with market capitalizations over $10 million.4A stock's sensitivity to overall market movement High-volatility issues have wide 

pnee fluctuations, low-volatility issues are more stable. 'A quantitative evaluation of a stock's growth image, determined by Wilshire Associates. 

Note: All data for periods ending 3/23/89. Prepared by Wilshire Associates, Santa Monica, Calif. *""" R"1™ 
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Where the Action Is 

Transports get a crude awakening. With oil prices reach- 
ing levels last seen before the 1986 collapse in oil prices, 
investors began shifting assets away from transportation 
shares and into energy. Texas Air, Federal Express, North- 
west Airlines and Yellow Freight System, Inc. all declined 
more than 9%. Energy showed a two-week loss of 1.2% 
but a four-week gain of 2.1%, versus a 4% loss for the 

transportation sector. 
Finance stocks were flat, all in all, but within the sector 

banks and brokerages moved in different directions. Some 
banks benefit from rising interest rates, and over the two 
weeks J.P. Morgan, Citicorp and Manufacturers Hanover 
rose more than 6%. Rising rates usually hurt Wall Street. 
Morgan Stanley, Shearson and Salomon lost over 7%. 

S^S/ Percent change in last 52 weeks "O-O- Percent change in last 2 weeks 

Capital goods 
50 <»y 

-25 

I I I I I I I I I I 1 I I I  I i I I  II I I  I I I  I  1 
'88 1*89 

Energy 
50             1 

-1.2 

0 

-25 

Mil 1 1  1 1  1 1  1  1  1  1  1  1  1 1  1  1 1 1 1 II 1 1 
'88 l'89 

Technology 
50 ^y 

-25 

" '  "  " 
U 

Mill 

Consumer durables 
50 3^"- 

0 

-25 

II  1  1  1 1  1  1  1 1 II  1  1  1 1  1  1  1  1 1 II 1  1  1  1 
•88 l'89 

Finance 
50 

0 

ED 

-25 

ii 11 ii 1111111 ii 11111 1 1 
'88 I'M 

Transportation 

-25 

_LL _LL 
'88 

_LL I I I I I I 
l'89 

Consumer nondurables and services 
50 

-25 

I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  II  I  I  I  I  I  I  I  II 
'88 l'89 

Raw materials 
50 <^y 

^■■"v  
0 

-25 

1111M M11M M11111 1 1 1 1 1 1 1 
'88 l'89 

Utilities 
50 

"■"c-o.si 

0 

-25 

II II 1 II II 1 M 1 1 1 1 
'88 l'89 

What the Analysts Think 
The consensus remains positive. A recession is not in the 
cards, to judge from the latest readings from Wall Street's 
analysts. Earnings estimates have been rising for consum- 

er durables stocks, precisely those among the most likely 
to feel a downturn. General Motors' 1989 forecast was 
raised 2.7%, Ford's 2.2%. 

JVrwe-aKtdrjg the Forbes Sales 500 

■rmance 
riod 

Average 
earnings per 

.'re P/E 

late:.. $3.39 
1989 estiii 3.96 
1990 esiin, 

11.7 
10.0 
9.2 

Rank based on 
change in estimate Sector 

Estimated 1989 
EPS             P/E 

% change in 1989 estimate 
in 2 weeks      in 4 weeks 

1                        Consumer durables $5.13 9.8 0.71% 2.13% 

2 Raw materials 3.46 8.9 0.43 1.01 

3 Energy 2.87 12.2 0.40 1.14 

4 Consumer nondurables 2.72 13.0 0.11 0.00 

5 Capital goods 3.00 12.2 0.02 -0.13 

6 Technology 3.19 10.4 -O.04 -0.88 

7 Finance 3.73 S.l -0.21 -0.27 

8 I'Mlilies 3.07 10.1 -0.27 -0.39 

9 Transportation 2.78 10.2 -0.75 -1.14 

'•"""" II.>m over 3,000 security analysis Data arc compiled and updated continually by the Institutional Brokers 
Esumati S) item nu ,; ,,JMJ \K&eugtfjnD 

f" Pawur. ...■    y -Mates, Santa Monica  Calif    IRES, a service ot Lvnch. lones & Rvan  New York 
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Incredibly Swiss.     *" 

Many people insist on the best of both worlds when it 
comes to financial services. They want a bank that can 
offer traditional excellence, consistent service quality 
and cast-iron security. But they also realize that success 
in today's global financial markets depends crucially 
on an authoritative international presence. That's why 
they bank with Credit Suisse. Our solid Swiss virtues 
are regularly rewarded with a triple-A rating from the 

world's most prestigious rating agencies. At the same 
time we are also a premier player in the world's finan- 
cial markets. Credit Suisse's activities are closely co- 
ordinated with those of the global investment banking 
group, CS First Boston, Inc. International strength 
backed by Swiss tradition means that Credit Suisse 
can offer you the best of both worlds. 

We do more to keep you 
* at the top. 

CREDIT SUISSE 
CS 

Zurich (Head Office) • Abu Dhabi • Atlanta ■ Beijing ■ Bogota ■ Buenos Aires ■ Cairo • Calgary ■ Caracas • Chicago • Frankfurt ■ Gibraltar ■ Guernsey ■ Hong Kong ■ Houston • Johannesburg • London 
Los Angeles ■ Luxerr|bourg • Manama (Bahrain) • Melbourne • Mexico City • Miami  Monte Carlo • Montevideo ■ Montreal ■ Munich • Nassau (Bahamas) ■ New York • Nuremberg ■ Osaka • Paris 

Rio de Janeiro • San Francisco • Sao Paulo • Singapore • Stuttgart • Tehran • Tokyo • Toronto ■ Vancouver 



The Funds 

Could it be that investors are starting to 
notice fees and overhead costs? Fidelity 
seems to be trying to move in on Van- 
guard's low-cost mutual fund turf. 

Funds for 
tightwads 

By Evan McGlinn 

Fund 

IT'S NOT EXACTLY Nike versus Ree- 
bok, but it's probably the closest 
you will ever get in the mutual 

fund business. Fidelity Investments, 
the largest fund group, is trying to 
take business from the Vanguard 
Group, which has established itself as 
the low-cost provider of mutual 
funds. Since February Fideli- 
ty has been heavily advertis- 
ing its Spartan funds, which 
have $10,000 minimums and 
low (at least by Fidelity stan- 
dards) expense ratios. The 
first two to be launched are 
the Spartan Government 
Fund and the Spartan Money 
Market Fund. The govern- 
ment fund has an expense ra- 
tio of 0.65%, while the mon- 
ey market charges 0.3%, plus 
up to 0.3% more if it has a 
gross yield in excess of 5%. 

Spartan Money Market is a 
loss leader. Fidelity is tempo- 
rarily absorbing the entire 
0.6% expense ratio that 
would be payable at current 
money market rates, giving 
the fund a teaser rate of 10%- 
plus in effective annual 
yield. 

Though Fidelity denies it, Vanguard 
Chairman John Bogle says Fidelity is 
uving to lure customers away. "They 

Jon't come anywhere near us [on 
costsj," Bogle insists. True enough. 
The expense latio for Van- 
guards three government bond funds 
and for its three money market funds 
is a sl;m 0 33% (Spartan Money Mar- 
ket's expense ratio could go as low as 
0.3%, if gross  , i the money 
market deei or less, but 
that is unlikely.) 

A lot of fuss over a few basis points, 
you might think. Expenses, however, 
are a hot issue, thanks largely to Kath- 
ryn McGrath, director of the Securi- 
ties & Exchange Commission's divi- 
sion of investment management. A 
year ago McGrath got the commis- 
sion to mandate inclusion in fund pro- 
spectuses of a table of fees and costs. 
In these tables funds have to assume a 

Better shop around 
Low costs work in the investor's favor. Here, five 
efficient stock funds and five of the costliest. 

Annual 
expenses 
per $100 

Sales 
charge 

Trust Funds S&P 500 index $0.252 

Vanguard Windsor 0.46 

Fidelity Trend 0.49 

Vanguard Trustees' Commingled 0.50 

Vanguard Windsor II 0.58 

National Strategic Allocation 1.712 7.75% 

AMA Emerging Medical Tech 3.212 4.75 

First Investors International 1.672 8.50 

Mackay-Shields Value 2.902 5.0&1 

Mackay-Shields Global 3.602 5.00' 

'Presumes 5* 
dudes lib i 

annual return in its directory, Mil i presumes 956    "in 
'Redemption fee Sources Fund prospectuses, Ml 11 

$1,000 investment and a 5% annual 
return. Templeton Growth's prospec- 
tus, for instance, shows that a hypo- 
thetical $1,000 investment will cost 
you $91 in the first year and $164 
over ten years. By comparison, the 
Vanguard GNMA Portfolio runs $44 
over ten years; Spartan Government 
is $86. 

Does this mean you should pick a 
fund primarily on the basis of cost 
comparisons? Not necessarily. Suit- 
ability of the investment is very im- 

portant: Do you want stocks oi 
bonds? Low or high risk? And pasi 
performance should carry some 
weight. But, other things being equal, 
cost makes a difference. 

One person hoping to cash in on the 
cost issue is Richard Spellman, 
Michigan City, Ind.-based mutual 
fund analyst. Spellman recently 
launched the Mutual Fund Fee Index, a 
semiannual directory that allows in- 
vestors to compare costs on over 
1,500 stock and bond funds. The MFFl 
directory shows how five variables— 
front-end loads, loads on the reinvest 
ment of income dividends, contingent 
deferred sales charges, redemption 
fees and expense ratios—can erode a 
mutual fund investment over time 
(see table). 

A finicky attention to costs would 
exclude from consideration a number 
of funds that have done well in the 
past, such as Templeton Growth. It 
has a stiff 8.5% load, the highest legal- 
ly permissible, on investments under 
$10,000. Such high-load funds are go- 
ing out of style, however. According 
to Joseph Mansueto, publisher of the 
Chicago-based Mutual Fund Source- 
book, the percentage of funds with an 
8.5% load has fallen from 22% in I 

1986 to just 7% today. 
Spellman says investors 

shouldn't dismiss a fund just 
because it has a sales charge; 
nor assume a fund is a bar- 
gain just because it doesn't 
come with one. Take the 
Kaufmann Fund and the 
Guardian Park Avenue Fund. 
According to the SEC fee ta- 
ble, Kaufmann would cost 
you only $22 if you held it for 
a year, while Guardian Park 
Avenue would run over $52. 
That's because Kaufmann, 
which was the top perform- 
ing fund in 1988, doesn't 
have a sales charge, while 
Guardian comes with a 4.5% 
load. But Guardian, which is 
on the FORBES honor roll, is a 
much better buy if you plan 
to hold the fund for three 
years or more. Guardian has 

a modest 0.7% expense ratio while 
Kaufmann charges an outrageous 2%. 
Over a decade, Guardian works out to 
be $134 cheaper. 

In short, don't let costs rule your 
investments, but pay attention to 
them. The SEC disclosure table is a 
handy reference for comparing a 
handful of funds, and a review such as 
the FORBES Annual Fund Survey (ev- 
ery September) makes possible the 
comparison of a lot of funds on sales 
loads and expense ratios. ■ 

Cost of 
$1,000' 

over 5 yrs 

$14 

26 

27 

27 

33 

163 

165 

168 

175 

209 
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Basically, the rig pictured above can do any- 

thing a Volvo 740 Turbo Wagon can do. 
It will hold loads of cargo. Out-accelerate 

many performance cars. And reach top speeds 
of over 100 MPH. It will also pull about 150 Gs. 

Right from your wallet 
Which is why it pays to consider a Volvo 740 

r-   1989 VOLVO NORTH AMERICA CORPORATION   CALL TOIL FREE FOR TOUR CATALOG OF 1989 VOLVOS   I- 

I i 

I 
I 

I i 
Turbo Wagon instead. 

Its 74 cubic feet of cargo space is greater than 
most wagons in its class. While its performance 
rivals that of some of the worlds top sports cars. 

You see,unlike other wagons, both ends of the 
Volvo 740 Turbo Wagon       VOLVO 
Were built for hauling. A car you can belie%e in. 



Statistical Spotlight 

Uncertain or unstable earnings forecasts 
mean opportunity for investors. 

Earnings 
guesstimates 

By Christopher Palmeri 

A POPULAR ACADEMIC theory sa 
that you can't beat the mark 

k because any company's e: 
pected future earnings are fully r 
fleeted in today's stock price. It's 
compelling theory when applied i 
the likes of IBM. Dozens of exper 
follow this stock, they are in pretil 
close agreement, and they tend to a<! 
just their earnings forecasts up an 
down in unison. It would be prett 
hard to outguess them. 

But what about Magma Copper? S( 
curity analysts are all over the lo 
Three months ago the average 198 
forecast was $1.13 a share. Now tb 
mean estimate is up to $1.60. Nc 
only that, behind this consensus fon 

y 

In uncertainty lies opportunity 
If you have a basis for second-guessing the analysts, one another. Since stock prices tend to track average 
you can make money on a stock. For these companies estimates, earnings that in fact come in at the high end 
the analysts themselves are at wide disagreement with     of the range will probably make a stock go up. 

-Earnings per share- 

Company /business 
Recent 
price 1988 low 

-1989 estimates- 
average high 

% change 
'88 to avg '89 P/E* 

America West Airlines/airline s>-. $-0.94 $0.25 $0.67 $1.20 NM 13.6 

Anadarko Petroleum/oil 25 Vi 0.76 0.40 0.88 1.50 16% 29.0 

Apollo Computer/computer workstations 0.01 -0.15 0.56 1.00 NM 14.3 

Annco/steel ioy8 1 07 1.20 2.01 3.40 88 5.2 

Asarco/metals 26% 4.93 3.00 4.85 7.45 5.5 

Baker Hughes/oil services L6H 0.45 0.40 0.69 1.25 53 24.1 

Bethlehem Steel/steel 24y8 5.19 3.80 6.12 9.00 18 4.0 

Continental Corp/insurance 32% 0.91 1.00 3.09 3.40 240 10.5 

Control Data/office equipment 20V« -0.14 0.45 0.93 1.70 NM 22.4 

Cummins Engine/engines Ml  - -1.83 1.50 2.86 6.50 NM 21.0 

Cyprus Minerals/mining 6.31 2.75 5.99 8.10 6.5 

Daisy Systems/software 4y4 0.30 0.35 0.54 0.90 80 8.8 

Enron/pipeline 37V« 2.04 0.75 2.04 3.00 18.4 

Genentech/drugs 19 0.50 0.26 0.54 1.00 35.2 

GenRad/tcsting equipment -0.38 0.30 0.55 0.80 NM 12.7 

Louisiana Land ml 14 \ -2.27 0.40 1.04 2.50 NM 32.8 

Magma Copper mining 6% 1.50 0.75 1.60 2.00 4.3 

Midway Airlines/airline 12% 0.37 0.50 0.92 1.40 149 13.9 

lil/oiJ 36M 1.14 0 0.94 1.50 -18 38.3 

moot Mining'!. 0.53 0.35 1.70 3.00 221 23.7 

18 0.74 0.38 1.02 2.00 38 17.6 

■ 56V* 13.15 7.50 L0.83 19.94 -18 5.2 

Ra> i' 35S 3.64 1.15 2.50 2.55 -31 14.3 

Unit 12*. 0.73 0.70 0.80 1.38 10 15.9 

Valero Em !2Vi 0.54 0.50 0.69 1.00 28 17.6 

institutional Broken Estimate System illiFS). a service of Lynch, lanes & Ryan, via Lotus CD Investment 
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IT^HE BEST WAY TO PUT 
YOUR LIFE IN ORDER... 

The best way to help bring order 
to an often chaotic world is with the 
Gold Card® And the Year-End 
Summary of Charges that accom- 
panies Gold Card membership. 

The Year-End Summary is a com- 
prehensive review of Gold Card 
charges for the past year. What 
you spent. Where you spent it. 

So, in addition to a host of world- 
wide financial and travel privileges, 
the Gold Card also shows where 
life took you. Which allows you 
to concentrate on living it. 

To acquire the Gold Card, pick 
up an application today or call 
1-800-THE-GOLD. 

TRAVEL 
RELATED 
SERVICES 

S WITH THIS. 

C 1989 American Express Travel Related Services Company. Inc. 
Services available 10 U.S. Gold Card members. THE GOLD CARD 



cast of $1.60 lie estimates ranging 
from 75 cents to $2. 

With so much variation in the fig- 
ures, there is opportunity for an inves- 
tor who can make an informed guess 
about future earnings. That's because, 
as New York University finance pro- 
fessors   Edwin   Elton   and   Martin 

Gruber have shown, stock prices re- 
flect the consensus, or average esti- 
mates, of analysts. If you have reason 
to believe the analysts are too bearish 
on earnings, you stand a good chance 
of making money on the stock by 
buying it. 

The Institutional Brokers Estimate 

System, a service of New York broke 
age firm Lynch, Jones &. Ryan, trad 
consensus estimates on 3,500 firm 
That's a starting point. Where yc 
have reason to think that the consei 
sus is wrong, you can profit. The fc 
bles on pages 216 to 220 are goc 
hunting grounds. They show comp, 
nies that have wide disagreemer 
among analysts or that had radic; 
shifts in consensus forecasts froi 
three months ago. 

Consider Bethlehem Steel, aboi 
which there is much disagreemen 
Forecasts for 1989 earnings rang 
from $3.80 a share to a high of $< 
Richard Henderson, an analyst 
Donaldson, Lufkin & Jenrette's Pei 
shing Securities, comes in at the hig 
end of the range and argues that Beth 
lehem Steel will double in price thi 
year. The steelmaker presently trade 
at 25, or five times earnings. If Her 
derson's $9 estimate is on the mar 
and the stock were to trade at th 
same multiple as at present, Hendei 
son's target of $50 would be ap 
proached. Is Henderson right? Or th 
consensus? You decide. 

"A 1-cent-per-pound difference ii 
the price of copper translates into 2 
cents in Phelps Dodge's aftertax earn 

Where predictions are getting rosier 
These companies are among those with the largest 
jumps in consensus earnings forecasts over the past 
three months. Don't buy with the notion that the 
upward revisions haven't yet been noticed: It's prob- 
ably too late. Analyst forecasts tend to get rapidly 

incorporated in stock prices. However, the volatility of 
the forecasts may suggest instances in which the con- 
sensus is wrong. For instance, the analysts may still be 
undershooting their numbers for a company, for fear of 
making earlier forecasts look stupid. 

Company/business 

3-month Agreement 
Recent  Earnings per share  change in Estimated among 
price 1988                    1989E estimate P/E 1989 analysts 

Adaptec/computer data flow systems 5V4 S0.23E $0.63 66% 9.1 very low 

Avondale Industries/ship construct & repair 171/4 0.22 2.87 51 6.0 very high 

Edison Bros Stores/women's shoe stores 39 362 3.92 32 9.9 average 

Fremont General/insurance hldg, workers comp 16V8 1.60 2.42 58 6.9 low 

Lewis Galoob Toys/toys 0.72 .01 60 7.5 very low 

Genesco/apparel & shoe stores 0.76 0.62 40 9.7 average 

Jay Jacobs, apparel stores 6% 0.43E 0.69 58 9.2 low 

Legg Mason'securities broker 13% 0.82E 098 27 14.0 low 

Magma Copper/copper mining & refining 6% 1.50 1.60 38 4.4 very low 

Novellus Systems mfr semiconductor equip 13 048 1.13 28 11.5 low 

itr disk drives 15'/^ 0.98E 1.55 45 10.0 low 

ible pi    ted circuits 6'/! 0.01 0.53 36 12.3 very low   
fie LP/homt building 12V<                        2.75                     3.01                       35                        4.2                average 

nal prods 8V»                       2.78                     0.92                       28                        8.8              very low 

i   Institutional Brokers Estimate System (IBBS \ a sm ice of Lynch, Jones & K\an, i na Lotus CD Im vstment  j 
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ings," notes Smith Barney metals ana- 
lyst William Siedenberg. And the 
price of copper can be extremely vola- 
tile: Between January and February it 
dropped 30 cents. Siedenberg expects 
that the average price of copper will 
be a little lower this year than in 
1988. That's why he is estimating 
that Phelps Dodge will earn $10 a 
share in 1989, near the low end of the 
range. But Nicholas Toufexis of Pru- 
dential-Bache, whose forecast is $18, 
argues that the AIDS crisis in Zaire and 
the lack of capital spending in Peru 
will hurt the supply of copper, put the 
price up and make current purchases 
highly profitable. 

The first table (seep. 216), showing 
firms with extreme variation in esti- 

mates, includes many in cyclical in- 
dustries such as copper mining, oil 
and steel. But Apollo Computer, 
PaineWebber and Continental Corp., 
an insurance firm, also turned up. 

Airlines are another tough group for 
analysts to forecast. Janney Mont- 
gomery Scott analyst Louis Marcke- 
sano says: "A major rise in fuel prices 
or a fare war will kill any estimate." 
But Marckesano expects America 
West Airlines, a rapidly expanding re- 
gional carrier, to rack up earnings of 
$1.05 this year. The airline is trading 
at 9 times Marckesano's estimate of 
1989 earnings. But if the consensus 
estimate of only 67 cents is right, then 
the stock is already fully priced at 14 
times coming earnings. 

The second table (p. 218) shows 
firms with dramatic upward revisions 
in forecasts over the past three 
months. The idea is not to buy with 
the notion that this news isn't out 
yet—consensus forecasts do get re 
fleeted in stock prices rapidly. The 
idea, rather, is to look for companies 
where you can outguess the pros. Per- 
haps they have made upward revi- 
sions too timidly, for fear of making 
their earlier guesses look stupid. Or 
maybe you see something they don't. 

The table below shows companies 
whose estimates were recently cut. 

Afraid to try outguessing the ana- 
lysts? Don't be. The record shows that 
their forecasts are often wide of the 
mark. ■ 

Where predictions are getting gloomier 
Wall Street experts are less enthusiatic about these 
companies than they were three months ago. But 
where the analysts have overshot with their downward 
revisions, there are buying opportunities. More than a 
third of these firms are tied to the computer industry: 

Babbage's and Egghead, both retail software vendors, 
suffered cuts of 26% or more in their average 1989 
earnings forecasts. We have excluded companies with 
1989 estimates below 50 cents a share; that rule kept a 
lot of savings and loans off the list. 

Company/business 
Recent 
price 

—Earnings 
1988 

per share  
1989E 

3-month 
change in 
estimate 

Estimated 
P/E 1989 

Agreement 
among 

analysts 

Anacomp/computer &. micrograph sves $0.70 $0.76 -28% 8.4 low 

ARX/mfr military & indus prods 0.56 0.51 -26 10.0 very low 

Guy F Atkinson/construction 15'/8 0.12 1.03 -57 14.7 low 

Babbage's. computer software stores 117s 0.61E 0.90 -29 13.2 very low 

Carter Hawley Hale Stores/department stores 0.60 13.5 very low 

Data Switch/switching &. control sys SV» 0.30 0.53 -29 9.9 low 

Data-Design Labs/er.gineering sves &. prods v, 1.10 0.75 -35 7.7 average 

Diceon Electronics/circuit boards 8V4 1.62 1.04 -31 8.4 very low 

Domain Technology/data storage disks 4>/4 0.43 0.63 -38 6.7 low 

Egghead/computer software stores 10'/j 0.46E 0.77 -26 13.6 very low 

Employers Casualty/ins, workers comp, auto :<v 2.37 4 50 -27 5.9 average 

Entertainment Pub/discount coupon books 9\ i 1.22 1.03 -31 9.0 very low 

First American Financial/title insurance 31' 2.77E 3.17 -35 9.9 very low 

First Federal Mich/savings & loan 15', 3.22 .81 -33 8.6 very low 

Gottschalks/retail dept stores  Caht IP 061 0.82 -82 14.3 low 

Imperial Corp America saving <s loan 7% 0.73 2.59 -28 3.0 low 

Integon/ins, prop casualty, lite 1.06 0.67 -27 10.4 average 

Iverson Technology/computer equip 67/s 040E 0.72 -A3 9.5 very low 

LTXVtest equip for circuits 5% 0.62 0.68 -38 8.3 very low 

Morgan Products Ltd building prods 15\ 0.64 1.34 -26 .1.5 average 

<ns Ltd'casualty insurance 4V4 0.23E 0.62 -32 7.7 very low 

■ 9'/4 0.86 0.97 -27 9.5 high 

iking sves 8 V, 1.07 0.73 -32 11.3 very low 

• 7Vi 0.05 0.78 9.1 very low 

. institutional Broken Estimate System (IBES). a service of Lynch, Jones 6 Ryan, via Lotus CD Investment 
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Statistical Spotlight 

Now that dividends are taxed no higher 
than capital gains, you might as well go for 
yield as for growth. Here's a roundup of 
strong dividend payers. 

Growth yields 

By Evan Sturza 

No LONGER ARE high-yielding 
stocks only for widows and or- 
phans. Beginning last year, div- 

idends have been taxed no higher than 
capital gains. That makes high-yield- 
ing stocks attractive to a class of in- 
vestors who used to shun them. 

It won't do, however, to go for the 

stocks with the fattest yields. Some of 
those dividends are imperiled by inad- 
equate or slow-growing earnings, fac- 
tors that come back to haunt the divi- 
dend seeker as much as the capital- 
gains investor. Occidental Petroleum, 
for example, has a $2.50 annual divi- 
dend, but that dividend has not been 
increased in seven years, during 
which time inflation has cut the divi- 

dend's purchasing power by 20%. Th 
prospect for future increases is no 
good, either, since the company ha 
been paying out more than it earns 

A solid dividend payer, by contrast 
pays out less than half its net incomi 
and maintains the real value of th< 
dividend in a period of inflation. / 
stock now yielding a modest 4% bu 
enjoying a 10% annual increase in th( 
dividend will, in ten years, be yieldinj 
over 10% on its original price. 

Pfizer is one company that has re 
cently kept its dividend whole in pur 
chasing power. This pharmaceutica 
company, moreover, has paid a divi 
dend every year since 1901 and has 
increased it in each of the last 21 
years. The stock has roughly triplec 
since early 1974, and the dividend is 
up fivefold. At the indicated $2.2C 
rate for 1989, the yield is almost 12% 
on original investment for someone 
who bought 15 years ago. 

The steady payers listed below have 
five-year dividend growth rates of at 
least 12% and yield more than 3.5% 
In addition, all these firms pay out no 
more than 45% of their earnings and, 
according to the Institutional Brokers 
Estimate System, are expected to post 
higher profits this year. ■ 

Dependable dividends 
These stocks have an average five-year dividend growth 
rate of 14%, against 9% for the S&P 500. In addition, all 

these firms pay out not more than 45% of their 
in dividends, against 58% for the S&P 500. 

earnings 

Company recent 
Price- 

52 -wk chg current 
—Dividend- 

5 yrs ago current 
Yield 

P/E 
Payout 

ratio growth rate 5-yr avg 

BIC Corp 25% -8% $1.00 $0.30 28% 3.9% 1.6% 11.7 45% 

Imperial Chemical 80% 4 4.80 1.38 23 5.9 3.5 8.6 45 

MM Financial 45 Vi 10 1.90 0.66 22 4.2 2.4 7.8 30 

Vermont Financial Svcs 18% -5 1.00 0.55 22 5.3 3.6 7.6 35 

Westinghouse 527/8 5 2.00 090 17 3.8 2.3 9.6 35 

Banc One 25 Vs 2 1.04 0.45 16 4.1 2.8 9.8 40 

Transtechnology 187/g -8 0.96 046 15 5 1 3.4 10.5 39 

Citizens & Southern 26% 8 1.24 0.58 15 4.7 3.3 8.2 35 

Barnes Group 35 y« -3 1.40 0.60 14 4.0 2.7 11.5 39 

Southtrust 20% 5 0.96 050 14 4.6 3.3 7.8 32 

NBD Bancorp 38% 17 1.48 0.77 14 3.8 3.2 8.1 28 

Bank of New England 23% -20 1.36 0.74 13 5.7 3.6 5.8 32 

Fort Wayne National 21 -4 0.80 0.36 13 3.8 2.2 8.8 29 

Pfizei 56'A 0 2.20 1 16 12 3.9 2.7 12.0 43 

Mar Financial 24% 0 1.20 0.63 12 4.8 3.3 8.4 37 

ial 24 Vi 4 1.16 0.56 12 4.7 2.9 9.4 38 

33ft 4 1.52 0.78 12 4.5 3.6 %2 36 

39% 29 1.96 1.09 12 4.9 4.1 7.1 34 

14 . 3 1.55 0.69 14 4.3 2.9 8.9 34 

Av 40% 9 1.42 0.99 9 3.5 3.2 12.1 58 

Source Media General t ia Lotus CD Itwestment. 
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Land... what else can give you so much pleasure now and for years to come? 

The land we're offering is far 
from the crowds and rat race of 
cities, away from noise and 

pollution. It's nature in an un- 
spoiled state. 

Each ranch is 40 acres or more. 
A really big spread. With controlled 
access that assures exclusivity 
and privacy. We're up in the moun- 
tains of Colorado's glorious San- 
gre de Cristo range—the heart of the 
Rockies. Where deer, elk, eagles, 
wild turkey and other birds and ani- 
mals still roam. 

Very few owners will share this 
part of the American Alps, and our 
concept for buyers is simple: A 
large, desirable piece of property, 
offered with financing and full 
buyer protection. You can build 

here if and when you want. You 
may use it as a base for vacations, 
for cross-country skiing, hunting, 
fishing, hiking, camping and all 
kinds of outdoor sports and fam- 
ily fun. 

It's the perfect place to acquire 
a substantial part of the American 
dream. Here you will taste life on 
the scale it was meant to be lived. 

Forbes Magazine's division, 
Sangre de Cristo Ranches, put this 
project together based on the 
many requests received over the 
years for a really large tract of 
land. Through Forbes Wagon Creek 
Ranch, we're pleased to be able to 
share a part of it with you and your 
family. We've ranched this area 
for almost two decades and plan to 

be around for generations to 
come. Our neighboring Forbes 
Trinchera Ranch covers over 400 
square miles, which is our firm 
commitment to the future of this 
unspoiled paradise in Colorado. 

Ranches here start at $30,000. 
It's not a small sum. But unlike 
paintings and jewelry or new cars, 
this ownership extends past your 
lifetime and the lives of those you 
love to guarantee your own sub- 
stantial heritage in America the 
beautiful. 

For complete information, 
without obligation, call 719/379- 
3263 or write to: Errol Ryland 
Manager, Forbes Wagon Creek 
Ranch, P.O. Box 303   B8 
Ft. Garland, CO 81133. 

Mam the Property Report required by Federal -aw and read it before signing anything No Federal agency has 
Iged the merits or value, if any. of this propeny Equal Credit and Housing Opportunity A statement and offering 
itement has been filed with the Secretary of State of the State of New York The filing does no! constitute approval 
the sale or lease or offer for sale or lease bythe Secretary of State or that the Secretary of State has in any way passed 
on the merits of such offering  A copy of the offering statement is available, upon request, from Sangre de ' 
inches NYA86-153 A ...atement of Record filed with the New Jersey Real Estate Commission permits this property 
be offered to New Jersey residents, but does not pass upon its merits or value. Obtain the New Jersey Public 
fenng Statement and rdad it before signing anything NJA #60686004 CO; Florida AD 20537 



FINANCIAL   NEWS   FROM    B.A.T   INDUSTRIES 

Record £1,641m 
Pre-tax Profit 

PRELIMINARY   RESULTS 
£1 - SI 81 at 31 12 88 (SI 88 at 31 12 87) Year to December 1988 Year to December 1987 Change 

GROUP   TURNOVER £17,653m £17,208m +3% 

PRE-TAX   PROFIT £l,641m £l,394m + 18% 

EARNINGS   PER   SHARE 62.81p 52.78p + 19% 

DIVIDENDS   PER    SHARE 20.10p 16.90p + 19% 

• BAT Industries reinforced its position as one of Britain's most successful enterprises - 

pre-tax profit up 18% to record £1,641 million. Final dividend 12.50p. 

• Acquisition of Farmers Group, Inc completed in December. 

• Tobacco profits +5% to £756 million - B&W and BATCo very good year, with strong 

export growth. Non-tobacco activities contributed 54% of Group profit. 

• £442 million profit from financial services +66% - excellent year for Eagle Star and 

Allied Dunbar. Lower single premiums and unit trusts reduced turnover. 

• Record year for Argos and Marshall Field's; overall retailing profit flat. Paper and pulp 

profit £214 million - progress by Appleton and Wiggins Teape. 

• Net borrowings increased to 66.5% of shareholders' equity, after paying £2.9 billion 

consideration for Farmers. 

*&* BAT INDUSTRIES 
UNCIAL    SERVICES • RETAILING • PAPER • TOBACCO 

r>.<dUlalemenls will t>« delivered to Ihr Registrar ot Compan««s »n<] carry an unqualified audit report 
-   -  tg|   ■•«-.:!, vr*arehoiders and copies are available from BATUS (N Y )  l270AvenueoMhe Americas New York NY 10020 



Capital Markets 
MONEY & INVESTMENTS 

Municipal lease obligations are the latest 
thing in munis. But if they dont carry a 
yield premium, leave them alone. 

SORT OF 
BONDS 

By Ben Weberman 

Want to own a jail? How about a 
hospital? These are but two of the 
many types of state and local gov- 
ernment facilities that are being fi- 
nanced with leases. The leases are 
carved up into "certificates of parti- 
cipation," typically of $5,000 each. 
As investors supplying capital to a 
strapped municipality, you and fel- 
low certificate holders are entitled 
to a share of the proceeds from that 
property. But you have no intention 
of operating the property or repos- 
sessing it when the lease term is up. 
In effect, you have simply lent mon- 
ey. Each semiannual (or sometimes 
monthly) "rental" payment may 
consist partly of a return of capital 
and partly of interest. The interest 
received on the lease is free from 
federal taxes and, for residents of 
the state, from state and local taxes. 

Leases have become so common 
that both Moody's and Standard & 
Poor's published last month their 
views on rating criteria. The annual 
calendar of tax-free lease issues now 
runs an estimated $4 billion to $5 
billion—a good chunk of the total 
$125 billion muni bond volume ex- 
pected in 1989. 

Lease financings are popular with 
issuers, who use them to circum- 

Ben Weberman is a contributing editor of 
FORBES magazine. 

vent legal constraints on borrow- 
ings. But are they good for inves- 
tors? That depends on how much 
additional yield is generated over 
the return on more traditional gen- 
eral obligations. 

Today a lease may deliver only 25 
basis points of extra yield. That's 
hardly enough to pay for the added 
risk, says Nicole Anderes, head of 
research at Roosevelt & Cross, a 
New York dealer. With an extra 40 
to 50 basis points, the leases be- 
come attractive. 

Municipal leasing is particularly 
popular in California as a conse- 
quence of Proposition 13, passed in 
1978, which put a crimp in the issu- 
ance of general obligation bonds by 
cities and counties. Voters enacted 
this initiative with the notion that 
it would control spending. The 
lease business, however, has caused 
the antitax movement to backfire a 
bit. A lease is just borrowing under 
another name, at a higher cost. 

That doesn't make the lease any 
bonanza for the investor. The gov- 
ernment lessee is under, at most, its 
word of honor to continue the semi- 
annual or monthly payments. If it 
decides it can do without the jail, 
the payments stop and you and oth- 
er investors get the jail back (as long 
as your lease had a security interest 
in the property) and try to turn it 
into a shopping mall. Lots of luck. 

Moira McGrane, vice president 
and manager of municipal research 
at Thomson McKinnon & Co., is 
wary of this type of financing. Any- 
thing that circumvents the voter ap- 
proval usually needed for bond is- 
sues has one strike against it. 

But there are other risks. Many of 
the leases require an annual legisla- 
tive appropriation of funds to pay 

lease rentals. There is no way to tie 
a subsequent legislature to pay for 
today's contract. Any time in the 
future, lessors may find that they 
are not going to receive payment 
because the elected officials no 
longer wish to pay for the project. 
It's that simple. Generally there is 
no recourse for the lender. Depend- 
ing on the contract covering the se- 
curity, it may not even be possible 
to seize the property. 

Payment, therefore, is chiefly a 
matter of desire for each legislature. 
In most cases, larger governments 
will honor their commitments. 
They have too much riding on other 
financings and don't want to tarnish 
their name in the marketplace. But 
smaller communities might not 
have as much incentive. Stay away 
from Washington State, whose mu- 
nicipalities have a record of shafting 
bondholders (that's what WPPSS was 
all about). 

If you do invest in a lease, know 
the risks and buy only an issue that 
minimizes them and that adequate- 
ly compensates you for them. 

Some of the leases, especially 
those in California, are written with 
a lot of outs for the lessee. It is 
frequently possible for the govern- 
ment to renege if the facility be- 
comes unusable—say, in the event 
of fire—or has become obsolete. 
There is also a potential for default 
in some cases if the facility is never 
completed. If there is a provision for 
rental abatement, be sure the par- 
ties have taken out rent interrup- 
tion insurance. 

An investor should also deter- 
mine that the facility is essential 
and can't be set aside on a whim. 
And be sure the term of the lease is 
not longer than the facility's useful 
life. Most leases run from 1 to 20 
years. On the longer ones, the lessee 
often has the right to cancel after 10 
years by paying off the balance of 
the investor's principal. 

By comparison, Rhode Island 
7Vi% general obligation bonds of 
2005, rated AA, are trading at par to 
yield 7.5%. Rhode Island Public 
Building Authority 8.2% leases of 
2008, rated A-/A + , are yielding 
7.75%. That 25-basis-point incre- 
mental yield compares with a differ- 
ence of 40 basis points last August. 

New York State obligations due 
1995 pay 7.1%, as compared with 
lease participations for John Jay 
College, the 7s of 1996, paying 
7.5%. The 40-basis-point spread 
compares with 35 last August. ■ 
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The Contrarian 
MONEY & INVESTMENTS 

Inflation has increased in 41 of the 43 
years in the postwar period. Is it any 
wonder then that long-term government 
securities arent the best buy in town? 

A SURE THING 

By David Dreman 

Who hasn't heard the old tale that if 
the Indians on Manhattan had in- 
vested the $24 or so they received 
for the island in bonds at 6% they 
would be zilhonaires today? The 
magic of compound interest makes 
it appear so easy—and riskless if 
you buy U.S. government securi- 
ties, the safest investment around. 

So how come people who invest 
in bonds generally do so badly? For 
all the theoretical allure, buying 
long-term governments is about as 
safe and profitable as having been 
heavily margined in stocks just be- 
fore Oct. 19, 1987. The chart pin- 
points why. (The information is 
from Ibbotson &. Sinquefield's study 
on government securities returns 
over time, and I have adjusted for 
total return, inflation and taxes. A 
50% tax rate was used, which is 
about in line with the marginal 
rates of the average FORBES reader 
over the entire period covered.) 

If an investor had plunked down 
$100,000 in 1946 for long-term gov- 

iments,    he   would   have   had 
sing power left at 
te 43 years later. 

ifter taxes and infla- 

ging director of 
Invest- 

author of 

tion the investment would have de- 
clined 75%. What's more, even this 
is a significant recovery from the 
low point. At the bottom in 1981 
the initial $100,000 was worth 
$13,940 in real terms, about as bad 
as the performance of the stock 
market in 1929-32, the worst de- 
cline on record. 

Would the tax-free investor in 
bonds have accumulated capital 
over the period? The answer again is 
no. Even without taxes, $100,000 
invested in 1946 shrank to $83,500 
in 1988, after dropping as low as 
$33,230 in 1981. While I'm not go- 
ing to suggest the future will repli- 
cate the past, the two colossal de- 
stroyers of capital—inflation and 
taxes—are alive and well. 

Still, bonds have an important 
place in your portfolio when proper- 
ly positioned. But most folks don't 
have a systematic method to handle 
them, which leads to major prob- 
lems. You can't, for example, buy 
20- or 30-year bonds and lock them 

in a safety-deposit box until maturi- 
ty. Inflation has increased in 41 of 
the 43 years in the postwar period. 
The last time it declined was well 
over 30 years ago. 

The strategy I use is to keep ma- 
turities very short under most cir- 
cumstances. With today's inverse 
yield curve, you actually get paid 
more to own a IVi-year Treasury 
note than a 30-year government 
bond. If inflation rates rose 3% from 
current levels over the cycle, cer- 
tainly not impossible, you would 
lose 4% on an 18-month bond, com- 
pared with 25% on a 30-year matu- 
rity. So why risk being long now? 
Yet most investors keep their bonds 
in intermediate and long maturi- 
ties, which has cost dearly. 

Now, with the lowest unemploy- 
ment in 16 years and an 86% level 
of plant utilization, the situation 
seems ripe for higher interest rates 
over time. This has always hap- 
pened under similar conditions in 
the past. Keeping your bonds short 
also allows you to extend them as 
rates rise, locking in higher yields. 

Which brings me to the point 
that, while they are lousy invest- 
ments, long-term bonds can be great 
speculations from time to time. In- 
vestors who bought long bonds in 
1982, as I suggested (FORBES,/W«£ 7, 
1982), when interest rates shot up to 
15%, made a killing. Buyers of 30- 
year zero coupon governments, for 
example, saw their money almost 
double in less than a year. 

Yes, bonds have a very definite 
place in your portfolio. But you 
must be responsive to changes in 
economic conditions, inflation and 
interest rates. The woeful tale of the 
chart shows what happens when in- 
vestors sit on their hands. ■ 

The illusion of safety 

Conventional wisdom has it that government securities are the most 
risk-free investment in the game. The chart shows the truth of the 
matter after taxes and inflation are taken into account. 
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NOW YOU CAN 
WATCH "DYNASTY" 

OR START BUILDING 
YOUR OWN. 

. *••  i5Sass?iK«-« 

You can watch entertaining programs 
about the rich and famous; or you can turn 
to Financial News Network and learn how 
to join them. 

FNN is cable's money channel, the 
leading source for up-to-the-minute business 
news and personal money management 
advice. We tell you what's happening and 

what's about to happen with real estate, 
stocks and bonds, taxes and much more. It's 
an entire network designed to help you make 
the most of your money. Only on cable. 

Can you afford not to watch? We're 
FNN, the television alternative for people 
who want to be the rich and famous, not just 
watch them. 

FINANCIAL NEWS NETWORK 

IT PAYS TO WATCHr 
News NETWORK 



Stock Trends 
MONEY & INVESTMENTS 

By Ann C. Brown 

/ do not expect rampant inflation, but 
check out how any of your stocks would 
likely react to high or rising inflation. 

ABERRATION 
INFLATION 

to inflation's rise. Last year was a 
poor one for crops because of the 
drought. However, because of the 
use of government surpluses along 
with the early wholesale liquida- 
tion of herds, the consequences of 
higher grain prices were delayed un- 
til recently. Indications are that 
food may again be an inflation prob- 
lem this year. If it is, much of the 
bad news already has been incorpo- 
rated in current prices, so that the 
numbers should climb more slowly 
in the future than they have over 
the past few months. 

Perhaps one of the most over- 
looked factors in the recent rise in 
the inflation rate is the runup in the 
price of imported goods. In prior 
years, whenever the value of the 
dollar declined, overseas manufac- 
turers were able to absorb most of 
the negative change in currency val- 
uation in their profit margins (or 
through government subsidies) to 
protect market share. This could 
continue only so long, and today 
prices of most foreign goods reflect 
the weakness in the dollar. 

When prices of imported goods 
were kept artificially low, it forced 
domestic manufacturers to keep 
their prices down to remain com- 
petitive. Now local producers are 
able to boost their prices, too, which 
also contributes to a higher rate of 
inflation. I expect this situation to 
continue but for the increase to be 
more gradual than it has been in the 
recent past. One reason is that the 
"catch-up" is largely caught up. An- 
other reason is that as consumer 
income growth fails to keep pace 
with inflation, demand will fall off, 
causing prices to decline—or at 
least to rise more slowly. 

Finally, the rate of inflation is in- 

According to my $3.95 crystal bal 
(cost a year ago, $3.49), the inflation 
rate, which has been rising rapidly 
recently, should level off and start 
to fall before the leaves do. I expect 
this to happen because I think the 
latest pop in our cost of living is the 
result of the coming together of sev- 
eral unusual circumstances—some 
not likely to continue, others likely 
to moderate as the year progresses. 

For example, take the sharp jump 
in the energy component. Recall, if 
you will, that the price of oil dropped 
to under $10 per barrel before last 
year's election. Had the price not 
been so low, the U.S. inflation rate 
would have been noticeably high- 
er—and, possibly, Mr. Bush's presi- 
dential prospects somewhat dim- 
mer. Now that the cop (Good for Oil 
Producers) is in for another four 
years—and the Iran-Iraq war is 
over—petroleum prices have dou- 
bled. My guess is that they probably 
are within 5% to 10% of a near-term 
peak and could correct 10% to 15% 
before year-end—particularly if in- 
ternational industrial production 
starts to soften significantly. 

Food prices have also contributed 
their  more-than-two-cents'  worth 

Ann c /iron n fscMef executive officerqj the 
f</mn advisory and portfbHo consulting 
firm of A <  Brown & Assot iates 

creasing sharply now because the 
cost of money is up. Over the past 
year the interest rate on short-term 
funds has risen nearly 50% as the 
Federal Reserve ratcbeted up the 
federal funds rate. The Fed saw in- 
flation coming and moved promptly 
to tighten the availability of money 
and credit—specifically targeting 
those rates that most immediately 
impact consumption and inventory 
carrying costs. This hike in the 
price of money is causing the infla- 
tion rate to be higher over the near 
term, even though it is designed to 
reduce inflationary pressures over 
the long term. In time it will. 

The confluence of these essential- 
ly one-time cost-push inflation vari- 
ables, together with an accommoda- 
tive demand-pull economic envi- 
ronment, has resulted in a 
temporary 12% annualized infla- 
tion rate, as measured by the Pro- 
ducer Price Index. The systemic rate 
is probably closer to 5Vi% to 6%. 
Until Congress makes visible prog- 
ress toward balancing the budget, it 
is unlikely that the overall annual 
rate will fall much below 4%. 

Even though I do not expect ram- 
pant inflation, it would be prudent 
to check out how the stocks you 
own or are thinking of buying 
would likely react in periods of high 
or rising inflation. Take the bad old 
days of 1980-82 for a worst-case 
comparison. One company that 
fared well during this tumultuous 
two-year period was Sara Lee (46). 
Earnings rose around 15% per year, 
and the stock price more than dou- 
bled from its low in 1980 to its 1982 
high, SLE continues to look good and 
appears capable of above-average 
earnings growth in worse inflation- 
ary weather than I'm forecasting. 

L'ST (19—formerly known as U.S. 
Tobacco) also prospered during the 
early 1980s inflation. The company 
increased its earnings 47% between 
1980 and 1982, while the stock 
price rose 70%. The current outlook 
for UST sees a potential total return 
of close to 20% in 1989—plus the 
possibility of a leveraged buyout. 

Marriott Corp. (30) also did well 
back when the Fed funds rate was 
16% and the prime rate skied to 
21%. MHS could show strong earn- 
ings gains because the company's 
products and services are very price- 
responsive to inflation pressure. 
Furthermore, the decline in the dol- 
lar could mean more foreign visitors 
here and more U.S. citizens vaca- 
tioning stateside. ■ 
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AMILY SOMETHING PRICELESS 

A, dl of us have dreamlands. A special place to call our 
own. Safe. Unhurried. Fun, of course, but much more. A 
place that's unspoiled, where you and nature can get it all 
together. 

Forbes Inc., publisher of Forbes Magazine, through 
its incredibly successful Colorado land subsidiary, Sangre 
de Cristo Ranches, is selling homesites on over 12,500 glori- 
ous acres of untouched land nestled on The Lake of the 
Ozarks in central Missouri. 

The average lot size of much of this land is 6 acres, with a 
minimum of 3 right up to 15 acres. The price for most of these 
lots is $7,500*, and each is divisible into at least 2 lots. This 
means that purchasers can dispose of the added lot to their 
children, relatives or friends. And: camping is permitted on 
some lots! You can purchase your homesite with 9% financ- 
ing and monthly payments of only 1 % of the purchase 
price. It's an opportunity for all time, for all seasons. 

Price subject to change without notice 

Forbes Lake of the Ozarks  i 
Box   303, Fort Garland, CO 81133 

Without obligation, please send me more information 
on Forbes Lake of the Ozarks. 

PLEASE PRINT 

Name 

Address- 

City/State/Zip 

Telephone 

or phone 816/438-2801 <»R7 
•Obtain the Properly Report required by Federal law and read it before signing anything. No Federal agency has ludged the merits or value, if any. of this property Equal Credit and Housing 
Opportunity A statement and offenng statement has been filed with the Secretary of State of the State of New York The filing does not constitute approval of the sale or lease or offer for sale or 
lease by the Secretary of State or that the Secretary of State has in any way passed upon the merits of such offering A copy of the offering statement is available, upon request, from Sangre de 
Cristo Ranches. NY/T88-178 



Wall Street Irregular 
MONEY & INVESTMENTS 

By Mark Hulbert 

Wall Street's biggest investor seems to 
think small is beautiful. Great for invest- 
ment letters—but what about his fund? 

LYNCH'S LAW? 

wealth? You probably would brace 
yourself for yet another advertising 
pitch from the land of investment 
newsletters, where enmity toward 
and distrust of "Wall Street" is 
worn as a badge of honor. But in fact 
these are among Lynch's gentler 
comments about his peers. 

I am struck by how many of 
Lynch's arguments are familiar to 
those of us who contemplate the 
investment letter phenomenon. 
The industry has surged in populari- 
ty precisely as investors have be- 
come disillusioned with more con- 
ventional sources of investment ad- 
vice. In the 1970s, for example, 
many turned to hard money news- 
letters in shock after discovering 
that the "conservative" bonds that 
bank trust departments had loaded 
into their portfolios hadn't come 
close to keeping up with inflation. 
Or as Lynch writes, "When you ask 
a bank to handle your investments, 
mediocrity is all you're going to get 
in the majority of the cases." 

Lynch further asserts that the ma- 
jority of large institutional inves- 
tors will underperform the market 
because of their herd instinct. "Un- 
der the current system, a stock isn't 
truly attractive [to an institutional 
investor] until a number of large 
institutions have recognized its 
suitability and an equal number of 
respected Wall Street analysts have 
put it on the recommended list. 
With so many people waiting for 
others to make the first move, it's 
amazing that anything gets 
bought." He concludes: "If you in- 
vest like an institution, you're 
doomed to perform like one." 

This is great for investment let- 
ters—they can be accused of many 
things, but timidity is not one of 

Jonathan Clements raised an impor- 
tant question about Fidelity Magel- 
lan fund manager Peter Lynch's 
brilliant record in the last FORBES 
(Apr. 3). The occasion was the publi- 
cation of Lynch's new book, Orie Up 
On Wall Street (Simon & Schuster, 
$19.95), which is currently gambol- 
ing up the bestseller lists. Given the 
sheer size of Magellan's $9 billion in 
assets—more than the national out- 
put of Greece, as Lynch likes to 
say—Clements wondered if Lynch 
would in the future be able to find 
enough undervalued stocks to con- 
tinue his favorite rifle-shot ap- 
proach to investing. Could Magel- 
lan continue to beat the market? 

I share Clements' concern. But 
my reasons are slightly different— 
reflecting, I suppose, the nine years I 
have spent monitoring investment 
letter performance in my llnlbert 
Financial Digest 

First, consider what Lynch says in 
his book. What would be your reac- 
tion to someone who calls Wall 
Street's professional investors "oxy- 
morons"—contradictions in terms 
—and who argues that following 
their lead can be hazardous to your 

Mark Hulbert is edit) »■ <y tbe Alexandria. 
Va-based  Hulben   Financial   Digest    Ht 
newest book is The Hulben Guide CO Finan 
cial Newsletters (Probus Publishing). 

them. And unlike many institution-* 
al investors, newsletter editors need, 
not avoid the low-capitalization 
and non-dividend-paying stocks—'. 
which historically have outper- 
formed the blue chips. So it should 
be no surprise that they more than 
hold their own when their perfor- 
mance is compared with money 
managers'. Recently I compared 
newsletters with mutual funds in 
both up and down markets, using 
the FORBES honor roll approach 
(June 27, 1988) and on a risk-adjust- 
ed basis (Sept. 5, 1988). Newsletter 
portfolios took the top 3 places on 
the honor roll and were 9 of the top 
15 risk-adjusted performers. 

But what does surprise me is the 
implication of Lynch's argument for 
his own fund. After all, like it or 
not, it's now a huge institution, too. 
How can it escape Lynch's Law? 

The second reason for my con- 
cern arises from comparing Lynch's 
record with those of investment let- 
ters. Just as he easily beats all mutu- 
al funds for the last ten years, his 
fund would be fairly comfortably in 
first place among all newsletters 
HFD has followed since 1980. Lynch 
achieved a remarkable 669.8% gain, 
versus the s&p 500's total return of 
250.5%. The top-performing letter 
was Martin Zweig's Zweig Forecast, 
with a 397.2% gain. 

In the decade ending in December 
1988, Lynch achieved a compound- 
ed annual growth rate of 30%. For 
me, this is a warning light. My expe- 
rience is that anything beyond 20% 
to 25% is unsustainable in the long 
run. Al Frank of The Prudent Specula- 
tor did manage an annual com- 
pounded growth rate of 32% over 
seven years—but that streak ended 
on Meltdown Monday. 

And just as with Frank immedi- 
ately prior to the crash, Magellan's 
rank slips when studied over a more 
recent period and when adjusted for 
risk. On a total-return basis over the 
last five years, Lynch is fourth, with 
a 125.1% gain, as opposed to the 
s&p's 103.3%. This is behind the 
McKeever Strategy Letter (253.3%), the 
Zweig Forecast (157.3%) and Prince- 
ton Portfolios (152.3%). When 
Lynch's performance is adjusted for 
risk, he is in fifth place, behind Sys- 
tems & Forecasts, the Zweig Forecast, 
the Zweig Performance Ratings Report 
and the McKeever Strategy Letter. 

Don't get me wrong. Lynch is a 
prodigy, and his record may contin- 
ue to be the exception that proves 
the rule. But it will be tough. ■ 
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60% 
OF THE 

NATION'S 
TOP CEOs 

ADMIT 
THEY HAVE 

A DRUG 
PROBLEM. 

CEOs at 30 of America's 
top 50 companies have ac- 
knowledged that they have drug 
problems within their 
organizations. 

They have good reason for 
concern. Research shows that 
drug abuse severely cuts the 
productivity of more than one- 
sixth of the nation's workforce. 

So these executives have 
taken two important steps. 
First, they've made it corporate 
policy not to tolerate drug use, 
by anyone at any level of the 
company. Second, they're 
offering help to drug users by 
establishing employee educa- 
tion, assistance, and drug 
treatment referral programs. 

If you feel it's time your 
company faced up to its drug 
problem, expert guidance is 
available to help you compare 
model drug programs, discuss 
legal questions, and educate 
your employees. 

Please call the National In- 
stitute on Drug Abuse Work- 
place Helpline for CEOs and 
managers: 1 -800-843- 4971. 
From 9:00 a.m. to 8:00 p.m. 
eastern time Monday through 
Friday. 

You'll be in good company. 

PARTNERSHIP FOR A 
DRUG-FREE AMERICA 



Insights 
MONEY & INVESTMENTS 

By David Levy 

In our preoccupation with the federal 
deficit, Congress and the American peo- 
ple lose sight of more pressing problems. 

IS OUR EYE ON 
THE WRONG BALL? 

tion has crippled Congress, making 
new initiatives almost impossible 
and spending decisions short-sight- 
ed. The distinguished economists 
and policymakers agreed that Presi- 
dent Bush needs to exercise leader- 
ship to break through this narrow 
preoccupation and to promote the 
shifting of meaningful financial re- 
sources to the bipartisan priorities 
he outlined in his State of the 
Union address. 

One issue, several conferees 
agreed, cannot wait: the emerging 
crisis in our financial system; it is 
much more pressing than cutting a 
few billions from the federal deficit. 
The longer we delay action with a 
bandage-and-hope strategy, the 
higher the costs will go. Federal Re- 
serve Governor Martha Seger com- 
pared the situation in the financial 
system to an "appendicitis attack" 
requiring immediate response. In 
agreement were no lesser authori- 
ties than Charles Kindleberger of 
MIT, Hyman Minsky of Washington 
University in St. Louis, and Albert 
Wojnilower of First Boston. Minsky 
called the FSLIC calamity "the tip of 
the iceberg." 

In short, we need to approach the 
problem of shaky banks and other 
financial institutions much as Ford 
approached its crisis nearly a decade 
ago: recognize the full extent of the 
problem and take decisive action. 

Even more important from the 
national point of view is doing 
something about our educational 
deficiencies, the greatest hindrance 
to America's future competitive- 
ness. Richard Cavanagh, executive 
dean at Harvard's Kennedy School, 
lamented, "Only 12% of graduating 
[high school) seniors can take six 
fractions and rank them from the 

Philip Caldwell, Ford Motor's re- 
tired chairman, says that his former 
company's dramatic turnaround 
holds lessons for all American man- 
ufacturers. Caldwell told the Ford 
story to a distinguished gathering of 
business leaders, economists and 
statesmen in March at a conference 
marking the formal inauguration of 
the Jerome Levy Economics Insti- 
tute at the Hudson Valley campus 
of Bard College. Ford, he said, did 
not get from deep deficit to superb 
profitability through a series of ad 
hoc decisions but by developing and 
implementing long-term, strategic 
thinking. While cost-cutting was an 
important part of the strategy, its 
real thrust was in setting long-term 
goals and putting them before short- 
term performance. 

It's too bad that our national poli- 
cymakers don't take a leaf from 
Ford's book. They tend to concen- 
trate on dealing with the most im- 
mediately pressing problem. For ex- 
ample, as Robert Eisner of North- 
western University pointed out at 
the conference—and Senators Moy- 
nihan and Sarbanes confirmed— 
preoccupation with deficit  reduc- 

DavidA levy is a partner of Levy Economic 
Forecasts  a Cbappaqua,   \)   consulting 
Jinn, and vk I i ■', tbe /ironic levy 

fiomia In i < allege 

biggest to the smallest." How far 
will we be able to raise economic 
productivity to compete with the 
Germans and Japanese and others 
when we suffer shortages of scien- 
tists and engineers, and are bur- 
dened with great surpluses of illiter- 
ate, unskilled workers? 

Murray Weidenbaum, former 
chairman of Reagan's Council of 
Economic Advisers, maintained 
that we can make our schools better 
by deploying resources more effi- 
ciently rather than by initiating 
massive new spending programs. 
Maybe so, but the fact remains that 
addressing this problem should 
have priority over number-juggling 
to meet Gramm-Rudman targets. 

The Fed's Seger urged President 
Bush to employ a "competitiveness 
test" for any new legislation or reg- 
ulation he considers. Will it help or 
hinder the national quest for higher 
economic productivity? Both she 
and Weidenbaum slammed the dis- 
incentives for capital investment in 
the Tax Reform Act of 1986 for 
inhibiting the modernization of in- 
dustry. Competitiveness is the re- 
sponsibility of private companies, 
but government actions tilt the 
playing field. 

Did the assembled wisdom, then, 
dismiss the federal deficit as a na- 
tional problem? No, although Pro- 
fessor Eisner argued that the federal 
deficit is a false demon, conjured up 
out of faulty bookkeeping and fail- 
ure to recognize that the federal 
debt is being whittled almost as fast 
by inflation as it is swollen by feder- 
al spending. Although economists 
have wide differences on fiscal poli- 
cy, they agree on some points. Pro- 
fessor Minsky argued that cutting 
the deficit can be done without inju- 
ry to the economy, provided the 
trade deficit is simultaneously 
shrinking. Once again, competitive- 
ness is the issue. And there are ex- 
penditures that can and should be 
cut; Weidenbaum offered military 
pensions for "healthy 38-year-olds" 
as an illustration. 

The bottom line: America's fu- 
ture competitiveness must take pri- 
ority over budgetary concerns. In 
the time you took to read this col- 
umn, another 15 American kids 
dropped out of school. More drugs 
found their way to our streets. The 
savings and loans sank deeper into 
deficit, and the foreign debt crisis 
worsened. And Washington droned 
on and on about how to avoid the 
Gramm-Rudman sequester. ■ 
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This announcement constitutes neither an offer to sell nor a solicitation of an offer to buy these securities. The offering is made 
only by the Prospectus, copies of which may be obtained in any State from such of the undersigned and others as may lawfully 
offer these securities in such State. 

March 27. 1989 

10,000,000 Shares 

KemPER 
I 1 
Financial. 
I I 

Kemper Strategic Municipal Income Trust 

Shares of Beneficial Interest 

Price S12 per Share 

Smith Barney, Harris Upham & Co. 
Incorporated 

Bateman Eichler, Hill Richards 
Incorporated 

Boettcher & Company, Inc. 

Piper, Jaffray & Hop wood 
Incorporated 

Wheat, First Securities, Inc. 

Blunt Ellis & Loewi 
Incorporated 

Lovett Mitchell Webb & Garrison Inc. 

Prescott, Ball & Turben, Inc. 

Bear, Stearns & Co. Inc. 

A. G. Edwards & Sons. Inc. 

Shearson Lehman Hutton Inc. 

William Blair & Company 

The Chicago Corporation 

First Albany Corporation 

Janney Montgomery Scott Inc. 

Alex. Brown & Sons 
Incorporated 

Donaldson, Lufkin & Jenrette 
Securities < orporation 

Kidder. Peabody & Co. 
Incorporated 

Drexel Burnham Lambert 
Incorporated 

Prudential-Bache Capital Funding 

Dean Witter Reynolds, Inc. 

Butcher & Singer Inc. 

Eppler, Guerin & Turner, Inc. 

Interstate/Johnson Lane 
Incorporated 

Legg Mason Wood Walker 
Incorporated 

McDonald & Company      Morgan Keegan & Company, Inc.      The Ohio Company      Ragen MacKenzie      Rauscher Pierce Refsnes, Inc. 
Securities, Inc. Incorporated 

PaineWebber Incorporated 

Thomson McKinnon Securities Inc. 

Gulfstream Financial Associates, Inc. Advest, Inc 

Cowen & Co. 

First of Michigan Corporation 

Johnston, Lemon & Co. Ladenburg, Thalmann & Co, Inc 
Incorporated 

Dain Bosworth 
Incorporated 

D. A. Davidson & Co. 
Incorporated 

Gruntal & Co. 
Incorporated 

The Robinson-Humphrey Company, Inc. Rodman & Renshaw, Inc. Rotan Mosle Inc. 

Stifel, Nicolaus & Company 
Incorporated 

Sutro & Co. 
Incorporated 

Underwood, Neuhaus & Co. 
Incorporated 

Raymond James & Associates, Inc. 

Stephens Inc. 

Wedbush Morgan Securities Allen & Company of Florida, Inc. Allied Group Securities Corporation 

Anderson & Strudwick George K. Baum & Company Branch, Cabell and Company Brean Murray, Foster Securities Inc. 
Incorporated 

B.C. Christopher Securities Co. City Securities Corporation Craig-Hallum, Inc. Craigie Incorporated 

R. G. Dickinson & Co. Dominick & Dominick, Fahnestock & Co. Inc. Geneva Securities, Inc. Hanifen, Imhoff Inc. 
Incorporated 

Hopper, Soliday & Co., Inc. Howe, Barnes Investments, Inc. The Illinois Company Investment Corporation of Virginia 
Incorporated 

Jesup&Lamont Josephthal & Co. John G. Kinnard and Company McKinley Allsopp, Inc. David A. Noyes & Company 
Incorporated Incorporated Incorporated 

Parker/Hunter 
Incorporated 

Smith. Moore & Co. 

Raffensperger, Flughes & Co. 
Incorporated 

Roney & Co. 

Southwest Securities, Inc. 

Scott & Stringfellow, Inc. 

Traub and Company, Inc. 
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REAL ESTATE BUSINESS OPPORTUNITIES COMPUTERS EDUCATIONAL SERVICE 

MADISON RIVER RANCH 
Located at the confluence of Indian Creek 
and the Madison River, 17 miles south of 
Ennis, this immaculate 626-acre property 
includes lush river bottom meadows 
surrounded by trees and an attractive 
2,178-square foot home. New pole fencing 
sets off the horse paddocks and two horse 
barns. The west boundary is formed by 
\'A miles of the Madison River. Price 
$750,000. 

NORTH FORK BLACKPOOT RIVER 
Near Ovando, and a one-hour drive from 
Missoula, this unique 590-acre tract lies at 
the confluence of the North Fork and 
Main Fork of the famous Blackfoot River. 
Excellent fishing on both streams. 
Topography includes timbered hills and 
benches, plus open parks and river 
frontage. Private, but accessible Terms are 
available. Contact exclusive agent for the 
seller: Hall and Hall. Inc., P.O. Box 1924, 
Billings, Mont. 59103 (406) 252-2155 or 
(406) 682-7583. 

PALM SPRINGS. CA on a full acre of 
landscaped grounds in Rancho Mirage An 
architectural masterpiece with over 12.000 
sq ft of living space, marble floor, with 
granite accents Main house has ^ hdrms 
517: baths Guest house has 2 bdrms and 2 
baths Amenities incl a mosaic tile pool and 
spa, in exercise room with sauna, a sunken 
lighted tennis ct, 5 car garage Carmel Prop 

Dev $2,590,000 Call for brochure 
LOBLAND-WARLNG RLTV (619) $40-4641 

Own Spectacular Land, 
40 acres in the Colorado 

Rockies. $30,000 and up, 1% 
down, 9% financing. Write: 

Forbes Wagon Creek Ranch 
Box 303. Fort Garland, CO 81133 

(719) 379-3263 

MISCELLANEOUS FOR SALE 

INVESTMENT GEMSTONES! 
GUARANTEED LIQUIDITY!!! 

We buy & sell Diamonds and all Precious 
Gemslones Free wholesale catalog since 
1967' Member Jewelers Board of Trade & 
Chamber of Commerce 

HOUSE OF ONYX 
One Main Street 

Greenville. Kentucky 42345 
TOLL FREE l-KOO-626-8352 

FOR 

BE 

BY OWNER 
AUTOS BOATS AIRPLANES 

BUSINESSES FINE ART 
HORSES LUXURY HOMES 

140000INDIVIDUAL LISTINGS 

NO BROKERAGE 
COMMISSION 

COMPUTER LISTINGS 
UPDATED DAILY 

im 

REPOSSESSED VA & HUD HOMES 
available from government from $1 without credit 
check You repair Also drug seizures and tax 
delinquent foreclosures CALL (805) 682-7555 
EXT H-1030 for repo list your area 

SEIZED CARS—Porsche. Ferrari. Vette. 
etc Trucks, boats. 4-wheelers, TV's, stereos, 
furniture by Drug Enforcement Agency. FBI. IRS 
Unbelievable bargains on late models Available 
your area now Call (805) 682-7555 EXT C-1031 

1-800-USA-UST 1 
BUY — SELL — TRADE 

PROPERTY-PRODUCTS—SERVICE 

NO BROKERAGE FEES 

SELLERS TOGETHER 

SELL IN JAPAN! 
List your proper! > using our Tokyo office lo 
rc«.h 500 ♦  Real (-state broken in Japan 

Free translation   NO COMMISSION   Your 
name listed as contact point   Tear sheet 

provided Only $190 for 3 months listing 

CALL: Hon & Bunker Inc 

1-800-USA-2111 
FINANCIAL SERVICES 

HARD TO BORROW? 
No Credit Check 

Guarantees Provided 
We do not make loans 

Minimum $100,000 5-20 years 
The Funding Assistance Corp. 

U.S.A. (212)755-9400 
Kax< 212)755-7339 

FAST FACTS ABOUT FORBES SUBSCRIBERS: 

* Total management: 74.7% 

* Total paid circulation: 735,000 

♦Average household income: $162,000 

♦Average value of investment portfolio: $899,000 

IflTmRRYfTlflC INDUSTRIESINC 

Our 12th year ot DISCOUNTS. 
COMPUTERS & CELLULAR PHONES 

Fgt  Prepaid  Save Tax 
Toll Free 800-231-3680 

2511 Kat> F»> . Kat> (Houston) TX 77450 
1-713-392-0747 Fax (713) 574-4567 

BUSINESS EQUIPMENT 

BUY«SELL 
AT&T/ROLM/MITEL 
Telephone Systems 

Computers 
Fax Machines 

Call Telemart 
1-800-322-2225 

HJLLY APPROVED UNIVERSITY DEGI i 
Economical home study for Bache- 
Master's, Ph D , fully approved byl 
fomia State Department of EducS 
Prestigious faculty counsels for indtl , 
dent study and life experience cA 
(5,100 enrolled students, 500 facT 
Free   information—Richard   C / 
M.D (Harvard), President. Columbi i 
cific University, Department 3D 4 F 
Third Street, San Rafael, CA 94901.L 
Free: (800) 227-0119; California: (U 
552-5522; or (415) 459-1650. 

BUSINESS SERVICES 

BACHELOR,MASTER,DOCTCi 
EARN A DEGREE Use your past experif 
credit toward your degree No classes. s| 
or on campus attendance Studies duil 

your experience Sell-paced • Send IL 
For No Cosl EvtJ 
5777 W  Cenlu 

Suite I 
  Dee-t I 

J) 545-3   S"Tj» Anodes 

N.A.G.L.S. 
View precious gemstones tor-.ale. 

on computer, tree of charge 

(416) 238-4985 

Rw further information, 

(416) 238-8044 

COLLEGE DEGRE 
BACHELORS • MASTERS • DOCTOR, 

Fur worn Lite and 
Eipenence No CI 

Attendance Required 

Call (213) 471-0:1 
Outtkta Caltfomll 

1 • 800-423-324 
or send detailed resuil 

lor Free Evaluation I 
Pacific Western University I 

600 N SeouivMi Bivd   OepT 185 Los Angeles CA 9cl 

HOW TO ADVERTISE IN 

Forbes M.arket/J 
REGULAR CLASIFIED LISTINGS: All listings are accepted 
at the discretion of the Publisher. Minimum size is one inch 
(14 agate lines) FORBES will typset without charge. 

DISPLAY CLASSIFIED ADVERTISING: Minimun size for 
display of two inches (28 agate lines). Must be submitted as 
film negative or camera-ready mechanical to size. 

Box numbers provided on request. There is no charge for 
mailing service on blind ads. 

FORBES MARKET/CLASSIFIED is published in the first 
issue of each month. Advertising closing date is one month 
preceding date of issue. 

Frequency discounts available. Payment must accompany 
order unless from accredited agency. For specific require- 
ments send for order form. 

FOR ADDITIONAL INFORMATION WRITE OR CALL: 

LINDA LOREN 
FORBES MARKET CLASSIFIED 

60 FIFTH AVENUE NEW YORK, NY 10011 
(212)620-2440 

: 
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It!     CORPORATE ITEMS CORPORATE ITEMS WINE CELLARS WINE CELLARS 

100% Cotton/Your Logo!— 
Better Than Lacoste or Ralph Lauren! 

Our great quality, unconditionally-guaranteed-polo shirts are 100% cotton. American 
MaJc. and custom embroidered with your logo or design. Minimum order just six shirts. 
For a price list, brochure and information about our other great products call: 

1-800-274-4787 

The Queensboro Shirt Company 
DeptF-13. 119N 11th St.. Greenpoint, NY 11211 

101 
my fix 
acnine Purchased 

TOP DISCOUN 

iRffHWOH'" 
tuHnun 

MX OP AMIRICA 
1-SOO-M2-MXX 

pgc^*^tSTji»uTOi^ mtticAsiow 

BINDERS 

JOHN CLEESE 
Regularly Visits DEC, 3M, 
Hyatt Hotels, Barclays Bank, 
IRS and thousands of other 
organizations through Video 
Arts training programs. 

For a FREE 
catalog 
of sales, 
management, 
and customer 
relations 
programs call: 

VIDEO 
ARTS 
1-800-553-0091 
\168 
In IL 
1-312-291-100$ 
\168 

SLIP CASES 
OR BINDERS 

In red and gold 
leatherette 

Slipcase: $7.95; 
three for $21.95 

Binders: $9.95 
three for $27.95 

Add $1 per unit postage card 
handling. Send check to: 

JESSE JONES BOX CORP. 
Dept. FB, P.O. Box 5120 
Philadelphia, PA 19141 
Or call 1-800-972-5858 

Buy TV\e Best Dciler 
Inquiries Invited 

We Will Mot Be VndersoU-Cnll m First 

WlNECELLARS 
Model Retail Your Con 
440 Bottle Capacity $2494 $1695 
700 Bottle Capacity 3495 1995 
250 Bottle Capacity 1795 1395 
250G (full see-thru door) 2195 1695 
296 Credenza (Low Boy) 2495 1695 

Separate Cooling Units: 48755' 
600 Bottle Commercial Unit 4995 3495 
880 Bottle Double Wide Unit 4495 2995 
1400 Bottle Capacity 6500 3795 
60 Bottle, glass door 699 599 

Custom Cellars 6 Racking Systems * Call for our catalog 
WlNECELLARS USA    (800) 777-VINO or (800) 777-8466 
* 839 So LaBreaAve   * Los Angeles. C A 90036 * Olympic Sales Co 
* Vrsa/MC/AmEx/Discover*WeShipAnywhere!*       Since 1947 

EXECUTIVE GIFTS 

■ H. UPMANN L0NSDALES 
I $31.50 Box 25 (6VS RG42). Save 521.00 | 

Natural Wrapper IjJ'T'itJ 
I Or call lor discounts on fresh, perfect  ™rU-^ 

DON DIEGO    H. UPMANN    TE-AM0 " 
. CABANAS    M0NTECRUZ    HENRY CLAY  ■ 
■ PRIM0 DEL REY... ANY TOP BRAND! 

Phone orders use VISA MCard 0t send cliec or M0 
I add S2 shpg New Yorvers add sales lax 

FAMOUS SMOKE SHOP FOUHI 
,55 W. 39th.St. , New York, NY 10018 

Offer expires May 31,198a 

MERCHANDISE 

STOP SWEAT 
FOR 6 WEEKS 
DR IONIC8— the 
answer to costly and 
embarrassing under- 
arm, hand or foot 
sweat. Short treatment 
with electronic Drionic 
keeps these areas dry 
for 6 week periods. Try 
doctor recommended 
Drionic @ $125 ea. pair 
(specify which). Send 
ck or MC/Visa # & exp. 
date. CA res. add 6% 
tax. 45 DAY MONEY 
BACK GUAR. 

GENERAL MEDICAL CO. 
Dept.F0B-18 

1935 Armacost Ave. 
Los Angeles, CA 90025 

Phone orders — MCI 
Visa—800 HEAL DOC 

Forbes: 
Capitalist Tool ® 

REACH THE PEOPLE 
WHO OWN AND RUN 
AMERICAS BUSINESS 

EXECUTIVE GIFTS 

COMMAND 
ATTENTION 

A man's 
image of 
distinction 
is conveyed 
by his tie! 
Choose from 
this catalog's 
unique selection1 _ 
of fashionable, pure silk, finely sewn ties 
carefully selected to project authority. 

^OWER TJES- 
Call for free catalog 1-800-365-0999 

TO CORPORATE EXEaTTVES 
& BOARD MEMBERS 

How would you like to have a set of pictorial 
magazines covering the entire gambit of 
World War I? We have such an original set. 
beautifully bound, in mint condition, and 
chronologically arranged from Aug 17, 1914 
to Jan. 24, 1920, in 10 volumes containing 
advertisements of the day, editorial com- 
ments, sports information, and propaganda 
leading up to America entering a World war A 
valuable and accurate source of information 
relating to this period and a myriad of re- 
search information which can be invaluable to 
a company is developing its public image 
LESLIE s WEEKLY was the "Life Magazine" of 
its day. Started during the Civil War and going 
out of business after the issue quoted here. A 
museum piece with practical value May be 
inspected by appointment Price $100,000 
Please contact Edward Douglass at (205) 
323-2442 or (205) 879-1073. 

AUTOMOBILES 

1973 Ferrari   l)a\tnnn Spvcler 

Original. One owner. 8900 miles. 
Red with Tan. Like factory new. 

Investment potential unlimited. 
Offers over $2 million. Private 
sale by owner. Contact Sue. 
 (602) 840-2345 



Streetwalker 
Edited by Thomas Jaffe 

Turning around 
Has Ryder System, Inc. shifted 

gears? The largest U.S. lessor of 
trucks and leading hauler of autos and 
light trucks, $5 billion (sales) Ryder's 
earnings grew at a compounded 14% a 
year between 1982 and 1987. But last 
year, excluding unusual and extraor- 
dinary items, earnings were down a 
bit, from $2.29 to $2.27 a share. 

Why the loss of momentum? Ryder 
expanded so rapidly that margins be- 
gan to erode. Now Ryder is cutting 
back somewhat. The company in- 
tends to eliminate the rental of trucks 
for one-way hauls. As for leased air- 
craft, the fleet has declined to 33 older 
planes, and future additions will only 
be made with leases in hand. On the 
block are several small businesses, in- 
cluding insurance management ser- 
vices, customs brokerage and freight 
forwarding. Finally, Ryder will buy 
back up to 12 million shares, or 15% 
of its 78.9 million common outstand- 
ing, over the next two years. 

Analyst Burton Strauss Jr. of Shear- 
son Lehman Hutton is confident Ry- 
der can turn itself around. He points 
out that many of its businesses, such 
as full-service truck leasing, continue 
to show good growth. Ryder has be- 
come the nation's number two opera- 
tor of school buses behind Laidlaw 
Transportation. In aviation services, 
commercial work for airlines is on the 
rise following the acquisition of Van 
Dusen's parts business and Caledon- 
ian's wide-body jet engine overhaul 
facilities in Prestwick, Scotland. 

Ryder's operating cash flow was a 
strong $10 a share last year and is 
projected to rise to $12 this year. On 
earnings, he's looking for a 24% gain, 
to $2.80 a share. Strauss thinks the 
company ought to sell for at least four 
times cash flow, which suggests the 
stock could rise into the 40s. Recent 
NYSE price: 24*/i. 

Impatient money 
Last year Santa Fc Southern Pacific 

I Corp. netted just $147 million, or 
93 ants a share, on sales of $3.1 bil- 
lion. But earnings isn't where the ac- 
tion is on this one. Analyst Jeffrey 
Cohen of respected New York money 
manaf Sloate, Weisman, Murray & 
Co. thi: the Chicago-based con- 
glomern; conservatively   worth 

$37.50 a share, net of debt. Recent 
NYSE price: 21 lA. Cohen thinks the 
gap will narrow. Here's why: 

The two largest holders of Santa 
Fe's 157.4 million shares are Canada's 
Olympia & York (19%), owned by the 
billionaire Reichmann family; and 
Itel Corp. (17%), controlled by suc- 
cessful investor Sam Zell. The Reich- 
manns' average price in the stock is 
an estimated $20; Zell's an estimated 
$18. Heavy hitters like these aren't 
partial to dead money, and with Santa 
Fe trading only modestly above their 
cost, that's just what their invest- 
ment currently is. 

In late 1987 the company began to 
restructure. It leveraged the balance 
sheet—there is now roughly $3.4 bil- 
lion of long-term debt—and slashed 
stated book value by paying out a spe- 
cial $30-a-share dividend. It then sold 
$2.6 billion of assets. 

Cohen is betting there's more to 
come. The remaining collection of as- 
sets is formidable. The Atchison, To- 
peka & Santa Fe railway generates 
about $220 million of operating in- 
come on over $2 billion of revenues. 
There's a 44% stake in Santa Fe Pacif- 
ic Pipeline Partners, L.P. Santa Fe's 
natural resource reserves include 216 
million barrels of oil and equivalents, 
over 700 million tons of coal and an 
estimated 3.6 million ounces of gold. 
Finally, it owns 40,000 acres of devel- 
opable real estate located mainly in 
California, Chicago and the South- 
west, as well as 11 million square feet 
of buildings, mostly in California. 

One thorn: In March Santa Fe was 
found guilty of violating antitrust 
laws with respect to the transporta- 
tion of Powder River Basin coal. A 
jury awarded the plaintiffs $345 mil- 
lion, an amount automatically trebled 
to $1,035 billion because it is an anti- 
trust violation. Even if the penalty 
stands, says Cohen, the net charge 
would come to about $450 million, or 
$3 a share. With so much in the way 
of undervaluation, and with the 
Rcichmanns and Sam Zell growing 
impatient, one could do worse than 
take a long hard look at Santa Fe. 

Blast off 
The rocket business is ready to 

rock, and a major beneficiary, says 
analyst Jerry Cantwell of New York's 
Wertheim Schroder, will be $5.7 bil- 

Martin Marietta's Titan IV 
Launching the stock . . 

lion (sales) Martin Marietta Corp. ol 
Bethesda, Md. With future sales ol 
commercial launch vehicles looking 
grim because of increased compete 
tion and softer demand, last year the 
company took a $90 million, or $1.05 
a share, writeoff on its commercial 
Titan program. 

This, however, does nothing to dim 
the prospects of Martin's new un- 
manned Titan IV, a modified version 
of its successful Titan 34D and the 
next step in the 25-year evolution of 
the Titan rocket family. 

The Titan IV's primary mission is 
to launch classified military satel- 
lites. Because it can be fitted with the 
powerful Centaur upper-stage rocket, 
the Titan IV is the only launch system 
capable of putting the heaviest of 
these satellites into their highest or- 
bits. The company has an estimated 
$5 billion contract with the Air Force 
to develop, produce and launch 23 
Titan IVs through 1992. The Air Force 
currently is negotiating to add anoth- 
er 26 rockets to this contract. These 
additional Titan IVs would support 
military satellite launches up to 1996. 

Cantwell estimates Martin's 1989 
earnings will rise 7%, to $5.60 a share, 
and be up 9% the following year, to 
$6.10. He thinks this kind of growth, 
compared with the 2% to 3% growth 
he projects for the overall aerospace 
group during the period, will in time 
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I listinguish Martin Marietta from the 
pack. Recent price of the 53.2 million 
|>JYSE shares: 45. At eight times this 
/ear's anticipated earnings, he says 
:he stock is ready to take off. 

Leadership premium 
owntum in the printing indus- 
try? It hasn't happened yet, but 

I here are some of the signs to look for: 
declining magazine circulation; fewer 
ad pages; reduced inventories at book 

| publishers; retailers cutting back on 
catalogs and inserts. Among those 
that could be hurt is R.R. Donnelley 
&. Sons Co., at $2.9 billion in sales the 
largest commercial printer in the U.S. 
Indeed, Donnelley's stock already has 
been dead in the water for the past 
year. Recent NYSE price: 3678. 

But maybe investors are missing 
something. In recent years Donnelley 
has increased the number and diversi- 
ty of customers, product mix and ser- 
vices offered, as well as located plants, 
in order to gain market share and sell 
capacity not required by term con- 
tracts. Meanwhile, it has invested 
heavily in new printing technology. 
And its U.S. work force is almost all 
nonunionized. 

All this explains why, recession or 
no, analyst John Campbell of Gold- 

man, Sachs &. Co. thinks earnings 
should grow 10% to 11% through 
1992. He has a buy on the stock. 

Based in Chicago, Donnelley has 
become the leading supplier of docu- 
mentation for personal computers. 
Elsewhere, it has assumed greater re- 
sponsibility for the purchase of its 
customers' paper requirements. The 
company has a leading position in vir- 
tually every sector of the book market 
and telephone directory printing in 
the eastern U.S. 

Campbell estimates Donnelley will 
earn $2.90 a share this year, up 13% 
over 1988. At 13 times anticipated 
earnings, the stock is no bargain. But 
it sometimes makes sense to pay for 
strong market leadership. There are 
79.3 million shares outstanding; the 
Donnelley family owns about 21%. 

Right numbers 
Southern New England Telecom- 

munications Corp. is the former 
Bell subsidiary that serves Connecti- 
cut. On Feb. 7 SNET and joint-venture 
partner csx Corp. announced the sale 
of Lightnet, a large fiber-optic whole- 
sale long-distance network, to Wil- 
liams Cos. for $365 million. As a re- 
sult, New Haven-based SNET will 
book a one-time capital gain of about 

$1 a share. The company will pocket 
estimated net cash proceeds of more 
than $150 million. Analyst Joel Gross 
of Donaldson, Lufkin &. Jenrette 
thinks $1.6 billion (sales) SNET will 
use the money to buy back shares and 
to reduce debt. 

As to fundamentals, demand for 
telephone service in Connecticut, the 
company's primary territory, remains 
strong, SNET'S cellular mobile radio 
franchise covers the lucrative New 
York-Boston corridor and is already 
profitable despite a strong challenge 
from independent cellular operator 
Metro Mobile CTS. A deal with NYNEX 
will give SNET access to several of 
NYNEX' cellular sites in New England 
and improve "roamer service" by 
eliminating the customer's need to 
redial when passing from one fran- 
chise to another. 

Gross has recently raised his earn- 
ings estimates for 1989 and 1990 to 
$5.65 and $5.95 a share, respectively. 
He's also looking for a higher growth 
rate and bigger dividend increases to 
come over the next few years. (The 
current yield is 5%.) All of which 
makes SNET—recent NYSE price of 
63 Vs, or 11 times estimated earn- 
ings—an attractive long-term invest- 
ment, says Gross. There are 31.2 mil- 
lion shares outstanding. 
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Flashbacks 
Edited by Dero A. Saunders 

"The more things change...." 
Items from past issues of FORBES 

;venty years ago in FORBES 
[ -om the issue of April 19, 1919) 

Golden Rule or h--l—doesn't that ap- 
:ar to be what we are headed for? It 

• oks as though there would have to 
i : understanding, consideration and 

ir treatment all around, or else a 
and smashup. We have witnessed 
jmination by the  so-called upper 

I asses. Are we in danger of domina- 
on by the so-called lower classes?" 

ixty years ago 
rom the issue of April 15, 1929) 
Unofficial reports state that Colonel 
indbergh is planning to cut the trans- 
untinental air-rail time to 36 hours 
etween New York and Los Angeles, 
he new plan, sponsored by the Penn- 
ylvania Railroad and Transcontinen- 
il Air Transport, would involve only 
ne night, from New York to Colum- 
us, on a train on the coast-to-coast 
jumey." 

In the spring of 1939 two men will 
•e sitting in a downtown restaurant. 'I 
yonder what's going to happen next 
ear,' one of them will say. 'Business 
s fine now—but the next few years 

i je going to be hard ones, and we may 
ts well face the facts.' The man across 
he table will laugh. 'That's just what 
hey said back in 1929,' he will an- 
iwer. 'Remember?' " 
—from an ad in Apr. 15, 1929 FORBES 

'After many speculative stocks had 
:umbled $25, $50 and even more a 
>hare on terrific liquidation—transac- 
:ions on Mar. 26 reached 8,246,000 
shares—banking support inspired a 

rebound, and the recovery in two days 
exceeded the losses of the previous 
two days' decline, thanks mainly to a 
drop in call money. . . ." 

Fifty years ago 
(From the issue of April 15, 1939) 

First tratisparent rainwear. At Si, the 
women s raincape sold over 3 million 

"Shaken by acute uncertainty in Eu- 
rope, confidence has made little or no 
progress here during the first quarter 
of the year. The economic curve has 
been down rather than up. And stock 
quotations ended drastically lower. 
Most commodity prices also fared 
poorly. Even so, comparisons with the 
first quarter of last year are nearly all 
favorable. And there is warrant for 
figuring on general betterment this 
quarter—provided, of course, war 
does not flare up." 

Twenty-five years ago 
(From the issue of April 15, 1964) 
"To save money ($12 per thousand 
names processed) and avoid errors (17 
million last year), the Social Security 
Administration is encouraging em- 
ployers to make quarterly reports of 
their employees' earnings on magnet- 
ic tape." 

"O.M. Scott & Sons of Marysville, 
Ohio is a corporate pygmy (total sales 
last year: $26.1 million). Neverthe- 
less, when Scott invited 35 of New 
York's leading security analysts to a 
private luncheon in Manhattan, all 35 
came—and on time, too. Then they 
held up the meal and the president's 
report for more than an hour by bom- 
barding Scott executives with ques- 
tions. Did they want to know about 
Scott's cash flow, its debt load and 
things like that? Not on your market 
letter! 'I've got bare spots,' one analyst 
complained bitterly. ..." 

The first six pages of FORBES for Apr. 15, 1929 carried three ads for trucks 

We ultimate suburban sin—crabgrass 

Ten years ago 
(From the issue of April 16, 1979) 
"FORBES asked [Treasury Secretary] 
George Shultz: Was your biggest mor- 
al crisis when John Dean produced an 
enemies list and wanted the IRS to 
harass everyone on it? 

"Shultz: I didn't feel it was any big 
crisis in my life. I felt this was some- 
thing we had no business doing so I 
just told the IRS, 'Do nothing.' " 

"The 'discount broker,' created by act 
of Congress in May 1975 when it de- 
creed an end to Wall Street's system 
of fixed commissions, is riding high 
and looking to go higher. Quick & 
Reilly Inc., first and biggest New York 
Stock Exchange member to move into 
the [new] format, started with 1,400 
customers in 1975. It now has 13 of- 
fices from Boston to Florida, a staff of 
190 and 44,000 accounts." 
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The United States is the only 
country where it takes more 
brains to figure your tax than 
to earn the money to pay it. 
EDWARD J. GURNEY 

Education, however indispensable 
in a cultivated age, produces 
nothing on the side of genius. 
When education ends, genius 
often begins. 
ISAAC DISRAELI 

Too much attention has been paid 
to making education attractive 
by smoothing the path as 
compared with inducing strenuous 
voluntary effort. 
ABBOTT LOWELL 

Do not keep away from the 
measure which has no limit, or 
from the task which has no end. 
RABBI TARPHON 

Indolence is the dry rot of even 
a good mind and a good character; 
the practical uselessness of both. 
It is the waste of what might be 
a happy and useful life. 
TRYON EDWARDS 

Much bending breaks the bow; 

much unbending the mind. 
FRANCIS BACON 

Hitch your wagon to a star. 
Let us not fag in paltry works 
which serve our pot and bag 
alone. 
RALPH WALDO EMERSON 

Every man who rises above the 
common level has received two 
educations: the first from his 
teachers; the second, more 

3 mal and important, from 
himself. 
EDWARD GIBBON 

It's a great country, but you 
can't live in it ,*or nothing. 
WILL Roct 

Thoughts 
on the Business of Life 

Genius is often a short way of 
spelling hard work. Poverty, ob- 
scurity, struggle and ambition 
formed the foundation for many 
careers of transcendent achieve- 
ment. Few marks are made in the 
world's history by eight-hour-day 
men.... Sir Joshua Reynolds had 
but one maxim for success: "Work, 
work, work." Is not rigid and 
continuous training necessary for 
the making of strong athletes? 
Hard work is not fatal to real 
success. Vouloir c'est pouvoir. 
B.C. FORBES 

Rest is valuable only so far as 
it is a contrast. Pursued as an 
end, it becomes a most pitiable 
condition. 
DAVID SWING 

The highest genius is willingness 
and ability to do hard work. Any 
other conception of genius makes 
it a doubtful, if not a dangerous, 
possession. 
ROBERT S. MACARTHUR 

Have success and there will always 
be fools to say that you have talent. 
EDOUARD PAILLERON 

Fame due to the achievements of 
the mind never perishes. 
PROPERTIUS 

More than 6.000 "Thoughts," indexed by 
author and subject, are available in a two- 
volume boxed set at $31.95 ($18.50 per vol- 
ume if purchased separately). Also avail- 
able, a one-volume edition of over 3,000 
"Thoughts." Price: $18.50. Send check and 
order to: Forbes Inc.. 60 Fifth Ave., New York, 
N.Y. 10011. Add sales tax on orders in New 
York State and other states where applicable. 

Big shots are only little shots 
who keep shooting. 
CHRISTOPHER MORLEY 

We have long had death and taxes 
as the two standards of 
inevitability. But there are those 
who believe that death is 
the preferable of the two. 
ERWIN N. GRISWOLD 

To be poor, and seem to be poor, 
is a certain way never to rise. 
OLIVER GOLDSMITH 

I have found that it is much easier 
to make a success in life than to 
make a success of one's life. 
G.W. FOLLIN 

The wise man thinks of fame 
just enough to avoid being 
despised. 
EPICURUS 

Everything that poverty touches 
becomes frightful. 
NICOLAS BOILEAU 

A Text... 
But let every man prove his 
own work, and then shall he 
have rejoicing in himself 
alone, and not in another. 
GALATIANS 6:4 

Sent in by Marcella Davidson, Madison, 
Conn. What's your favorite text? The 
Forbes Scrapbook of Thoughts on the Busi- 
ness of Life is presented to senders of 
texts used. 

Poverty is very terrible, and 
sometimes kills the very soul 
within us; but it is the north 
wind that lashes men into Vikings; 
it is the soft, luscious south 
wind which lulls them to lotus 
dreams. 
OUIDA 
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UTIFUL CAR 
TO COME OUT OF AN AMERICAN 

DESIGN STUDIO IN A DECADE. 
V-i^i^^t&fi'^i?^ *? 

^ 

CHRYSLER LEBARON $13995 
The LeBaron convertible is one of the worlds most 

beautiful cars. And at this price, its no wonder it also 
happens to be American best-selling convertible. 

But there's more to beauty than just good looks 
LeBarohs aerodynamic design quiets the wind. And, 
unlike some others, it was engineered as a true 
converge from start to finish. You can feel the 
difference in the solid quality of its ride. 

eBarohs fuel-injected 2.5-liter engine, with or 
withoy* oi- turbo, gives you the whisper- 
smoott iter-rotating twin balanced 

' charges artra 
jas appry BUCKLE UP FOR SAfETV 

shafts. And LeBaron can tame the meanest 
with its power-assist rack-and-pinion steering, f 
and-rear anti-sway bars and 4-wheel power 
brakes. 

For added security LeBaron comes with a 
air bag standard. And Chrysler Motor's 7 
70,000-mile Protection Plan" 

It's, not just one of the 
most beautiful cars at any 
price. LeBaron is beauty...    [ chrysiet | f/ ~J\ 
with a passion for driving. 

CHRYSLER. DRIVING TO BE THE BES1 
For more information on LeBaron call 1-800-4-A-CHR 
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ENJOY THE FRUIT OF YOUR LABORS. 
'■■''■■■''' 
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INTER-CONTINENTAL 
HOTELS 

7/5 where you go when yoi / 've arrived 

'G BUSINESS TRAVELLER WHO SEEKS A DISTINCTIVE HOTEL EXPERIENCE. 
WNCALL HlLL-rRtt USA 1 800-33-AGAIN (INDIVIDUALS) 1 800-3?/11,'7 (GROUPS) CANADA 1-800-3?7-0200 



If you're already pretty 
at what you do but want to be 
even better, you're probably ready 
for the Dale Carnegie Course". 

You know deep down youVe got it in you 
to excel, to reach more of your goals in a 
shorter period of time and to gain the success 
you want and deserve. But there may be 
some added qualities you need to help you 
achieve these objectives. You may need to 
speak more effectively, to get your ideas 
across to others with greater force and 
conviction. Perhaps you need to be able to 
inspire the people around you, to instill in 
them a greater sense of cooperation and 
team spirit. And you may need the skills to 
handle your responsibilities with more 
confidence and self-assurance. 

The Dale Carnegie Course® is designed to 
help men and women discover, develop and 
use more of their untapped inner resources. 
It helps them build on these innate human 
talents and capabilities and draw upon them 
every day to meet the challenges in their 
work, in their lives. That's why thousands 
of companies from the small business to the 
large corporation choose Dale Carnegie® 
Training to bring out the best in their people. 
In fact, 400 of the Fortune 500 companies 
use Carnegie Training? 

In the Dale Carnegie Course® you learn to 

communicate with clear, concise language 
that gains the attention of others and reduces 
misunderstanding. You learn how to deter- 
mine what motivates people, what makes 
them think and act as they do. And you 
become better able to interact with others 
with greater harmony and cooperation. 

Participants soon feel a positive differ- 
ence in themselves. Their self-image is 
enhanced, their self-confidence grows. They 
become more enthusiastic, more alert, more 
energetic and self-reliant. Their personalities 
become more vibrant, more interesting and 
attractive to others. And they are better 
able to control tension and stress. They 
discover a new vitality a new excitement 
as they begin to use their newly developed 
skills and abilities to reach the goals they 
set for themselves. 

Find out how the Dale Carnegie Course® 
can help you become even better at what 
you do. For more information about Dale 
Carnegie® Training, ask for your free copy 
of our quick-reading booklet that outlines 
the courses in greater detail. Call toll-free 
800 231-5800. Or write directly to the 
address below. 

"Dale Carnegie Courses'1' Bring Out the Best in People!' 

DALE CARNEGIE & ASSOCIATES, INC. 
SUITE 459 F • 6000 DALE CARNEGIE DRIVE (PVT.) • HOUSTON, TEXAS 77036 

ACCREDITED BY THE ACCREDITING COUNCIL FOR CONTINUING EDUCATION & TRAINING, INC., ACCET 



Grace under pressure is a rare trait. 

I : 



Fortunately, it can be acquired. 

The road demands. You drive. The car 

executes. It's easy. Better than that: it's fun. 

The name is 827SL. Sterling 827SL. 

Car and Driver's judgment: "Whatever 

we asked it to do, it did willingly and 

well... The Sterling's neutral cornering 

behavior and smooth, sharp steering 

response inspired immediate confidence'.' 

In other words: Grace under pressure. It's 

built into every Sterling. 

Via  an   exhilarating   160   horsepower 

24-valve 2.7 liter V-6 engine. A fully 

independent suspension, with double 

wishbones up front, well-located struts at 

the rear. ABS Anti-Lock braking. Speed 

proportional rack and pinion steering. 

Inside:  Seats faced with buttery soft 

Connolly leather. Burled walnut dash and 

door trim. And an impressive array of 

cockpit amenities that allow you to remain 

cool even when the road is hot. 

Plus over 160 Sterling dealers providing 

quality service long after the 3-year, 

36,000 mile warranty has expired. 

Call 1-800-622-0550 for your nearest 

Sterling dealer. It's the first step toward 

acquiring that rare  automotive trait: 

Grace under pressure. 

STERLING 
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173 Introduction To The Forbes 500s 
Beneath   sluggish   appearances,   tre- 
mendous dynamism. 
178 The Forbes Sales 500 
Up 7%, to $3 trillion. 
184 The Forbes Profits 500 
Up 19.9%, to $186.7 billion. 
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An accounting change helped total as- 
sets climb 10%, to $6.6 trillion. 
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42 R.H. Macy 
By Subrata N. Chakravarty 
That Macy buyout now looks smart. 

43 General Motors 
By Jerry Flint 
General Motors' new GM-10 sedans 
are loaded . . . with high hopes. 

46    Gharles Schwab Corp. 
By John Heins 
Where does the biggest of the dis- 
count brokers go from here? 

68    Up & Comers: Gold In Oldies 
By Fleming Meeks 
Rhino Records may never hear from 
Sony, but it does nicely. 

84   Amoco Corp. 
By James Cook 
Conservative Amoco is thriving. 

104 OHM Corp. 
By Ruth Simon 
Why OHM isn't a hot pollution stock. 

106 Perrier 
By Tatiana Pouschine 
Why is the stock so bubbly? 

INDUSTRIES 
92   Real Estate 
By John H. Taylor 
Flow Texas exported its glut. 

114 Defense 
By Howard Banks 
Squeeze ahead for fighter builders. 

INTERNATIONAL 
40    "The System" 
By Andrew Tanzer 
What makes Japan tick? Here's a sur- 
prising answer. 

44   "My Father-In-Law 
Is Very Demanding" 

By Pranay Gupte 
Can Morocco become an African 
equivalent of South Korea or Taiwan? 
If people like ambitious young Fouad 
Filali have their way, it could happen. 

ISSUES 
57   G. Robert Blakey Versus 

Michael Milken 
By Joe Queenan 
Meet the RICO law's true begetter. 
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INVESTING 
402 The Funds: Not Identical Twins 
By Jonathan Clements 
Are closed-end funds still outperform- 
ing their open-end counterparts? 

414 Streetwalker 
Chemed Corp.; supermarket stocks; 
Comsat; GEO International. 

ON THE DOCKET 
48   Bonds That Bind 
By Deirdre Fanning 
By what right does a Swiss court med- 
dle in the RJR Nabisco takeover? 

COMPUTERS/COMMUNICATIONS 
125 Thrill A Minute 
By Ignatius Cbitbelen 
How Silicon Systems' niche vanished. 

126 Soft Dollars 
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The Power 
Nan Farm Productivity Was Unhanged . 
ISon-rarm Continues 
In 4th Quarter; Uneven » ^       , 
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Productivity. It's become 
the watchword of American 
business. Enhanced produc- 
tivity is essential for survival 
in today's increasingly 
competitive global market. 

We should know. 
We've harnessed The Power 
of Productivity for thou- 
sands of clients over a span 
of 43 years. During that 
time we've found that one 
dimensional approaches 
such as "MRP," 'quality 
circles," or "Just-In-Time" 
aren't enough. Only a total 
approach can significantly 
improve productivity, profit- 
ability, quality, service and 
competitiveness. 

It is for that reason we 
go far beyond just matching 
sales and volume demand 
with labor needs. 
A Proudfoot installation will: 
• reduce materials and cost 
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• enhance customer 
service 

• improve quality control 
• provide a better 

working environment 
• improve facility layouts, 

material handling, and 
energy consumption 

• shrink in-process/lead 
times 

• lower rework 
• improve communication 
• improve data processing 

while reducing costs 
• improve sales perform- 

ance 
A Proudfoot team of 

professionals will focus on 
a client's most important 

resource: people. Working 
hand-in-hand with the 
client's people, we will: 
• improve worker skills 
• provide a better super- 

vised environment 
• enable both management 

and employees to be 
successful in their work 

• provide managers and 
supervisors with the 
training and tools to bet- 
ter manage the business 

This total approach 
enables clients to not only 
achieve their operational 
and financial objectives, 
but provides them with a 
critical competitive advan- 

Alexander Proudfoot* 
The Power of Productivity.^1 

Founded 1946 Executive offices 1700 Palm Beach Lakes Boulevard. West Palm Beach, FL 33401 
Operanng in the United States. Canada. Mexico Brazil, Great Bncain, France, Federal Republic o( Germany. 
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Zealand, Hong Kong. Malaysia. Thailand, Singapore. Taiwan, and soon in Japan In Flonda or Canada, call 

407-697-9600 ©1989 Alexander Proudfoot Company World Headquarters 

tage as well. As a result, job 
security for the majority of 
the client's workforce is 
assured. That's what we 
mean when we say, "The 
Power of Productivity." 

If you, as a member of 
top management, would like 
to discuss ways in which 
Proudfoot could improve 
your company's profitability, 
call or write: 

800-843-4877n 

And we'll send you our brochure 
Productivity: Myths and Reality. 
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NO more babysitting 
We have plenty of compa- 
ny these days in produc- 
ing directories of corpo- 
rate heft and profitability, 
but we think ours is by far 
the most complete, con- 
taining 39,600 pieces of 
information on 778 com- 
panies. Our four 500-big- 
gest lists are, of course, 
the fruit of a lot of balance 
sheet and income state- 
ment reading, but its real 
heroes are the four people 
pictured to the right. Be-      
fore they arrived, we were babysitting first-generation pes for 
36-hour stretches to compile the tables. Now, with 504 inter- 
linked dBase programs created by lead programmer Carsten 
Thode and his team, the system can do the computations in an 
hour and transmit the resulting 103 pages of tables from micro- 
computers into our typesetting system in less than 30 minutes. 

Welcome 
David Carter ■ 

We are happy to welcome two senior 
writers to the staff: 

Marcia Berss, 37, first joined FORBES 
13 years ago as a researcher-reporter in 
our Washington Bureau, and later 
moved to our Chicago Bureau. She left 
in 1979 to earn an M.B.A. degree at the 
University of Chicago and to work in 
corporate finance in an investment 
house. She returned to FORBES in 1983 
to run our European Bureau in London 
for three years. There followed three 
years with Dean Witter Reynolds as a 
vice president in its mergers and acqui- 

sitions group, where Berss found herself in the thick of the 
leveraged buyout business. Now she's again with FORBES—back 
home, as it were—as a senior editor, working out of our office in 
her adopted city of Chicago. 

Joe Queenan comes to FORBES from 
Barron's, where he covered everything 
from investment banker Peter G. Pe- 
terson's nationwide search for hom- 
age, to the pitfalls of investing in un- 
listed Indian securities. He has pub- 
lished satirical pieces in the New York 
Times, the Wall Street Journal, the New 
Republic, Spy, Newsweek, Rolling Stone, 
the American Spectator, the Washington 
Post and GQ. "I am," Queenan adds, 
"38 years old and married to an En- 
glish CPA who finds raising our two 
children more interesting than moni- 
toring FASB standards." 

Marcia Berss 

Joe Queenan 

&J. 9^LU-cj^ 
Editor 
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Follow-Through 

Tiny Rowland versus Mohamed Al-Fayed (cont.) 
Mar. 7, 1988 
A mysterious Egyptian-born busi- 

nessman and his brothers who 
bought House of Fraser Pic. and its 
flagship Harrods department store 
four years ago "repeatedly lied to us 
about their family background, their 
early business life and their wealth." 
So write inspectors commissioned by 
Britain's Department of Trade & In- 
dustry to investigate the purchase of 
the proud British retailer by Mo- 
hamed Al-Fayed and his brothers, Ali 
and Salah. The inspectors' 752-page 
report broadly confirmed Pranay Gup- 
te's skepticism in FORBES ("The swa- 
mi with the golden touch," Mar. 7, 
1988) about the strange doings and 
unaccounted-for wealth of Mohamed 
Al-Fayed. The report is also a fascinat- 
ing new chapter in the fight for con- 
trol of House of Fraser between Al- 
Fayed and his ruthless enemy, R.W. 
(Tiny) Rowland. 

The DTi-commissioned report has 
never been made public. But exten- 
sive, though selective, excerpts from a 
leaked copy appeared in a special mid- 
week edition of a London Sunday 
newspaper, the Observer. The Observer 
is no disinterested party: It is owned 
by Lonrho Pic, which is controlled by 
Tiny Rowland. As soon as the 16-page 
special edition hit the stands, Her Ma- 
jesty's government seized all unsold 
copies and issued an injunction 
against publication of its sensational 
contents. The government's justifica- 
tion: Publication could influence the 
continuing criminal investigation 
into the affair by Britain's Serious 
Fraud Office. Nonetheless, a few days 
after the injunction, Secretary of State 
for Trade & Industry Lord Young told 
the BBC: "The report clearly disclosed 
wrongdoing." 

In its now-banned edition, Row- 
land's paper gleefully detailed the DTI 
inspectors' report, which criticized 
Al-Fayed and questioned the sources 
of the approximately £573 million he 
paid in early 1985 for House of Fraser. 

The DTI report notes that Al-Fayed 
has claimed to be the scion of a 
wealthy Egyptian Family, one that had 
prospered over the last century in 
growing and shipping cotton. In the 
FORBES article, writer Gupte said that 
Al-Fayed's bi ained credu- 
lity, tha was a 
schoolteachc i ,ms in Al- 
exandria. The lioned in- 
vestigators con, the Al- 

Fayeds had "respectable but humble 
origins." Says the report: "The Fayeds 
dishonestly misrepresented their ori- 
gins, their wealth, their business in- 
terests and their resources to the Sec- 
retary of State, the [Office of Fair 
Trading], the Press, the [House of Fra- 
ser] Board and HOF shareholders, and 
their own advisers." 

In the FORBES article, Pranay Gupte 
asked how Mohamed Al-Fayed and 

RDR Productions 

Ttx Observer's banned copy, Mohamed 
Al-Fayed (left), R.W. (Tiny) Rowland 
Where did the money come from? 

his brothers could amass, in such a 
short time, a fortune large enough to 
purchase House of Fraser. "I have 
made billions," said Al-Fayed. Gupte 
dug deeper. Another possible answer 
was suggested by some tape record- 
ings that Rowland said were secretly 
made by Chandra Swami Maharaj, a 
bizarre Indian mystic, as he talked to 
Mohamed Al-Fayed. The tapes 
(which, FORBES reported, "sound gen- 
uine") implied that Al-Fayed financed 
his House of Fraser purchase through 
his power of attorney over funds 
owned by the Sultan of Brunei, the 
world's richest man. 

The DTI report reached a similar 
conclusion: "The evidence before us, 
however, indicates that it is likely 

that the Fayeds used their association 
with the Sultan of Brunei and the op- 
portunities afforded to them by the 
possession of wide powers of attorney 
from the Sultan of Brunei to enable 
them to acquire those funds." 

Al-Fayed, through a spokesman, 
continues to insist that funds from 
the Sultan of Brunei weren't used in 
the takeover and that Al-Fayed didn't 
in any way exaggerate his back- 
ground. The spokesman labels the re- 
port carried in the Observer as "possi- 
bly bought or stolen." 

What of Al-Fayed's claim that the 
swami's tapes—for which Rowland 
paid $2 million—are bogus? Says the 
report: "The evidence was conflicting 
and did not permit us to make any 
firm findings about the circumstances 
in which these recordings were made. 
We have listened to the tapes and 
studied transcripts. We also commis- 
sioned an expert to conduct an audi- 
tory phonetic analysis. This expert 
compared Mohamed's voice on these 
tapes with Mohamed's voice on an- 
other recording that we knew to be 
genuine. He reported to us that he had 
no doubt that the voices were the 
same. Mohamed denied that he had 
taken part in any such conversation. 
We are completely satisfied on this 
evidence that the recordings are 
genuine and we reject Mohamed's 
evidence." 

Also tarred by the report are several 
prominent present and former govern- 
ment officials, including Norman 
Tebbit, the former Conservative Party 
chairman. The report says govern- 
ment officials were overly credulous, 
neglecting to investigate Al-Fayed 
more thoroughly before granting him 
permission to take over House of Fra- 
ser. Al-Fayed's investment banker, 
the prestigious Kleinwort Benson, 
was faulted for not exercising due dili- 
gence in investigating his back- 
ground. The report also criticizes the 
British press, saying it did little to 
uncover Al-Fayed's deceptions. 

Why would Rowland provoke Brit- 
ish authorities by having his paper 
leak a report that favored him any- 
way? FORBES' best guess is he feared 
the British government might soften 
the findings to draw attention from its 
own seemingly careless handling of 
the affair. So Rowland apparently 
made a preemptive strike—an action, 
ironically, that will probably do Row- 
land no good in his fight to own 
House of Fraser.—Edward F. Cone 
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Forbes Informer 
Edited by Gretchen Morgenson 

Big Eight boo boo 
Trouble's brewing in Big Eight land. A 
slipup in KPMG Peat Marwick's Wash- 
ington office could cost the firm $20 
million in annual billings. 

What's it all about? One of the old- 
est and fiercest business feuds alive— 
between stock and mutual life insur- 
ance companies. Stock firms—like 
Aetna and Travelers—are owned by 
their shareholders. Mutuals—such as 
Prudential and Equitable—are owned 
by their policyholders. For years, 
stock firms charged that the mutuals 
had an unfair advantage because, in 
effect, they pay dividends to policy- 
holders out of pretax earnings, where- 
as the stock firms must pay dividends 
to shareholders out of aftertax money. 

In 1984 Congress seemed to side 
with the stock firms, raising taxes on 

HlusiranonN by Keuh Bcndii 

the mutuals; they're still howling. 
Peat's part in this melee was played 

by the Policy Economics Group (PEG), 
an eminent group of former govern- 
ment economists and revenue estima- 
tors Peat acquired in 1987. In March 
two PEG officials wrote a report that 
lobbied for repeal of the mutual firms' 
extra taxes. This, in spite of the fact that 
most of Peat's life insurance clients are 
stock firms like Aetna and Torchmark. 
Miffed, some of Peat's insurance-firm 
clients reportedly threatened to take 
their business elsewhere. Peat's regu- 
lar partners learned of the conflict only 
when it was made public by Treasury. 
Caught in the middle, Peat wobbles: 
"(PEC. will be debated vig- 

on opposite sides of 
the issues '--I aura Saunders 

Florida gnM mine 
Cattle v 
growing 
sexy growth ^ 
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concern, have terrific long-term 
growth prospects. Why? Those 
176,000 acres in southwest Florida 
carried on the company's books at 
cost, from as far back as the Thirties. 

On the books, the company carries 
6,000 citrus-producing acres at $3,400 
per; the remaining 170,000 acres are 
valued at an astonishing $75 each. 
Keep in mind this acreage sits in Flori- 
da's fastest-growing counties: Collier, 
Lee, Hendry and Polk. 

What's the land really worth? Here 
is a conservative valuation calculated 
by money manager Burton Johnson of 
Sandy Spring, Md: If sold, Alico's cit- 
rus acreage would fetch some $15,000 
per acre, or $90 million; another 
10,000 acres of prime property on In- 
terstate 75, an area under intense de- 
velopment, is worth about $330 mil- 
lion; and the remaining 160,000 acres 
currently in agricultural use should 
be priced up to around $156 million. 
Add it all up and you get some $80 a 
share. The stock trades around $31. 

Alico is family run: Chairman Ben 
Hill Griffin Jr., 78, a Forbes Four Hun- 
dred member, has just turned over 
some operations to son Ben Hill Grif- 
fin HI. Through a related company the 
Griffins own 50% of Alico's outstand- 
ing shares, which trade somewhat 
thinly over-the-counter; the company 
holds no debt. Will management 
change the company's focus from ag- 
riculture to land development? May- 
be not immediately, but management 
is looking into developing the valu- 
able 1-75 property now. 

Munis and movies 
What's an obscure New York bond 
firm doing in the movie business? J.C. 
McLaughlin is chief executive of 
McLaughlin, Piven, Vogel Inc., a five- 
office, 240-broker outfit that special- 
izes in fixed income for high-net- 
worth investors. He is also a spare- 
time movie financier. 

The firm's principals oversee fi- 
nancing of low-budget, highbrow 
flicks that pay off almost immediate- 
ly and then kick off 20% a year. 
McLaughlin's movies include The 
Luckiest Man in tte World, Once in Paris 
and The Gig, biggest-name actors are 
Wayne Rogers and Cleavon Little— 
but each movie has cost about 
$500,000 to make. Even if the movies 
never make big box office, investors 
get paid in the first wave of ancillary 
rights: sales to cassette makers, air- 

lines, military bases and foreign oper- 
ators. Tempted? Sorry. Participation 
in the firm's movies has been limited 
to McLaughlin principals. 

The news from Dallas 
The Dallas Morning News prides itself 
on its business coverage. But here's 
one story the A.H. Belo Corp. flagship 
hasn't covered: last year's collapse of 
its own credit union. 

In early November federal regula- 
tors declared the $7.4 million (assets) 
Dallas News Employees Federal Cred- 
it Union insolvent and paid a Sears 
credit union $300,000 in government 
money to take it over. According to 
just obtained financial statements, 
the fortunes of the News credit union, 
which once boasted nearly 4,600 
members, mirrored the boom-to-bust 
Dallas economy. The independent 
employee-run unit last posted a profit 
in 1983. Why? Loose lending prac- 
tices, described by one former official 
as "good old boy loans." At the typical 
credit union, auto and home improve- 
ment loans—both secured by collater- 
al—account for maybe 70% of the 
loan portfolio. But here, two-thirds of 
the lending was unsecured—personal 
signature loans, credit card advances 
and the like. 

Layoffs at the Morning News didn't 
help employee repayment ability. Be- 
cause of massive bad loan writeoffs, 
the unit's crucial equity-to-assets ra- 
tio slid from a robust 13.3% in 1982 to 
a pathetic 1% by 1987. The result: an 
outright credit union insolvency, a 
rarity in Texas. 
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Why no story in the Morning News, 
which just won another Pulitzer and 
calls itself "Texas' leading newspa- 
per"? Morning News executives say it 
wasn't newsworthy; they don't con- 
sider the document merging the cred- 
it union—which uses the word "in- 
solvent"—to be an official finding of 
such. The regulators, however, do so 
consider it.—William P. Barrett 

Nipper gets nipped 

When Bertelsmann A.G. bought 
RCA/Ariola Records in 1986 for $330 
million, the West Germans got a good 
deal more than U.S. rights to the Nip- 
per symbol. They got one of the U.S.' 
largest record companies, proven 
management in Arista Records' chief 
Clive Davis, plus certain distribution 
rights for Chrysalis Records, Island 
Records and Herb Alpert's Holly- 
wood-based A&M Records. Last year 
the Bertelsmann Music Group subsid- 
iary made $65 million, thanks in part 
to the surprise success of two Dirty 
Dancing sound tracks that sold over 
21 million copies. 

But now industry sources are won- 
dering if BMG has staying power in the 
highly competitive U.S. record busi- 
ness. It may be close to losing a num- 
ber of valuable distribution rights. It 
will have lost foreign distribution 
rights to the Chrysalis label by the 
end of 1990, after being outbid by 
Thorn EMI for a 50% interest in 
Chrysalis; Island Records, one of the 
hottest independent labels, may be 
close to inking a deal with Warner 
Brothers Records; and BMG'S domestic 
distribution contract with A&M Re- 
cords expires in about a year. "If they 
lose A&M Records, they won't have 
enough product to be an effective 
American distributor," warns record 
wiz David Geffen. 

BMG President Michael Dornemann 
says his company will survive: "We 
will develop our own product, keep 
overhead small, invest in new coun- 
tries and, if there are labels coming up 
for sale, we will always bid reason- 
ably." But all that is on the come, 
while the potential losses are for 
real.—Peter Newcomb 
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We hope you'll find time to visit our distillery someday. We're right here in Lynchburg, Tennessee 

YOU CAN TELL a lot about Jack Daniel's 
Whiskey from the sign on our front gate. 

Visitors to the Hollow always comment on this 
sign and especially our quiet, unhurried way of 
life. You see, we make an old time whiskey here, 
slowly charcoal mellowed to sippin 
smoothness. And we age it slowly too, 
over long years and changing seasons. 
Yes, there are faster ways to make 
whiskey Many distillers employ them. 
But once you compare Jack Daniel's, 
you'll understand our reluctance to 
pick up the pace. 

SMOOTH   SIPPIN ' 
TENNESSEE   WHISKEY 

Tennessee Whiskey • 40-43% alcohol by volume (80-86 proof) • Distilled and Bottled by 
Jack Daniel Distillery, Lem Motlow, Proprietor. Route 1, Lynchburg (Pop 361), Tennessee 37352 
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A Different View. How you look at the world often depends on v\ 

you stand. As a global bank whose vantage po 

TV 
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western U S., Bank of America offers a fresh 

)ective on world markets. A distinct outlook 

that points the way to new solutions. And a view of 

your needs that extends beyond today's transaction. 

01 
Bank of America 



A seal the deal place, 
a warm and real place, 

Campion Place. 

CAMPTON 
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HOTEL 

San Francisco, at Union Square 
(415) 781-5555 
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Readers Say 

President's aid 
SIR: Thanks for your tribute to jelly 
beans (Fact & Comment, Mar. 20). What 
is little known is that I used them to 
help me stop pipe smoking. 
—Ronald Reagan 
Los Angeles, Calif. 

Baby bust 
SIR: Re Fact and Comment II (Mar. 20). 
The U.S. won World War II with 100 
million people fewer than we have 
now, and we can continue to prosper 
with a declining population. 
—RobertE. Broun 
Holt wood, Pa. 

SIR: We need better people, not more. 
—Paul 11 Kaser 
Portland, Ore. 

SIR: We should put our energy into 
building a dynamic economy, fueled 
by the needs of a stable population. 
—CarolF Markowitz 
Steamboat Springs, Colo 

SIR: While we may have less dirty air 
than a generation ago, we have done 
so by increasing the generation of tox- 
ic sludge, the by-product of cleansing 
industrial emissions. 
—Paul vv Reich 
Braintree, Mass 

SIR: Let's also leave some room for the 
trees and bears. 
—Paul I   Cani/> 
Greensboro, N.C. 

SIR: I wonder if the argument for an 
ever-increasing population is related 
to a desire for an ever-increasing num- 
ber of potential magazine purchasers. 
—.VV. Scbider 
Newark, Dela 

SIR:   YOU  should  read  more  Rachel 
Carson and less Ben Wattenberg. 
—M Worth Acker 
Fort Washington, Pa 

Truckin 
SIR: Re Streetwalker (Apr. 17). The 
statement that we intend "to elimi- 
nate the rental of trucks for one-way 
hauls" is absolutely incorrect. We are 
the market leader in consumer truck 
rental, and we certainly intend to re- 

main in that business. Your reporter 
confused our truck rental business 
with our full-truckload common car- 
rier, which is for sale. The full-truck- 
load common carrier is a fraction of 
the size of our truck rental business. 

The column also says that our fleet 
of leased aircraft "has declined to 33 
older planes." We reduced the size of 
the fleet during the second half of 
1988; however, the aircraft we sold 
were among the oldest. For the rec- 
ord, we have purchased four addition- 
al aircraft since Jan. 1, bringing our 
fleet to 37 and decreasing further its 
average age. 
—Anthony Burns 
Chairman, 
Ryder System, Inc. 
Miami, Fla. 

FORBES regrets the errors.—Ed. 

No frills 
SIR: Re "Women who make it in busi- 
ness" (Mar. 6). I was left with the same 
feeling I would have if I had just 
closed a big business deal and one of 
the male participants leaned over and 
said, "You look particularly pretty to- 
day." Let's see more on the informa- 
tive business side and not the emo- 
tional stuff. 
—Becky Ilo/lingswortb 
President. 
Flash Courier Sen ice Inc. 
Atlanta. Ga. 

Less is more 
SIR: I thought that you had entered 
your dotage when you wrote, "We 
have no problem that less deficit 
spending wouldn't lessen" (Fact and 
Comment, Apr. .->'/ How will less spend- 
ing lessen homelessness, children 
succumbing to drugs, drug killings, or 
school dropouts? 
—Philip B. Ostrow 
White Plains. A ) 

Ever hear of redirected spending or 
"menu enhancement"'''—MSF 

Change of address 
SIR: Re "The price of 'cheap eye- 
balls' " (Mar. 20). You stated that 
sponsors of the Morton Downey Jr. 
Show include "American Brands' Jer- 
gens  Lotion." The  Andrew Jergens 
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Co. was sold by American Brands in 
May 1988. 
—Robert J. Rukeyser 
Vice President-Operations, 
American Brands, Inc 
Old Greenwich, Conn 

Misunderstanding 
SIR: Unfortunately, Joseph P. Kerwin 
got it wrong in his letter (Readers Say. 
Apr. 17). What my article actually re- 
ported was that the Russians, the ones 
with the experience, believe that man 
cannot tolerate more than 12 months 
or so in zero gravity—not 6 months, 
as he alleges. 
—Howard Banks 
FORBES 
Washington, DC. 

Private currency 
SIR: Re "An end to monetary instabili- 
ty?" (FORBES, Apr. 3). Privatizing mon- 
ey is fine, but making it convertible to 
a basket of commodities is as appeal- 
ing as the nonconvertible greenback. 
I'd carry private currency backed by 
gold and watch the reserve fraction, if 
any, as closely as the activities of 
management. 
—Helen S. Hughes 
Greenwich, Conn. 

Home runaround 
SIR: Re "Bankrupt landlords in won- 
derland" (Mar. 20) Many thanks to 
FORBES. It has been our contention for 
the past ten years that what is hap- 
pening to the property owners in San- 
ta Monica is unconstitutional, but no 
one seems to care. At least we've re- 
ceived national coverage of our plight. 
—Mr. and Mrs. J. Jurenka 
Santa Monica, Calif. 

SIR: I'm no fan of Los Angeles, but 
let's be honest, Santa Monica is the 
one bright spot. 
—Bartlett Nay lor 
Arlington. Va. 

New term 
SIR: Re your Fact and Comment on 
Greek Prime Minister Papandreou's 
female companion (Feb. 20). As a for- 
mer flight attendant I must bring to 
your attention that the term "stew- 
ardess" is outmoded and passe. 
—Katharine Peterson 
Northfield, Minn. 
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"Am I a chauvinist - 
or merely very 
particular? I admit I 
believe their most 
important role is to 
make men feel 
comfortable. They 
must be great looking 
always . . . naturally 
elegant, but sturdy. 
And, no, they mustn't 
allow themselves to 
become wrinkled. 
There it is: call me 
old-fashioned, but in 
my opinion, only an 
Italian suit will do. 
The Davide Cenci fine 
wool-mohair is a 
classic example. 
Completely 
hand-finished, for 
graceful lines and 
ease of movement. 
Extraordinarily light 

and breathable, but 
most resilient. Rich, 
vibrant color-here 
in subtle windowpane 
plaid of gray/black/ 
light blue/gold. Or, 
maybe you're keen on 
solids, pinstripes, 
or glen plaids. When 
the right one comes 
along, you'll know 
it. Permit me to 
introduce you." 
Davide Cenci 

New York 
801 Madison Ave. 
at 68th Street 
New York 10021 
212/628/5910 

Rome 
Via Campo Marzio 4-7 
00186 Roma 
06/678/4537 
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CELLINI: 
WHERE TIME IS ART 
The new Rolex Benvenuto Cellini Collection of dress watches was 
inspired by Renaissance sculptor and goldsmith, Benvenuto 
Cellini. Handcrafted by the master watchmakers of Rolex, the soft 
silhouette of the case highlights the warm glow of 18 kt. gold. 
Three elegant bracelet styles, all handmade, accent the pure, 
simple lines of the thin case. Two bracelets "Damier"on the left 
and "Milanese" on the right are wrought from 18 kt. gold. The 
center watch features a deluxe leather strap. Protecting each 
Rolex movement is a scratch-resistant synthetic sapphire crystal. 
In three sizes and a choice of dials, the new Rolex Cellini 
Collection revives the art of the Renaissance. 
Only at your Official Rolex Jeweler. 
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'With all thy getting get understanding' 

Fact and Comment 
By Malcolm S. Forbes, Editor-in-Chief 

THE ASTOUNDING SOVIET ELECTIONS SHOW GORBT'S GOT A FUTURE 
Talk about democratic elections—we could take a leaf 

from the recent Soviet one. Even Communist Party big 
shots who were unopposed were defeated when far more 
people scratched their names out than ticked 'em. 

Maybe that's a wrinkle we ought to adapt to our bal- 
lots—a box for "none of the above" when there's only one 
name to choose from? 

Seriously, the outcome of this election astonished the 
world, but astonished the Russians even more. Who'd 
have guessed that unopposed, old-name, old-guard, long- 

ensconced party bigwigs would bite the ballot box by the 

dozens! 
They were thumpingly thumbed down because they were 

seen as blockers to the changes that must come if the shop 
and pantry shelves of the U.S.S.R. are to cease being bare. 

The awesome rejection of the bureaucratic autocrats 
hostile to Gorby-led change is deeply reassuring. The 
Soviet leader may well last considerably longer than the 

fearful forecasts. 
Hang in there, Gorby. 

IT WASN'T SO LONG AGO 
that Exxon was among the topmost names not only in the 
oil industry but among U.S. companies and the great 

international giants. 
Since the long, extended drop in oil prices, Exxon seems 

deliberately to have dropped from sight, to have adopted a 

low-to-no public profile. The wonderful aura, built over 
many years, of a caring, responsible, great and warm hu- 
man enterprise was allowed to dissipate. Now Exxon's 
back smack in the public eye —with a vengeance. 

But how this disaster occurred defies credulity—a twice- 

convicted-of-drunken-driving captain sacked out below 
while the supertanker runs onto clearly charted Alaskan 
rocks. Was—is—no one running Exxon Shipping Co.? Was 

no one responsible for checking out, checking up on those 
entrusted with the mammoth responsibility for its mam- 
moth tankers? 

Pilots of passenger planes undergo regular, extensive, 
all-embracing checkups. Captains of ships that carry possi- 

ble ecological disasters of nightmare proportions don't? 
Was—is—there nobody on the bridge at Exxon? 

SATS IT ALL THIS CARTOON 
I don't think most Americans panic in re- 

sponse to every Official Scare as those in author- 
ity did to the two cyanide-spotted grapes. We've 
had countless other overkill reactions generated 
by a relative handful of zealous messiahs 
screaming out to save us from every remotely 

possible endangerment. 
The cost to the livelihood and lives of 

millions is sometimes—ofttimes—beyond, 

measure. 
Have we no Strong Ones with common sense 

at the various helms involved? 

IF LEE ARTHUR LAWRENCE'S KILLERS GET AWAT WITH IT 
then the well-meant antidrug rhetoric from the White "MIAMI, MARCH 23—Lee Arthur Lawrence spent much 
House and on Capitol Hill, totally sincere as it is, will of the last five years being a model of the concerned citizen 
seem empty, meaningless, words gone with the wind. in the war on drugs: chasing pushers out of his grocery 
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store's parking lot, working with the police to sweep drug 
dealers from the streets, visiting schools to preach against 

narcotics and alcohol abuse. 
"Three times in the last two years at- 

tempts were made on his life, but he refused 
to back down. On Monday night, after being 
warned that dealers were going to kill him 

and after pleading in vain with the police for 
protection, he was shot to death in a hail of 
up to 30 bullets in the doorway of his store. 

"To many of his neighbors, the 51-year-old 
Mr. Lawrence had become so important a figure in the 
drug fight that they had thought him untouchable. 'If 

they'll kill him, they'll kill anyone,' said Dennis C. Moss, 
the director of a crime prevention program in the Dade 

County town of West Perrine, where Mr. 
Lawrence lived and ran his store. 

"Mr. Lawrence's family and neighbors are 
certain that the brazen murder was arranged 

by drug dealers, not only in revenge against 
one man but also as a warning to the whole 
community that this is what happens to 
those who take on pushers. . .." 

—by Jeffrey Schmalz, New York Times 
Surely Washington will pick up this gauntlet if Florida 

flubs the dub. 

SEND US SOME BAD ADS! 
Here are three unpassbyable ads that I've been saving to use in contrast to three 
awful ones. But for a while now we've come across no really bad ads. Help us out. 

Oft 

/;U 
/ 

OUR GRANDCHILDREN LOVE PUZZLERS LIKE THIS 
which appeared in the New York Post's Cindy Adams col- 
umn credited to fudge Theodore Roosevelt Kupferman: 
"Name five American Presidents not buried in the U.S." 
I'll bet you can't. For the answer, see bottom of the page. 

ONE WOULD THINK BEING PART OF WHERE YOU'RE AT 
would be elementary in any company's operating manual. 
Participating in what's happening in the communities 
where your company has an important presence pays 
dividends from every point of view—including and espe- 
cially on the bottom line. 

It's equally important that good community-citizen 
companies don't hide their enlightenment under a bush- 
el basket. Their employees, their stockholders, their 
neighbors and their customers like to like those who 
impact their lives. But they need to be informed, to be 
kept posted. 

Recently, various New Jerseyans received from AT&T a 
brochure illustrating its involvement in the state: "Home 
to over 52,000 AT&T people . . . working at more than 200 
facilities in 20 of 21 New Jersey counties. 

"They live in more than 500 New Jersey communities, 
and each year contribute over $5.4 billion to the economy 
of the state. 

"New Jersey is also home to close to 15,000 AT&T 
retirees and over 230,000 shareholders. Each year AT&T 

purchases goods and services from 15,000 New Jersey 
businesses. And we own or lease more than 200 facilities 
throughout the state. 

"In salaries ($2.53 billion), purchases ($2.43 billion), 
rents ($210 million), taxes ($142 million), dividend pay- 
ments ($83 million) and philanthropy ($5 million), AT&T'S 

direct economic impact in New Jersey adds up to more 
than $5.4 billion annually." 

It isn't just the size that counts, it's making a communi- 
ty positively happy your company's in it. 
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TOASTING A NIFTY LADY ON HER 90th BIRTHDAY 
The lovely, ever-gracious widow of Douglas MacAr- Those honoring Jean at a dinner dance at the FORBES 

thur naturally would be regarded with respect. The Galleries ran the gamut from fashion's Bill Blass and 
towering general was of star rank for 46 years,  and,    Geoffrey Beene to GE'S Jack Welch and Merrill Lynch's 
following the Allies' victory in 

the Pacific, he emperored post- 
war Japan for 6 years. 

But in the quarter-century since 
his death, Jean MacArthur has won 
on her own her own high niche in 
the hearts of her countrymen. 
With fabulous zest and contagious 
twinkle, Jean has lent her endear- 
ing clout to countless good causes. 
Aboard the FORBES Highlander, she 
bewitched the lockkeepers of the 

Panama Canal, the turtles of the 
Galapagos and the tycoons of U.S. 

business. She's been on the floor 
playing "Go Fish" with our grandchildren and has bestowed 
certificates on the world's foremost aeronauts at our annual 

international balloon meets in France. 

At the FORBES Gallery dinner honoring 
Mrs. MacArthur, Frank Sinatra applauds as 
MSF presents her with the Glen Davis portrait 
that will hang in The MacArthur Memorial. 

Bill Schreyer; from Ann Landers 
(Eppie Lederer) and Frank Sinatra 
to Ambassador Lucky Roosevelt, 
Pat and John Kluge, and the Sam 
Kusumotos of Minolta; from so- 
ciety's chroniclers Suzy (Aileen 
Mehle), Liz Smith and Billy Nor- 
wich to chronicled man-about- 
the-world Jerry Zipkin and inter- 

national financeman Alexander 
Papamarkou; from Happy Rocke- 
feller to Architectural Digest genius 
editor Paige Rense and the 

world's Barbara Walters. 
When Jean permanently joins 

General of the Army Douglas MacArthur at that great 
memorial to him in Norfolk, Va., she will be on his right 
and there also in her own right. 

OSCAR NIGHT WAS EVERYTHING IT'S ALWAYS BEEN 
Far too long. Incredibly boring. Too often embarrassing. Too often too, too tacky 
(how about that Snow White bit, for openers?). And to think this is the first time 
Oscar  night  was  televised  in  Russia.  Talk  about  endangering glasnost! 

THOSE NEVER WITHOUT AN ANSWER 
are not worth questioning. 

KNOWING IT ALL IS IMPOSSIBLE 
People who do, are. 
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• The Rise and Fall of the Great Pow- 
ers—by Paul Kennedy (Random 
House, $24.95). An absorbing, though 

scholarly, history of how economic 
waning eventually collapsed waxing 
empires dominating different eras 
during the last 500 years. Now it's our 
turn, but, asks the author, can we 

mitigate our slide by grasping some nettlesome realities? 
Excerpt: If the U.S. continues to devote 7% or more of its 
GNP to defense spending while its major economic rivals, 
especially Japan, allocate a far smaller proportion, then 
ipso facto the latter have potentially more funds "free" for. 
civilian investment; if the U.S. continues to invest a 
massive amount ofits Re)D activities into military-related 
production while the Japanese and West Germans concen- 
trate upon commercial Re?D; and if the Pentagon's spend- 
ing drains off the majority of the country's scientists and 
engineers from the design and production of goods for the 
world market while similar personnel in other countries 
are primarily engaged in bringing out better products for 
the civilian consumer, then it seems inevitable that the 
American share of world manufacturing will steadily 

decline, and also likely that its economic growth rates will 
be slower than in those countries dedicated to the market- 
place and less eager to channel resources into defense. 

• The Art  of the  Trout 
Fly—by Judith Dunham 

(Chronicle Books, $29.95). 
The ultimate for one really 
into the sport of fly fishing 
is the fly that traps trout. 
Here, stunningly illustrat- 
ed, is the work and think- 
ing of our 43 best flytyers. 

This colorful volume will hook any fisherman. 
Excerpt: The collectors' market is an indication of just 
how far flytying and the appreciation of the craft have 
come. Collector plates of flies tied by famous tyers both 
living and dead are bringing prices into the thousands of 
dollars at auctions and galleries across the country. Re- 
quests for framed examples of our work have substantial- 
ly cut into our regular flytying production, and we are 
teaching our grown daughter and son to help with aspects 
of our business. —Rene Harrop 
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.«..!£       W BMW5-SERIES.THE MOST thc    i     " d  j the ^rth(, 
INNCfl ; PERFORMANCE SEDAN SINCE ■   • ■  - > ■ 
Nearly thre IW created the very first 
automobile that combined true sports car performance 
with four-do ticahty 

Senous dn- 'ers no longer had to choose between 
01988 BMW of North Am nc.TheBMWtr. egistered 

Now, to the delight of the former and the contin 
ued frustration of the latter, BMW introduces a 5-Seri 
that, in the words of AutoWeek Magazine, "effectively 
recalibrates the performance sedan benchmark." 



VACHERIE, ST. JAMES PARISH. 

The new 535i you see here abundantly fulfills the 
I mise of its athletic shape. Its 208-hp 6-cylinder spnnts 
I n 0 to 60 in just over 7 seconds, while its sleek, stable 
[ly and patented fully-independent suspension let you 
■ice through comers with ease. 

It is roomier inside and provides "almost perfect 
| se insulation"jplus "ride comfort that sets a new stan- 
d: d in this class" (Automobile Magazine). 

And its host of inventive safety features includes 
superior anti-lock brakes and unitized steel construc- 
tion designed to absorb 35% more impact energy than 
U.S. crashworthiness standards require. 

The new 5-Series is impressive on paper. Butas a 
test drive at your authorized BMW dealer will 
prove, it is exhilaratingly so on pavement. 

THE ULTIMATE DRIVING MACHINE. 



Other Comments 
Often comments by others stimulate, irritate, 

abuse or amuse this editors mind.-MSF 

Willie VIII 
Just recently 6-year-old Prince Wil- 

liam, Charles and Di's oldest, made 
his first romantic move. He proposed 
to little Eleanor Newton, age 5. The 
exact phrasing: "If you don't marry 
me, I'll put you in my jail." 

And if she does marry him, it will 
only feel like jail. 

—Fame 

Trust Yourself 
Stop listening to professionals, says 

Peter Lynch. Small investors, he in- 
sists, can do better in the Wall Street 
jungle than they think. As an example 
of his investment approach, Mr. 
Lynch recalls in his book, One Up on 
Wall Street, that his wife once came 
home raving about a new hosiery 
product, L'Eggs, which was being sold 
in supermarkets. Realizing that wom- 
en spend far more time in supermar- 
kets than they do in hosiery stores, he 
bought shares of Hanes, the maker of 
L'Eggs, for his fund, and it was a big 
winner. The company eventually was 
acquired by the Sara Lee Corporation. 
Another market success was Dunkin' 
Donuts after Mr. Lynch noticed that 
many people seemed to like its coffee. 

—Lawrence J. DeMaria, 
New York Times 

More than Our Share? 
It may be argued that the geo- 

graphical extent, population and nat- 

ural resources of the United States 
suggest that it ought to possess per- 
haps 16% or 18% of the world's 
wealth and power, but because of 
historical and technical circum- 
stances favorable to it, that share 
rose to 40% or more by 1945; and 
what we are witnessing at the mo- 
ment is the early decades of the 
ebbing away from that extraordinari- 
ly high figure to a more "natural" 
share. The decline is being masked 
by the country's enormous military 
capabilities at present, and also by 
its success in "internationalizing" 
American capitalism and culture. 

—The Rise and Fall of the 
Great Powers, by Paul Kennedy 

The Beauty of It 
The cigar appeals to all the senses. 

The first rule in smoking etiquette is 
to allow time for a cigar. When you 
learn to appreciate its full beauty you 
will expect the smoking experience to 
be profound. The occasion should be 
savoured in contemplative leisure. 

—World Magazine 

True Grit 
Have Americans become sissies? 

I've been warned that eating virtually 
any product made from corn will 
probably give me liver cancer, that red 
apples are almost certainly poisonous 
and now I'm told that ingesting just 
about   anything   that   comes   from 

out as bagel king and just kept going.  ..'" 

Chile might well strike me dead. 
This Chilean business is the most 

bizarre of all. Grocery stores swept 
tons of gorgeous fruit from their 
shelves while whole shiploads of rasp- 
berries and melons rotted in Ameri- 
can harbors. Why? Because somebody 
found in two grapes traces of cyanide 
that might give a small child a stom- 
ach ache. Please, as they say, give me 
a break. What is all this hysteria? 

Though we still honor the image of 
the brave frontiersman who rode off 
into the wilderness to confront danger, 
we do so in front of the TV, behind the 
security of double-locked doors and 
barred windows. It's enough to make 
one yearn for a double cheeseburger 
with french fries and a few Chilean 
grapes for dessert. That would be a real 
act of defiance. 

—Ronald Steel, New York Times 

It's odd that the mind 
plays tricks. Would that 
the body could as well. 

—Dudley Moore, gazing wistfully at 
actress Bo Derek during the 
Academy Awards ceremony 

Speak Up 
In general, business people are re- 

luctant to speak their minds in mat- 
ters that are near to them and of 
which they have some special knowl- 
edge. This is a tragedy for the country, 
since it deprives us of much accumu- 
lated wisdom and some special in- 
sights into many of our contemporary 
problems. Or, to put it another way, I 
am concerned that business people, 
and particularly some who run the 
largest corporations, are not given the 
opportunity to express their opinions, 
indeed, they are not expected to voice 
their thoughts on such socially signif- 
icant matters as abortion and AIDS. 
Writers are perfectly acceptable com- 
mentators, as are newspaper editors, 
theater actors, movie stars and even 
takeover artists. 
—The ITT Wars, by Rand V. Araskog 

Carrier Cabs 
Nostalgic Time reporters remember 

the days when a Life photographer 
reportedly expensed several weeks' 
worth of cab rides only to be reminded 
that during the same period he was on 
assignment aboard an aircraft carrier. 
Called on it, the photog is said to have 
sent back a terse explanatory note: 
"Big carrier." 

—Richard Johnson, New York Post 
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HE BEST WAY TO GET CAR RENTAL 
INSURANCE WITH PERSONAL 
COVERAGE AT NO EXTRA CHARGE... 

When you rent a car with the Gold Card® 
from American Express, the car and its 
contents are covered for loss and damage. 
And you and your passengers are covered 
for personal injury Automatically. At no 
extra charge. 
To take advantage of the coverage, decline 
the standard collision/loss damage waiver, 
personal effects, and personal accident 
insurance options offered by the car 
rental company. And save up to $15 a day. 
Note: This coverage reimburses you for 
losses not covered by your other sources 
of insurance. 
The Gold Card. There's no better way to 
insure your automobile rental. And it's 
also the best way to pay less for it. 
To acquire the Gold Card, pick up an 
application today or call 
1-800-THE-GOLD. 

S WITH THIS. 

■RELATE 
■■■©via > 1989 American Express 

Travel Related Services Company. Inc 

THE GOLD CARD 
Underwritten by National Union Fire Insurance Company 
of Pittsburgh. PA. Coverage is subject to the terms, condi- 
tions, and exclusions of the policy. 
This is excess coverage that reimburses for eligible losses 
not covered by other sources of insurance or reimbursement. 
Accidental Death and Dismemberment coverage provides 
coverage regardless of your other insurance. Certain 
expensive, exotic, and antique cars are not covered. 
Services available to U.S. Gold Card members. 



AtAfburSeasonsHotdlk 
DuifiieRoomNever Closes 

ItSimplyRelocates. 
We observe a rather unique 

dining policy at Four Seasons 
Hotels: the proper time for serving 
a first-class meal is whenever your 
appetite desires it. 

And if by chance the serving 
hours of our restaurants don't 
coincide with your schedule, we'll 
bring the restaurants to you. 

The same master chefe who 
conceive the delicacies served in 

our Four Seasons dining rooms 
also prepare their exquisite crea- 
tions for your private pleasure. 

You receive our restaurants' 
impeccable table service in your 
guest room, as well. 

And this obsessiveness with 
your personal comfort extends 
throughout our entire opera- 
tion. Ifatany time, for example, 
you should require a car, a typist, 

fresh linens or fresh ice, you will 
note that the Four Seasons staff 
stands ready at all times. 

So, when next you travel, 
come stay with us. You'll discove 
a refreshing difference. At a Four 
Seasons Hotel, attentiveness nevd 
goes off duty 

FburSeasons Hotel:; 
and Resorts 

UNITED STATES: I 
Ntupi/rt Beach California, Pi 

Park). Vancoma I SI 11 / 
Santa Barbara 

Tbt Ritz-Carlton), Cbhagofapeu 1989), Houston (Center), Houston {Inn on the Park), Lus Angeles, Neu York I'T/H Pierre)] 
Seattle, Washington D.C. CANADA: Montreal(LeQuatreSaisons), Ottawa. Toronto (Yorkville), Toronto I Inn on tm 

n: hm on the Park ) JAPAS:Tokyo{ opens 1W1I. RESORTS: Dallas (IMS Colinas). Maui i Wai/ea. opens 1989), 
\ orthern Ontario). For reservations in the I '.S. call (800) 332-3442; in Canada call (800) 268-6282. 



Fact and Comment II 
By M.S. Forbes Jr., Deputy Editor-in-Chief 

HOW SHOULD THE 
to the winds of change blowing through the Soviet Union 
and Eastern Europe? 

Despite heady news of Soviet and Polish elections, the 
road to capitalism and to political pluralism will be rough. 
As Zbigniew Brzezinski asks in his perceptive new book on 
communism, The Grand Failure, "How will the process of 

dismantling existing communist institutions occur? [And] 
will it lead to systems more akin to Western democracies or 

to nationalist dictatorships? No 
communist regime has yet tra- 
versed peacefully across that invisi- 
ble divide" between totalitarian- 
ism and genuine democracy. 

Hungary and Poland are the most 
likely candidates to cross that di- 
vide. But Soviet acquiescence is still 
problematical,  especially for Po- 
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land, situated as it is between East Germany and Moscow. 
Brzezinski's book gives one an appreciation of the obsta- 

cles within the Soviet Union itself, particularly the non- 

Russian nationalities, many of whom have no wish to 
remain part of the empire. Nationalism placed unbearable 
strains on the old polyglot Austro-Hunganan Empire be- 
fore 1914. The Soviet Union is facing similar pressures. 
Economic salvation won't come without greater political 
freedom, but more freedom can mean more nationalistic 

ferment. Then there is the legacy of over 70 years of brutal 
suppression of civil institutions and groups independent of 

the regime; the deadweight of the bureaucracy; and deeply 
embedded centralist traditions. "All these conspire to un- 
dercut social receptivity to the effective devolution of 

political and managerial responsibilities." 
Judy Shelton's ground-breaking masterpiece, Tlje Com- 

ing Soviet Crash, spells out in detail the magnitude of the 
financial disaster of the Soviet system today. Latin Amer- 
ican governments print money to cover deficits of state 
holding companies, thereby fueling inflation. The Soviet 
Union makes the Brazils of the world look like pikers. 
The Kremlin owns virtually all legal economic entities. 
Even though the standard of living for most Russians is 
worsening, the supply of rubles mushrooms. Instead of 

WEST RESPOND 
inflation, there are longer lines and barer shelves. 

The U.S. and the West should resist the temptation to 
provide subsidized credit, which will merely enable hard 
choices to be put off: principally, reducing the Soviet 
military (more formidable than it was three years ago) and 
breaking up agricultural collectives. 

Our most potent response is more prosperity. Our prog- 
ress pressures the East bloc to reform, lest they fall even 
i^ further behind economically. That 

means the U.S.' both avoiding dis- 
ruptive trade wars and stabilizing 
its money. 

Remember, in 1929-30 we trig- 
gered a worldwide trade war with 
the Smoot-Hawley tariff. The re- 

sulting economic collapse discred- 
ited free enterprise and politically 

enervated the West, thereby encouraging the darkest 
forces in Russia and in Germany. 

It also means pursuing growth policies with the Third 

World—tax cuts, deregulation, reduction of trade barri- 
ers—and repudiating the IMF'S poisonous brew of auster- 
ity, inflationary devaluations and trade restrictions. We 
should publicly proffer similar progrowth advice to Poland 

and Hungary. If the U.S. wants to reward Warsaw for its 
upcoming elections, it should direct the credit to farmers 
and private businesses, not the government. 

Initiatives? For starters, how about a sustained public 
diplomacy campaign in conjunction with the West Ger- 
mans for the destruction of the Berlin Wall? And why not 
have President Bush visit Poland and Hungary this sum- 

mer, where his reception will be even more enthusiastic 
than that which will greet Gorbachev when he goes to 
West Germany in June? Militarily, make it clear we're 
ready to cut back, but only when the Soviets actually 
make substantive reductions. 

On the political side, we should beef up Radio Free 
Europe/Radio Liberty (whose oversight board this writer 
chairs) and the Voice of America. The impact these 
Radios have in the East bloc is woefully underappreciat- 
ed by most Western policymakers. 
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There was a time when we at Continental thought we could do everything 

Chalk it up to youthful exuberance. We were only 130 years old then. 

But today, at 132, we've come to understand something that still escapes 

most financial institutions: that while there are no limits to what a bank cam 

promise, there are limits to what a bank can do. Particularly if it intends to do! 

them superlatively. 

(& Continental Bank 
^"^ Doing various things pretty well 

for you and a bunch of other people. 

Our logo, 1987. 
So instead of splitting ourselves between the consumer and busines 

markets, we're concentrating on business exclusively. 

What this means is that Continental can provide your company with 

wider range of innovative financial products, a more flexible approach to problem 

, and, altogether, a higher level of service than you could expect from the I 

typical jack-of-all-trades banks to which you're accustomed. 

example, our financial risk management strategies can erect a firm line I 

Illinois 60697 



>f defense against fluctuations in interest rates, exchange rates and commodity costs. 

Our custom-designed loans can give you access to cash reserves you didn't 

:now you had. Our unique approach to corporate finance can bring you higher 

eturns on your investment capital or more favorable terms on the funds you borrow. 

And our cash management services are so flexible, we'll even make 

ure our systems work with those 

(S£ Continental Bank 
^^    A new approach to business. 

Our logo, 1989. 
')f your suppliers to keep your day-to-day financial machinery running smoothly. 

You see, because all our eggs are in the business-banking basket, doing a 

oetter job for business is more than a matter of principle for us. It's a matter of necessity. 

It's also a matter we invite you to explore in greater detail by calling (312) 

$28-5799 and talking to a Continental banker. 

In the process, you'll make a happy discovery. Our logo may have changed, 

)ut everything else.. .well, everything else has, too. 
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Here's something that will help everyone 
sleep better. Except our competition. 

At 1 JPS, we have something that will help 
you a restful nights sleep when it comes to 

overnight delivery. 
It's guaranteed UPS Next Day Air* 

time UPS has been the only company 
fast and r        e enough to deliver overnight to 
every single aadress coast to coast. And we guaran- 
tee it, or you don't pay for it. 

What's more we'll even guarantee delivery in 

the morning to the vast majority of people across 
the country. 

And because of our efficiency, we're still able to 
do all of this for up to half what other companies 
charge. 

All of which is guaranteed to give our 
competition a resdess night's sleep. 

And you a comfortable one. 

W 

"Set out tuireni 

ups 
We run the tightest ship in the shipping business 
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Commentary 
on Events at Home and Abroad 

By Caspar W Weinberger, Publisher 

MAN THE 
The deficit does strange things to people. It is widely 

accepted by Washington insiders (frequently the target of 
my disagreement) that, because we have a deficit, we must 
cut defense spending. This is not because the world has 
improved or the threat has gone, but because that is the 
easiest expenditure to cut, since defense cuts produce very 
little political pain or criticism. 

Without dwelling too long on my feeling that we can 
easily afford the defense we need to stay free and at peace, 
and without belaboring the reader with my strong feeling 
that Mr. Gorbachev has not yet removed the continuing 
Soviet threat to the West despite his soothing rhetoric, I 
would call attention to a very strange proposal from an 

even stranger source that was made recently. 
John Lehman, who was Secretary of the Navy for six 

years and justly earned his reputation telling all and sun- 
dry why we need a 600-ship Navy and 15 Carrier Battle 
Groups, has suddenly switched sides. He now says that we 
should reduce our total active forces by over 33%, moving 
them from "full-time regulars to the ready reserve." He 

thinks this would save possibly $40 billion, and "the only 
loss of military capability would be the need for additional 
weeks or even months to mobilize fully for all-out war." 

Resisting the temptation to indulge in psychoanalytic 

speculation as to what caused this startling transforma- 
tion, we should look at what John Lehman's plan would 
leave us to deter attacks and preserve our freedom. 

It is true that John never really liked any money to go to 
the other Services, so his recommendation that we move 
from 18 to 10 active Army divisions is perhaps not all that 
surprising. And perhaps the same could be said when he 
inquires, with an anguish equal to David Stockman's, as to 
when we would possibly need "36 wings" in the Air Force, 
and that therefore we should reduce the Air Force as 

drastically as he would pare the Army. 
But, when it comes to the Navy and the Marine Corps, 

we might indeed turn to psychiatry to determine what has 
happened to John. The 600-ship Navy, he now says, should 
consist of "450 active and 150 reserve ships." The ships, it 
now turns out, can "train better at home with half of their 
crews made up of reservists, at half the operating costs." 

PUMPS! 
There are two justifications advanced for this historic 

flip-flop. One, of course, (and this will be of little surprise 
to those who have listened to John argue) is that "the 
career military brass would undoubtedly raise fierce 
cries," and the "Defense bureaucrats" will be "horrified," 
but, since anyone opposed to them is obviously on the side 
of the angels, the Lehman approach is correct. That is pure 
Lehman. John always used to conclude every argument, no 
matter which side he was on, with the statement that he 
knew the "brass" were against him. 

His other reason for this turnaround is that the "imme- 
diate Soviet threat is much diminished." The evidence? 

"Gorbachev's realism," " Soviet economic decline, ethnic 
strife" and (oddly enough) the "very success of the Reagan 
military buildup have turned the Soviets away from an 
unwinnable arms race." The NATO Allies and the inhabit- 
ants of the Persian Gulf should take great comfort because 
John has concluded that, "for the foreseeable future," the 
Soviets will invade neither. 

Lehman acknowledges that to carry out his plan we 
would have to make precipitous withdrawals from Europe, 
South Korea and the Persian Gulf. He also acknowledges 
that our reserve recruitment does not fill the reserve 
spaces. His remedy for this is to "train reserves for several 

weeks a year." He has neglected to ask the reserves or the 
discharged active personnel whether they would do this, 
so perhaps he has also joined those who favor the draft. 

Cuts are coming, he says, so presumably we should no 
longer fight cuts or propose increases. We should make a 
"virtue of budget necessity and global relaxation." With 
this approach, in the event of trouble we would then turn 
to an armed force that would be so unready and would take 
so many weeks to regain its strength that one of the 
reasons there is "gobal relaxation" (the "success of the 
Reagan military buildup") would be undermined. 

With all the sad results that would be caused by supine 
acceptance of congressional demands that we cut defense 
even more than the deep and injurious cuts Congress has 
already imposed, the loss of the support of the man who 
prided himself on helping us regain our military strength is 
one of the saddest events of all. 
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I we're keeping. 

whose promises 

- 

She's on her way. The promise of 

i a happy trip pinned onto her 

dress. A favorite doll for company. 
/ 

When she gets there, it'll be 

■ 

Warfim 
smiles and hugs and "How you've 

grown!" She'll show her shiny 

. new wings and tell what it was 

like to see the world so small. 

Sometime tonight, she'll call 

home. You'll know your promise 

was kept. 

t 
it 

-   ' 
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GE Aircraft Engines 

Keeping the Promise 
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What's Ahead for Business 
Edited by Howard Banks 

States cant play 
the same games 
Washington can 

States are more 
creative in finding 

things to tax 

So far, there are 
surprisingly few 

signs of panic 

THE STATE AND LOCAL BUDGET SQUEEZE 
STATE AND LOCAL GOVERNMENT FINANCES are simultaneously in good 
or terrible shape, depending on how you look at it. 

In the fourth quarter of 1988, their combined operating deficits sank to 
a record $18.6 billion on a National Income & Product Account (NIPA) 

basis. As recently as 1986, they showed a surplus of $5 billion. 

(NIPA accounting is used by federal and state and local governments to 
measure money flows—wages, sales, profits, rents, etc.—to calculate 
the gross national product. Using it, new borrowing does not appear as 
a revenue, but debt service appears as a charge.) 

Meanwhile, social fund surpluses (money paid into pensions and 
workers' compensation funds) are at an alltime high, over $70 billion. 

The social funds have been boosted by higher contributions, higher 
stock prices (up to October 1987) and higher interest rates since. 
Around half of all states are cutting contributions to their social funds. 

But unlike the U.S. Treasury, which can use Social Security funds, for 
example, to reduce borrowing to fill the federal budget gap, state and 
local governments may not tap social funds to buy bonds to, say, build 
roads or new prisons. 

VIRTUALLY EVERY STATE AND LOCAL GOVERNMENT in the U.S. is bound 
by law to have a balanced budget (based on NIPA measurement). 

This will be tough in 1989 because of upcoming wage negotiations for 
502,000 (about half) of state workers, and 467,000 (one-third) of local 
government workers. State and local wages account for around 60% of 
costs and have been rising at an average of over 5% a year. 

That's why state and local governments are being so creative in 
looking for new ways to raise revenues. 

Increased sales or income taxes are being considered by only a few 
states (Alaska, Illinois and Ohio). As many as 36 states are eyeing 
higher gas taxes, or higher fees, such as for vehicle registration or 
drivers' licenses. Fees in general are popular ways to raise money, as on 
new homes to cover child care (see FORBES, NOV. 14, 1988). And so are 
higher taxes on liquor and tobacco (Tennessee talks of adding 40 cents 
a pack). 

BY THE TIME WASHINGTON GETS TO CONSIDER "revenue enchance- 
ment" as a way of solving its own budget squeeze, most of the easy 
options may have been spoken for. 

For all the lower marginal rates on income, the U.S. remains heavily 
taxed in general—32.2% of GNP in 1988, including 12.2% for state and 
local governments, against 32.8% and 12.3% in peak year 1987. 

It's no real surprise that state and local governments should be feeling 
the pinch, given that the federal government continues to pass more 
spending on to them. If there is a surprise, it is the relative calmness at 
the state and local levels, especially with the economy showing signs 
of a revenue-squeezing slowdown. 
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The Forbes Index 

Forbes Index 
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Racing between stoplights. Following a 0.9% surge in 
January, the best gain in nearly two years, the Forbes 
Index was unchanged in February even though several 
components registered gains. Personal income rose 0.6%, 
to a record $2.6 trillion. The improvement in the nation's 
employment picture may result in further increases in 

Current t200.9 
Previous 200.9 
Percent change 0.0 
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total wage and salary disbursements. During the first 
quarter of 1989, the unemployment rate fell 0.3%, to 5%, 
as 1.1 million new jobs were created. 

Weakness in the manufacturing sector retarded the 
Forbes Index. Manufacturers' new orders declined 3.3%, 
while inventories rose 0.6%. 

The Forbes Index Components 
The Forbes Index is a measure of US economic activity 
Composed oj eight equally weighted elements Total in- 
dustrial production, new claims (or unemployment com- 
pensation, the COM of services relative to all consumer 
prices, the level of new orders for durable goods com- 
pared with manufacturers inventories total retail sales, 
new housing starts personal income, total consumer 
installment credit 

To measure these eight elements, FOKHES monitors ten 
scries of U S government data The last 14 months' data 
for each sencs are presented at right 
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CARTIER. THE PANTHER WATCH 

Cartier 
THE  ART  OF  BEING  UNIQUE 

SENSUAL, SLEEK, WITH 

THE NOBLEST OF PEDIGREES, 

THE PANTHER* WATCH 

BY CARTIER. 

18 KARAT GOLD, EXTRA-SLIM 

CONTOURED CASE, WATER- 

RESISTANT, INTRICATELY 

LINKED BRACELET WITH 

FOLDING BUCKLE AND 

CONCEALED CLASP, CARTIER'S 
I 

SYMBOLIC FELINE HERE 

INTERPRETED WITH 

BOLDNESS AND GRACE. 

RESOLUTELY 

CONTEMPORARY. 

THE PANTHER WATCH. 

TIME HELD IN WILLING 

CAPTIVITY. 

CARTIER*: THE MEASURE OF 

CREATIVE GENIUS. 

AVAILABLE AT ALL CARTIER BOUTIQUES 
BAL HARBOUR • BEVERLY HILLS ■ CHEVY CHASE • CHICAGO • COSTA MESA • DALLAS ■ FORT LAUDERDALE • HONOLULU • HOUSTON • LAS VEGAS 

LOS ANGELES ■ MONTREAL • NEW YORK • PALM BEACH • SAN FRANCISCO ■ SAN JUAN • ST THOMAS ■ TORONTO • VAIL • VANCOUVER • WASHINGTON, DG. 
ALSO AVAILABLE AT AUTHORIZED FINE JEWELERS. 



A lot of people are uninformed about 
the latest developments in business banking 
(Unfortunately, many of them are bankers.j 

The business-banking field is fairly exploding with new product 

and services these days. Just ask any banker. 

Hmm. On second thought, 

maybe you shouldn't. 

Now, understand, we don't 

mean to disparage our chosen pro- 

fession. But most bankers have been 

brought up to be conservators of 

the status quo—as straight as the 

pinstripes they wear, as staunch and 

solid as the buildings they inhabit. 

And that's fine. 

We're a little different here 

at Continental, though. We have this nagging feeling that a bank's job shouldn't 

be to resist change, but, rather, to help its clients deal with change. 

we've become quite preoccupied with the search for new ways to assist 

businesses like yours. Even to the point of shedding our retail banking interests entirel) 



You'll discover what this means the first time you sit down with a 

Continental banker. 

Instead of massaging, kneading and pummeling your problems until they 

it the standard banking solutions, we study your situation as it really is, from 

• very conceivable angle. 

Instead of trotting out the same timeworn collection of financial tools, 

we're perfectly willing to head 

for the foundry and forge some- 

thing new. 

Instead of viewing ortho- 

doxy as a thing to be worshipped, 

we prefer to look at it as a thing to 

be improved upon. 

What's our problem? Can't 

we leave well enough alone? 

Well, we could. But there 

are plenty of banks doing that 

dready. And plenty of companies to keep them busy at it. 

If your company is interested in not being one of them, it's time we talked, 

fust call (312) 828-5799 and ask us what's new. Although we should warn you: 

iround here that's a leading question.    Q^ Continental Bank 
A new approach to business: 



Forbes 

What makes Japan tick? Here's an answer that will surprise most 
Japan-bashers as well as most Japan-lovers. 

"The System" 

By Andrew Tanzer 

WHY DO THE JAPANESE Work SO 
hard for a standard of living 
that lags far behind that of 

other advanced industrial countries? 
Why do they flood the world with 
Japanese goods while only reluctantly 
absorbing foreign imports? Is it all 
part of a plot to make Japan supreme? 

Not quite, says Karel van Wolferen, 
48, a thoughtful Dutch journalist and 
political theorist who has lived nearly 
25 years in Japan. There's no plot. The 
seeming Japanese obsession with ex- 
panding economic might is actually a 
symptom of national insecurity; Japa- 
nese society is actually a system that 
ultimately is not under control. 

Van Wolferen has written a book 
that is creating a sensation in Japan. 
The author of The Enigma of Japanese 
Power (Knopf, $24.95) argues: "No one 
in power in Japanese politics can see 
to it that promises made to other 
countries can be carried out, that Japa- 
nese national priorities can be rees- 
tablished. . . . There is no center of 
accountability, no place where the 
buck stops, no person or institution 
that has ultimate responsibility." 

Van Wolferen argues that Japan is 
the ultimate special interest society, 

ulitical system comprises power 
groups that operate apart from a near- 
ly p< ime minister. The 
power groups are united on little but 
their own narrow selt-interests. 

Is Van Wolferen mereh   i Japan- 

basher? The book will, inevitably, be 
denounced as Japan-bashing in some 
quarters. But Van Wolferen is antago- 
nistic only toward what he calls "the 
System"—composed mainly of bu- 
reaucrats, politicians and managers of 
big business—which he believes oper- 
ates against the people. "The primary 
goal of Japan's economic pursuits has 
not been to expand the choices and 
comforts of its citizens," he writes; 
Japanese citizens, he says, have had 
"no say whatsoever in the choice of 
unlimited industrial expansion, at the 
cost of other desirables in life." 

This single-minded economic pur- 
suit is the source of what he calls the 
unacknowledged conflict between Ja- 
pan and the U.S. "The aims of their 
[U.S. and Japan) economic activities 
are incompatible," he says. 

At the heart of the tensions building 
between the U.S. and Japan are two 
great myths about Japan clung to by 
most Americans. Myth number one: 
Japan is a parliamentary democracy 
with a responsible central govern- 
ment. Number two: Japan is a modem, 
capitalistic, free-market economy. 

Van Wolferen thinks "the System," 
most members of which are schooled 
at Tokyo University's law depart- 
ment, runs the country through infor- 
mal, personal relationships and trans- 
actions rather than by law or the 
constitution. Not coincidentally, 
hundreds of bureaucrats retire every 
year into big business. Consumer 
groups  are  infiltrated  and  the  Su- 

preme Court is under the control of 
bureaucrats; the monolithic and self- 
censored press is a "servant of 'the 
System.' " 

Why don't Japan's long-suffering 
consumers revolt? "Japanese are not 
given the opportunity to 'throw the 
rascals out,' " says Van Wolferen. 
"What appears to be a parliamentary 
system is a rigged system of power 
shared by clusters of bureaucrats al- 
lied with bureaucrat-type business- 
men in industrial federations, people 
at the heads of industrial conglomer- 
ates and the top one-third of a party 
(LDP) that has a monopoly on political 
representation in parliament. 

"The bureaucrats keep the LDP in 
business by buying off the public with 
subsidies and public works. The LDP 
parliamentarians keep the bureau- 
crats in business by not rocking the 
boat. . . . The LDP and the bureaucrats 
keep the businessmen in business by 
protecting their businesses against 
foreign competition and underwriting 
their expansionist programs." 

Institutionalized payoffs to special 
interest groups are part of the mortar 
that holds the whole system together. 
Birth control pills are banned in Japan 
because doctors find the abortion 
business more lucrative than pre- 
scribing birth control (they also re- 
ceive kickbacks from drug companies 
for prescriptions in Japan). Car owners 
are forced to pay auto mechanics 
$1,500 for inspection of supposedly 
the world's highest-quality cars every 
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Critic Karel van Wolferen, author of "The Enigma of Japanese Power" 
"There is no center of accountability, no person or institution that has ultimate responsibility.' 

Robert Wallis/Sipa 

two years. Legal loan sharks charge 
consumers usurious interest rates for 
money raised indirectly from the pub- 
lic's low-interest-bearing bank depos- 
its. The LDP maintains its grip on 
power through gerrymandered voting 
districts, massive pork barrel politics 
and corruption. Costly, but useless, 
public works projects are routinely 
built, and some are never even com- 
pleted. "In the U.S. and elsewhere 
pork barrel is on a national level inci- 
dental and open to scrutiny," he says. 
"In Japan pork barrel is a mainstay of 
politics designed to preserve a one- 
party system." 

Van Wolferen persuasively docu- 
ments ways in which the bureaucracy 
keeps out foreign competition 
through extralegal and often arbitrary 
devices such as licensing, regulations, 
power over bank credits, "administra- 
tive guidance" and plain coercion. 

In recent months the Recruit scandal 
has been capturing Japanese headlines. 

Recruit's founder, recently indicted 
Hiromasa Ezoe, lined Japanese politi- 
cians' pockets with unregistered 
shares in Recruit's real estate subsid- 
iary just before it went public. To Van 
Wolferen, the Recruit scandal is part 
and parcel of Japanese power politics. 
He says Ezoe was a genuine entrepre- 
neur, who, being outside the power 
system, needed to "pay protection 
money to avoid potential arbitrary in- 
terference from bureaucrats." 

Of the supposed Japanese tendency 
to consensus, Van Wolferen says: 
"Consensus in Japan usually trans- 
lates as that which the most powerful 
decree." And of "conformity" he 
writes: "The highly valued conformi- 
ty in Japan is to a large extent en- 
forced by intimidation. . . . [The polit- 
ical culture is] shaped by a succession 
of political arrangements in which 
the cult of submission has been a 
common denominator." 

Westerners who have experienced 

everyday life in Japan will find them- 
selves in broad agreement with Van 
Wolferen's analysis that the Japanese 
people get scant reward for their hard 
work. It's a harsh view, but one that 
increasing numbers of Japanese them- 
selves are beginning to share. 

Is there a solution? Only decisive 
political action by the U.S. can pre- 
vent a collision between Japan and the 
West, warns the author. Van Wolferen 
thinks the U.S. must first develop a 
Japan policy and an "institutional 
memory" of Japanese behavior. He 
adds: "Makeshift, ad hoc policies to- 
ward Japan have led more often than 
not to results that are totally different 
from what was intended." 

Yet, adds the author, the U.S. is 
damned if it does, damned if it 
doesn't. Not to act means the situa- 
tion will worsen. To act risks touch- 
ing off neonationalism and xenopho- 
bia lurking just beneath the surface in 
Japan. ■ 
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To outsiders, that highly leveraged Macy 
buyout looked like a tremendous gamble. 
Now it looks like a right smart deal. 

The benefits 
of leverage 

By Snbrala N. Chakravarty 

A LOT OF PEOPLE gasped when Ed- 
ward Finkelstein took R.H. 

i Macy Co. private for $3.7 bil- 
lion, nearly all of it borrowed. This 
1986 deal still holds the record for the 
largest management-led leveraged 
buyout and was one of the handful of 
LBOS that was not intended to be bro- 
ken up to pay off debt. To the initial 
debt load, Finkelstein has since added 
another $1 billion to buy more stores. 

How's Finkelstein doing balancing 
his tremendous debt load? Surprising- 
ly well, considering that the private 
Macy must pay over a half-billion dol- 
lars annually in interest 
charges, about 10 cents on 
every sales dollar, a formi- 
dable nut. But in a lever- 
aged buyout, it is not the 
book earnings that matter 
but the cash flow and, 
most important, the inter- 
est coverage. On this 
score Macy is more than 
holding its own. Exclud- 
ing one-time charges and 
noncash items, Macy had 
a positive cash flow from 
operations last year of 
$293 million—after pay- 
ing out $483 million in in- 
terest, for a coverage of 1.6 
times cash interest in a 
tough year. 

Interest costs will be up 
considerably this year be- 
cause of the added debt 
Finkelstein took on to buy 
some Federated Depart- 
ment Stores divi: 
Even so, the current fiscal 
year looks still better th.ui 
last year's. For the second 
fiscal quarter—the Christ 

mas season—earnings before interest 
and taxes rose almost 29%. Kidder, 
Peabody & Co. analyst Joseph Amato 
estimates that Macy's fiscal 1989 op- 
erating cash flow (before taxes, inter- 
est and depreciation) will be between 
$900 million and $950 million, again 
comfortably above cash interest costs 
of nearly $600 million. 

After a bidding war with Campeau 
Corp. over Federated, Finkelstein 
eventually walked away with Bull- 
ocks and Bullocks-Wilshire, based in 
Los Angeles, and I. Magnin, the spe- 
cialty store chain based in San Fran- 
cisco. That added $1 billion to Macy's 
debt, but Finkelstein got a business he 

\fcuy's Edu 
On top of 

ant Finkelstein 
the world with S140 million. 

had long coveted. Macy is well estab- 
lished in northern California but now 
has a strong presence in southern Cal- 
ifornia as well, which, Finkelstein 
says, would have taken over a decade 
to build from scratch. As a bonus, 
Macy got I. Magnin, a well-known but 
poorly managed chain that Finkel- 
stein believes can be turned from a 
break-even operation to a healthy 
profit center in a few years. 

Finkelstein has reorganized Macy, 
which will save $80 million in annual 
operating costs. The Atlanta division 
got all the Bullocks stores as well as 
the Macy's stores in Florida and Tex- 
as, creating a division with revenues 
of around $2 billion. The New York 
division and Bamberger's in New Jer- 
sey were combined into a $3 billion 
division. The California division, un- 
changed, has revenues of around $1.6 
billion. Operating separately from the 
rest are I. Magnin/Bullocks-Wilshire, 
with revenues of $400 million. 

"The day we started out we had 
completed a year where we did $4.7 
billion in business," says Finkelstein. 
"This year we'll do $7 billion. If you 
set up your debt structure intelligent- 
ly so your cost is fixed, and your busi- 
ness grows, you begin to get the bene- 
fit of leverage in terms of growth. 
That is the reason leveraged buyouts 
are attractive." 

Essentially what Finkelstein has 
done is to focus the company's atten- 
tion on its basic business, retailing, 
moving goods. Macy has now sold off 

its real estate, freeing up a 
lot of cash, and leased 
back the stores. 

So Ed Finkelstein's 
gamble seems to be pay- 
ing off. At eight times this 
year's expected operating 
cash flow, notes Amato, 
Macy is now worth over 
$7.5 billion, or around $3 
billion after deducting 
long-term debt. General 
Electric Capital Corp. 
owns 20% of Macy stock; 
Laurence Tisch's Loews 
Corp., 12%; Finkelstein, 
4.7%, and some 480 Macy 
and Bullocks executives, 
another 14%. 

Ed Finkelstein thus fig- 
ures to be worth around 
$140 million today—and 
Macy is a far better com- 
pany now. This is precise- 
ly what well-done lever- 
aged buyouts are supposed 
to do: produce better busi- 
ness and handsome re- 
wards for the people who 
run them. ■ 
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To fulfill its grand strategy), GM needs its 
new GM-10 sedans to be a huge success. 

Evolutionary, 
not revolutionary 

By Jerry Flint 

KENNETH ZINO was taken by 
surprise. Here he was, a well- 
known automobile writer and 

a director of the International Motor 
Press Association, sitting on the hood 
of a car at the Detroit Auto Show, 
peacefully sipping his coffee, when TV 
camera crews rushed toward him 
with klieg lights aglare. What's going 
on? he wondered. 

He soon found out. Zino was sitting 
on Chevrolet's brand-new Lumina 
four-door sedan, and he hadn't even 
recognized that it was a new car. 
What's more, the Lumina isn't just 
any new car; there beneath Zino was 
the heart of the GM-10 line, the most 
ambitious and most costly car pro- 
gram in General Motors' history. 

To prepare the new line for market, 
GM had spent eight years and $5 bil- 
lion. Chevrolet's promotional cam- 
paign for the Lumina, featuring TV 
commercials with Mickey Mouse and 
his fellow Disney characters, report- 
edly will cost $50 million. Within a 
year, versions of these mid-size GM-10 
sedans will be offered by other GM 
divisions: The Oldsmobile, Pontiac 
and possibly even Buick models 
should be available this fall. 

General Motors has undergone a 
massive turnaround in the past three 
years, with profits rising from $3 bil- 
lion to $5 billion. This was a tremen- 
dous triumph of cost-cutting: The big 
gains were achieved as GM'S U.S. mar- 
ket share slid from 41.5% to 36%. 

The next phase of the turnaround, 
however, must involve a recovery in 
market share. The GM-10 line—ex- 
pected to sell in the $13,000-to- 
$17,000 range against cars like Ford's 
Taurus and Toyota's Camry—repre- 
sents General Motors' best chance to 

seriously increase its North American 
market share. If warranted, produc- 
tion could be pushed past 1 million 
cars, or one-fourth of the company's 
U.S. car output, GM'S annual report 
says flatly: "Our primary goal in 
North America is to profitably raise 
GM'S market share." That's why the 
GM-10 line is so important. 

Conceived as the 1980s began, the 
GM-10 program was the grandest of 
GM'S car plans. The idea was to design 
a new series of mid-size cars that 
would be less expensive to build than 
their forerunners and, at the same 
time, replace a confusing array of mid- 
size body styles—such as Buick's old 
Skylark (the X body), the Century (A 
body), Regal (G body) and similar lines 
at other divisions. The original intro- 
duction target date was believed to be 

sometime in late 1984. 
But problems arose. Various Gener- 

al Motors divisions refused to cooper- 
ate on the project. "Nothing got done," 
GM Executive Vice President William 
Hoglund said. "The reorganization 
didn't help speed the process," adds 
Executive Vice President Lloyd Reuss, 
remembering the company's major 
management shuffles of the mid- 
1980s, when 70% of the people in two 
key divisions changed jobs. Costs got 
out of hand as well, GM decided to slow 
the spending by building the two- 
doors first and letting the four-doors 
wait. In the end, the program was 
reduced from seven plants making an 
estimated 1.5 million cars a year to 
four plants making perhaps 1 million. 

Today GM Chairman Roger Smith 
says he should have pushed the four- 
door models ahead of the two-doors, 
noting that demand for sedans has 
been robust the past few years. Arch- 
rival Ford capitalized on that trend by 
jumping into the market with the 
Taurus and Sable four-door sedans in 
1986. Ford thus beat the GM-10 two- 
doors to market by two years and the 
four-doors by more than three years. 

What does the new line look like? 
Morgan Stanley's auto analyst Scott 
Merlis says: "The sedans are modern, 
but not too modern, aero but not too 
aero." In short, an evolutionary rather 
than a revolutionary design state- 
ment. The GM-10S may not catch the 
fancy of the auto buffs, just as Ken 
Zino had trouble recognizing that he 
was sitting on one, but GM figures 
they will appeal to the great middle 
range of American auto buyers. ■ 

Mu had Glik-k 

Cberv s Lumina 
An answer to Ford's Taurus? 

FORBES, MAY 1, 1989 43 



Can Morocco become an African equiva- 
lent of South Korea or Taiwan? If people 
like ambitious young Fouad Filali have 
their way, it could happen. 

"My father in law is 
very demanding" 

By Pranay Gapte 

WHO SAYS THE Third World 
has to be third-rate?" Fouad 
Filali is talking with a FORBES 

reporter as they fly across Morocco in 
Filali's sleek French-built corporate 
jet. Filali then recites a favorite prov- 
erb: "If you don't grasp your future 
today, it will be too late to do so 
tomorrow." 

As chairman of Casablanca-head- 
quartered Omnium Nord-Africain, 
the 33-year-old Filali is not waiting 
for tomorrow to happen, nor will he 
settle for the third-rate or even sec- 
ond-rate. He runs a company that is 
big by any standards, huge by Afri- 
can standards, and that is at the cut- 
ting edge of business development in 
an ancient and tradition-bound land. 

Filali's ambitions for his country 
are not modest. He talks of helping 
Morocco become to Africa what 
South Korea and Taiwan have become 
for Asia—emerging economic power- 
houses. It could happen. 

With a population of 25 million 
spread over an area the size of Ore- 
gon and Washington, Morocco is a 
potentially rich country. It is the 
world's biggest exporter of phos- 
phates, possessing nearly 75% of es- 
timated reserves. Morocco also has 
the fourth-biggest fishing reserves. 

ONA has made quite a start in ad- 
vancing Moroccan development. Its 
1988 revenues were roughly $1.1 bil- 
lion—equal to about 5% of the Mo- 
roccan G.N p. 

ONA provides both capital and ex- 
pertise to a wide range of modern 
businesses. In March it launched the 
Arab world's first privately owned 
television channel The new station is 
called 2M and was financed by ONA in 
conjunction with French and Canadi- 

an firms. The channel, in which Filali 
has invested $25 million, now sends 
lively broadcasts in Arabic and French 
throughout Morocco and soon by sat- 
ellite to Western Europe, where more 
than 5 million immigrants from 
North Africa live. In creating 2M, Fi- 
lali persuaded the French government 
to donate $6 million worth of training 
for more than 100 young Moroccans 
in TV technology. 

As befits his training and educa- 
tion, Filali is thinking of opportuni- 
ties well beyond Morocco's immedi- 
ate neighborhood. He talks spiritedly 
about the increasing globalization of 
capital and markets. He wants to do 
business with American firms. "To 
be completely linked with Europe 
will be dangerous for our future—es- 
pecially with 1992 just around the 
comer. There will be increasingly a 
sharing of business language between 
America and countries like Morocco, 
because so many of us were trained in 
the U.S." 

So ONA has been strengthening its 
foreign ties. Last year ONA bought 
10% of Laidlaw Holdings, the New 
York investment bank where Filali is 
a managing director. The firm was 
spun off from Laidlaw, Adams &. 
Peck, where Filali started as a stock- 
broker and worked his way up to vice 
president. 

Tourism is high on Filali's list of 
priorities for Morocco and for ONA. He 
has formed partnerships with Club 
Mediterranee and several other Euro- 
pean companies—mainly French—to 
encourage these companies to join 
ventures with ONA in Morocco. His 
alliances with Club Med reflect his 
belief that tourism has a great future 
in this colorful land with its rich ar- 
chitectural and cultural heritage, its 
warm climate. Neighboring Tunisia, 

a much smaller country than Moroc- 
co, gets considerably more tourists 
because its hotels have greater capac- 
ity. Filali is determined to help Mo- 
rocco catch up. 

Also high on his list is fish. This 
business is especially promising, giv- 
en the world's insatiable demand. 
Fish reserves in Moroccan waters are 
so rich that foreign poachers are a 
continual problem. Last year the Sovi- 
et fishing fleet took 700,000 tons of 
fish from Moroccan waters through 
highly advanced but illegal opera- 
tions. The Moroccan catch was less 
than 250,000 tons. Filali has commit- 
ted $60 million for 20 deep-sea trawl- 
ers, ONA'S expanded mining ventures 
include zinc, lead, copper, cobalt and 
silver. 

It is significant that Fouad Falili 
has decided to devote his efforts to 
private enterprise rather than to gov- 
ernment service—the more tradition- 
al approach for highly educated peo- 
ple in developing countries. Many 
Western reporters and diplomats 
tend to focus on the contrast be- 
tween mass poverty and the lavish 
lifestyle of the Moroccan aristocracy. 
But the rich do not consume that 
much of the national income. What 
does bleed the country are some 800 
state-owned-or-controlled compa- 
nies, many of them corruption-rid- 
den behemoths. 

It is auspicious for Morocco's future 
that 60-year-old King Hassan II, who 
is Morocco's temporal as well as spiri- 
tual leader, realizes that statism is the 
biggest single barrier to faster eco- 
nomic development. Under King Has- 
san's economic liberalization pro- 
gram, many of these companies are 
scheduled to be either dismantled or 
sold to the private sector. The king 
has tried to speed the process by woo- 
ing foreign investors into such sectors 
as textile production through the of- 
fering of generous tax holidays. 

With a foreign debt burden of $22 
billion, Morocco needs all the foreign 
exchange it can earn, but earning it 
should be no insuperable problem if 
the country can unleash more of its 
potential. In this respect it has taken 
promising steps by moving the state 
out of the economy and giving more 
scope to free enterprise. "We are be- 
coming an increasingly open econo- 
my," Mohammed Berrada, the Moroc- 
can minister of finance, told FORBES 
in an interview in Casablanca. "In 
contrast to many countries of the de- 
veloping world, we are emphasizing 
liberalization." 

There is other good economic news 
in Morocco. King Hassan recently had 
talks with the Marxist Polisario guer- 
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Omnium Nord-A/ricain's FouadFilali (seated) 
"If you don't grasp your future today, it will be too late. 

rillas—who operate out of neighbor- 
ing Algeria—over the disputed west- 
ern Sahara. This could result in an 
easing of Morocco's defense burden: 
Morocco spends more than $1 million 
a day on protecting the phosphate- 
rich western Sahara. 

Morocco's eurrent account record- 
ed a $100 million surplus last year, 
the second surplus since 1973. A debt 
rescheduling in late 1987 helped. But 
more important was a 25% increase— 
to more than $1 billion—in tourism 
receipts last year,- more sales of phos- 
phates and phosphate derivatives to 
the U.S.; and another rise—to $1.5 
billion—in remittances from the mil- 
lion-plus Moroccans living in West- 
ern Europe and the U.S. Too few de- 
veloping countries enjoy the kind of 
confidence that such private capital 
inflows indicate. 

Filali is nothing if not well connect- 
ed. He is married to Princess Lalla 
Meryem, eldest daughter of King Has- 
san. The king himself owns 15% of 

ONA, Filali nearly 3%; the rest is wide- 
ly spread among Moroccan individ- 
uals and institutions. 

Observers interpret the king's confi- 
dence in Filali as sending a message to 
the country: that the future lies not 
along traditional lines but in free enter- 
prise and that there is a big role for the 
young in this society long dominated 
by graybeards. "Filali," says Mustafa 
Benali, a young computer technician in 
Casablanca, "has shown that it is pos- 
sible to shake up the system and give it 
energy—without excessively upset- 
ting the local culture." 

The cosmopolitan son of a diplo- 
mat, Filali was educated at the Sor- 
bonne and then took English language 
courses at Columbia University. He 
could easily have stayed abroad and 
done well, but he chose to come 
home. "I am a man who's proved that 
you can go home again," says Filali, 
"especially if you are from a Third 
World country with as much poten- 
tial as Morocco." 

In the three years since Filali was 
put in charge, ONA'S sales—which 
now stem from such diverse opera- 
tions as real estate, insurance, cars, 
communications, agribusiness and 
mining—have almost tripled. Last 
year, according to its annual report, 
ONA'S profits amounted to almost 
$85 million, before taxes and on a 
nonconsolidated basis—about 8% of 
revenues. Sales in 1989 are expected 
to exceed $1.2 billion. The ONA 
stock, which is currently quoted on 
the thin Casablanca Stock Exchange, 
has doubled in value in the last two 
years to a recent $60 a share—a mar- 
ket value of $120 million. Filali says 
he will try to have ONA stock quoted 
on the Paris Bourse. (Note to global 
investors: The Casablanca Stock Ex- 
change currently has 77 issues, 
worth about $500 million in the ag- 
gregate, ONA has no American De- 
positary Receipts.) 

But change disturbs people, and as a 
spearhead for change in this conserva- 
tive land, Filali has inevitably had his 
detractors. Many of Morocco's estab- 
lished businessmen and bazaar mer- 
chants are jealous of his prominence. 
The king has ordered that many of the 
state-controlled enterprises should be 
sold off to private owners. People are 
watching to see if ONA is favored in 
these sales, "ONA is seen by some as 
gobbling up little companies and be- 
coming a fiefdom within the king- 
dom," says one senior Western diplo- 
mat based in Rabat. 

As these freely voiced complaints 
show, Morocco under King Hassan is 
a relatively open society where people 
are allowed to do more or less as they 
please, as long as they don't try to 
rebel against the crown. In such a 
situation, you need more than the 
monarch's support to assure success; 
you must avoid causing too much re- 
sentment in traditional circles. To his 
credit, Filali understands this. While 
he is determined to bring other young 
Western-educated men into the com- 
pany, he is retaining the older Moroc- 
cans who had been running ONA. In 
Morocco, as in other traditional Third 
World cultures, it isn't wise to tram- 
ple on the old in your rush to progress; 
it is important to help others main- 
tain their dignity. 

"We want to create new develop- 
ments and ventures, rather than pri- 
vatize existing companies," Filali in- 
sists. "Some people dislike me be- 
cause I am the son-in-law of the king. 
But let me tell you, it's not easy being 
His Majesty's son-in-law. He's very 
demanding, and he doesn't make too 
many allowances for mistakes." So 
far, Filali hasn't made many. ■ 
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Biggest of the discount brokers, Charles 
Schwab Corp. has adapted to hard times. 
But where does it go from here? 

After cost cuts, 
what? 

By John Heins 

CHARLES SCHWAB CORP. makes 
its living almost entirely from 
doing business with the indi- 

vidual investor, which wouldn't seem 
to be much of a business these days. 
But Charles Schwab, the 51-year-old 
chairman of the discount brokerage 
that bears his name, is coping remark- 
ably well. 

With its average trading volume off 
40% from before the October 1987 
market crash, Schwab Corp.'s earn- 
ings fell 70% last year, to $7.4 million 
(27 cents a share) on revenues of $392 
million. The stock, at a recent 9, 
trades at barely half its 1987 high. 

But don't go away. Even with equity 
trading lackluster, Schwab's earnings 
should more than double this year to 
nearly $17 million. But earn- 
ings are only part of the good 
news: Schwab's operating cash 
flow is running around $60 mil- 
lion a year, up from $42 million 
in its peak earnings year of 
1986. The reason cash flow 
gains are running ahead of earn- 
ings gains: When Schwab 
bought his company back from 
BankAmerica Corp., in pre- 
crash 1987, he wrote up the val- 
ue of the firm's assets to reflect 
the premium over book value 
that he had to pay. The result 
was to increase Schwab's depre- 
ciation charges, thus penalizing 
reported earnings but enhanc- 
ing cash flow with tax savings. 

How has Schwab coped with 
hard times? He shelved all 
plans for branch expansion in 
the U.S. and overseas. He cut 
$13.5 million out of annual 
payroll expenses with layoffs 
and selective pa-, -includ- 

ing docking his own pay 20% for six 
months. (Tough times? Schwab's 
32% of the company is worth about 
$73 million.) 

He also raised prices. With little 
effect on business, Schwab Corp. put 
through an average 10% commission 
hike in March of 1988 and started 
charging $18 a year for once-free IRA 
accounts. The company now needs 
only 8,000 trades a day in order to 
break even, down from a 12,000-trade 
break-even level right before the mar- 
ket crash. 

With the damage control largely 
done, Chuck Schwab is building 
again. In March he agreed to buy Chi- 
cago-based Rose & Co., the country's 
fifth-largest discount broker, from 
Chase Manhattan for $37 million. 
The price represented a premium of 

Jamie 

Oxirles Schwab of Charles Schu>ah Corp. 
Trying to make investor* independent. 

some $14 million over book value, 
but it put 200,000 new accounts on 
Schwab's books. At roughly $70 per 
customer, this is a relatively cheap 
way to acquire new accounts and 
should pay off for Schwab when indi- 
vidual investors start trading stocks 
again. To improve service, Schwab is 
also spending $15 million this year to 
upgrade his firm's computer and 
phone systems. 

How much growth remains in dis- 
count brokerage? Discounters have 
steadily taken market share from full- 
service firms during the 1980s, but 
they still take in only about 8% of all 
retail commissions—less than Merrill 
Lynch's share alone. Among the dis- 
counters, Schwab remains the largest, 
with about 40% of the market—more 
than double the share of its closest 
competitor, the brokerage unit of Bos- 
ton's Fidelity Management. 

Schwab's best hope for growth is 
through taking market share from 
conventional brokerage houses, 
which generally charge twice what 
Schwab does per trade. In competing 
with the full-service brokers, Schwab 
must overcome the laziness of most 
investors, who want someone to tell 
them where to put their money or at 
least to hold their hands. "Our pas- 
sion is to make investors indepen- 
dent, not make them dependent on a 
commissioned salesman," says 
Schwab. To that end, Schwab Corp. 
just introduced a new version of its 
Equalizer software package, which al- 
lows investors with personal comput- 
ers to call up research reports from 
independent firms such as Standard & 
Poor's, get current quotes and actual- 

ly execute trades. Some 30,000 
of the $ 169 packages have been 
sold, a number growing 33% a 
year. Schwab's new Telebroker 
service lets customers place 
stock orders and obtain quotes 
from a touch-tone phone. But, 
of course, his rival discounters 
offer similar services. 

"It's an apathetic time right 
now for the retail investor, for 
some good reasons," says 
Schwab, clearly undaunted. 
"That will change again. It al- 
ways has." Probably, but no- 
body can say when. Nor can 
Schwab count on raising prices 
much further without jeopar- 
dizing its standing as a discount 
house. Thus for a long time to 
come, Schwab must demon- 
strate through marketing and 
service that it can compete for 
scarce customers. Otherwise it 
will have proved nothing more 
than that it can survive. 
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The BentleyTurbo R. The quintessential power trip. 
BENTLEY OWNERS HAVE ALWAYS ENJOYED A 

DISTINCT ADVANTAGE. 

BUT IT HAS NEVER BEEN QUITE SO APPARENT AS 

WITH THE BENTLEY TURBO R. 

THIS MAJESTIC AUTOMOBILE DELIVERS A LEVEL 

OF PERFORMANCE AND ELEGANCE UNMATCHED 

ANYWHERE ELSE. 

THE PURE EXPRESSION OF POWER EMANATES FROM 

THE 6.75 LITER V-8 ENGINE. TURBO CHARGED AND 

INTERCOOLED, IT WILL WHISK YOU FROM 0 TO 60 IN A 

BREATHLESS 6.7 SECONDS. 

THE SUSPENSION HAS BEEN CALIBRATED TO 

PROVIDE THE SURE HANDLING NECESSARY AT THE 

SPEEDS THIS BENTLEY CAN REACH. 

WIDE ALLOY WHEELS AND HIGH-SPEED RATED 

TIRES KEEP THE POWER FIRMLY ON THE ROAD AND ASSIST 

THE FOUR ANTI-LOCK DISC BRAKES IN BRINGING THE 

BENTLEY TURBO R TO A QUICK STANDSTILL. 

ASSUREDLY, IT IS MADE BY THE SAME PEOPLE WHO 

HANDCRAFT ROLLS-ROYCE MOTOR CARS. SO EVERY 

DETAIL IS ATTENDED TO WITH UNERRING SCRUTINY. 

CLEARLY, NO OTHER AUTOMOBILE COMBINES 

THE POWER, HANDLING AND ELEGANCE OF THE 

TURBO R. 

EXPERIENCE IT FIRSTHAND BY VISITING AN 

AUTHORIZED BENTLEY DEALER 

TO ARRANGE FORAN EXHILARATING APPOINTMENT, 

CALL 1-800-851-8576. 



On the Docket 

What right does a Swiss court have to in- 
volve itself in Kohlberg Kravis Roberts' $26 
billion takeover ofRJR Nabisco? 

Bonds that bind 

By Deirdre Fanning 

IN A CASE THAT TESTS the limits of 
foreign courts' jurisdiction, a 
Swiss court recently issued a tem- 

porary restraining order intended to 
impede Kohlberg Kravis Roberts' $26 
billion bid for RIR Nabisco. This ap- 
parently marks the first time that a 
foreign court has tried to interfere 
with the acquisition of one U.S. com- 
pany by another. 

What gives a Swiss court the right 

to put its nose into a U.S. merger? The 
action against RIR in Basel was filed by 
a group of Swiss bondholders who 
claim that the leveraged buyout of RJR 
diminished the value of their bonds, 
which have fallen as much as 21% 
since the deal was announced in No- 
vember. The case is based on an RJR 
Nabisco 1986 issue of $120 million in 
Swiss franc bonds. Like many Ameri- 
can companies issuing foreign curren- 
cy bonds, RJR agreed that jurisdiction 
in any related lawsuits would be as- 

signed to the country where the bonds 
are issued, in this case Switzerland. 

"The buyers of foreign currency 
bonds usually want that provision, 
and U.S. companies' belief heretofore 
had been that it doesn't make that 
much difference," says Morey 
McDaniel, corporate finance counsel 
at Union Carbide Corp. "I think this 
case took a lot of people by surprise." 

KKR intially downplayed the impor- 
tance of the Swiss court's ruling, and 
indeed the Swiss judge appears to 
have backed off, modifying his origi- 
nal ruling somewhat. At first he 
sought to block the entire merger, but 
then he limited his order to prevent- 
ing RJR'S Swiss subsidiaries from par- 
ticipating in the deal. The judge's lim- 
ited ruling later gained strength when 
it was approved by a North Carolina 
state court. 

Whatever the outcome of the 
Swiss case, international lawyers and 
chief financial officers around the 
world are paying close attention. In 
their view, this incident could pre- 
sage major headaches for American 
companies, which last year issued 
some $9 billion in bonds denominat- 
ed in foreign currencies. 

The list of U.S. companies that 
should take interest in the RJR case in 
Switzerland reads like a Who's Who of 
corporate America. To name a few, 
Philip Morris has $2.28 billion of for- 
eign currency debt outstanding, Gil- 
lette has $1.09 billion and Avon has 
$314 million. If any of these outfits 
does a merger or restructuring that 
reduces the value of such bonds, it 
could face a court challenge in foreign 
countries, just as RJR did. 

Of course, similar challenges have 
been filed in U.S. courts. A Manhat- 
tan federal judge refused a request 
brought by an irate group of RJR'S U.S. 
bondholders. But other countries' 
courts could take a stricter view of 
bondholder rights. Then the fat would 
certainly be in the fire. 

As RJR found out, a foreign restrain- 
ing order, at the very least, can affect 
foreign subsidiaries, RJR owns four 
Swiss subsidiaries, all subject to 
Swiss law. The Swiss court proved 
that it could prevent those subsidiar- 
ies from participating in the buyout. 
What's more, the Swiss court could 
stop Swiss companies from bidding 
for the various pieces of RJR Nabisco 
that KKR wants to sell off. This could 
prove to be important to Vevey-based 
Nestle, which is said to be interested 
in buying some of RJR Nabisco's food 
businesses. 

It's one big world out there now, 
and what happens in one place rever- 
berates in lots of other places. ■ 
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The Right Label. The Right Suit. 
Spring-Summer 19S9. 
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e Right Double-Breas 1 

;e comes easily to this suit tailored in fine, tropical- 
el  Worsteds—cool, comfortable and correct. 

PURE WOOL 
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HART 
SCHAFFNER 

& MARX The Right Glen Plaid Suit 
iDeter suit, tailored in luxurious pure wool Don A Gold Trumpeter suit, tailored in luxurious pure wool 

fabric, speaks eloquently of the wearer's good taste. 
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PURE  WOOL 
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he Right Windowpane Suit 
fewnfort, choose a suit in Virade. a 55% Dacron   polyester 

vool fljorsted blend from Burlington Menswear. 
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The Right Sportcoat 
Pure silk gives this sportcoat the look and feel of luxury. 
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licklaus   Golden Bear" slacM  ombine experfta 
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The Eif§it Label. The Right Suit! 
?i^; For more than 100 years, Hart Schaffner & Marx has been recognized 

iif^l^as the leading name in fine tailored clothing for American men. 
■^::'y $:'&    '        'V, /;'•&  &;    %   '■?■:    ';■:■    %£ 

•®3$8&jr\  One reason is our insistence on superior fabrics, Gathered from 
-JS^:  renowned mills around the world, they are carefully Chosen for their 

mMfjM;   quality and luxurious/feel. 

®® Fine tailoring is another critical point at which Hart Schaffner $ Marx 
Mj$      excels. Proof is the new "supersoft" construction that enables our ;-|; 

suits and sportcoats to fit so lightly that the wearer always f^s^V 
comfortable and at ease. Equally important are the small but telling 
details of construction such as full linings, hand-sewn buttonholes and 
exact pattern matching—details that contribute to the overall sense of 
quality and fit found in every Hart Schaffner & Marx suit. 

Hart Schaffner & Marx clothes fit more than just the man. They fit his 
personality as well. A range of styles assures that men of varied tastes 
will find the "Right Suit by Hart Schaffner & Marx. 

Superb fabrics. Painstaking tailoring. Correct styling. That's what the 
Hart Schaffner & Marx label promises. And that's exactly what it delivers. 

Where can you find the Right Suit? At the Right Store, of course. 
For the name of the Hart Schaffner & Marx retailer nearest you, 
call 1-800-FASHION. 

Hart 
Schaffner 
&Marx. 

rH/\MM/\n/l 



Meet the Notre Dame law professor who wrote the RICO law. The 
law is being applied in ways that Congress may never have 
intended, but it has made the professor a star. 

G. Robert Blakey 
versus 

Michael Milken 

By Joe Queenan 

Notre Dame law professor G. Robert Blakey 
A struggle for the soul of the nation? 

Paul FettersMatrix 

T| WENTY YEARS AGO Congress 
tried to write a law making it 

financially catastrophic for 
swarthy men in sunglasses with ice 
picks sticking out of their dark shirts 
to do business with other, similarly 
attired men. Congress could not fig- 
ure out how to do this, so it wrote the 
Racketeer Influenced & Corrupt Or- 
ganizations Act instead. Michael Mil- 
ken, a somewhat rumpled type who, 
whatever his other failings, does not 
take an ice pick to the office, was stiM 
a student at Wharton when Rico was 
handed to prosecutors for use against 
kneecappers and designers of concrete 
overcoats. Even if Milken paid atten- 
tion to the act's passage, he certainly 
never dreamed it would ever be used 
against him. Well, it has been. 

When Congress passed the Rico Act 
in 1970, it wanted to enlist both indi- 
viduals and companies in the battle 
against organized crime. It gave pri- 
vate parties the right to file civil RICO 
suits against any individual or group 
committing two felonies within a 
ten-year period as part of a pattern. A 
"pattern" has since been interpreted 
to mean everything from a series of 
bullets fired by mobsters over a ten- 
second period of time, to a mailing of 
several thousand prospectuses con- 
taining false or misleading informa- 
tion over a period of several days. 

RICO has sharp teeth. Parties found 
liable of civil RICO can be forced to 
pay treble damages plus attorneys' 
fees; parties convicted of criminal 
RICO can be subjected to long prison 
terms, forfeiture of assets and huge 
fines. But even before conviction, the 
government has the right to freeze all 
or part of their assets. 

There is no conclusive evidence 
that  Congress  intended  RICO  as  a 
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THE MERCEDES-BENZ S-CLASS: 
RARE LEATHERS, PRECIOUS WOODS, FINE VELOURS 

AND PRICELESS SAFETY TECHNOLOGY 

<Jo automobile may soothe your senses quite like a 

4ercedes-Benz S-Class sedan. Upholstery is soft 

;love leather. The cabin 

5 trimmed in hand-fitted 

nlays of rare wood. The 

:arpeting underfoot  is 

)lush velour. Front and 

ear quarters are equally 

-pacious.  The interior noise level seldom rises 

ibove a murmur. 

Having put your body at ease, the engi- 

leers focused on the more vital task of putting your 

nind at ease. By cradling that exalted driving en- 

vironment in perhaps the automotive world's most 

mpressive network of safety-related technology. 

This is an amazingly agile and surefooted 

arge sedan. Steering feels almost ballistically ac- 

:urate. Should you have to suddenly brake hard on a 

ilippery road, the Anti-lock Braking System (ABS) 

Jiat the S-Class pioneered in America helps bring 

this almost two tons of moving automobile calmly to 

a stop. While you maintain steering control. 

Occupant protection, should trouble 

occur, is almost an S-Class engineering fixation. 

The car's body itself is the first line of defense. Front 

and rear "crumple" zones are meant to yield and 

absorb crash energy before its full force can pene- 

trate to the passenger area. An ingenious con- 

cept that Mercedes-Benz has constantly refined 

since inventing it in 1951. Sturdy windshield and 

door pillars are designed with rollover situations 

in mind. The fuel tank sits deep inside the body, 

between the rear wheels, and is fortified fore and 

aft by steel bulkheads. 

And the S-Class Supple- 

mental Restraint System 

now incorporates both a 

driver's and a front pas- 

senger's air bag as stan- 

dard equipment in V-8 models. In tandem with 

emergency tensioning retractors at both front three- 

point seat belts, this gives the S-Class the most 

comprehensive front occupant restraint of any 

luxury sedan. Electronically activated, computer- 

monitored, split-second restraint. These are high- 

lights in a story of safety mindedness-and resulting 

safety technology-that stands unique in the indus- 

try. And which perhaps explains why, in a 1988 

report on injury and collision loss experience by the 

Highway Loss Data Institute, the Mercedes-Benz 

S-Class had the lowest overall injury rate among the 

207 cars studied. 

Test-drive one of the four Mercedes-Benz 

S-Class sedans for 1989. You will discover that a 

deep sense of luxury is even more pleasurable when 

it is backed by a deep sense of security. 

® 
Engineered like no other car in the world 

© 1989 Mcnrrdm-Benzof N.A.. Inc.. Monlvalr. N.J 



means of keeping major Wall Street 
firms on the straight. The term "rack- 
eteering activity" is generally thought 
to embrace murder, kidnapping, ar- 
son, etc. However, Rico also includes 
a catchall category that covers various 
types of loosely defined fraud. Con- 
gress almost certainly was concerned 
here with Mafia-connected boiler 
room operations and the sale of coun- 
terfeit securities, but unfortunately 
the statute has been applied in such a 
broad way that more than 90% of 
RICO lawsuits today have nothing to 
do with the mob. 

That the law has Michael Milken in 
its net is largely because of a law 
professor named G. Robert Blakey. 

G. Robert Blakey? He's the Notre 
Dame law professor who wrote the 
statute when he was chief counsel to 
Senator John McClellan's (D-Ark.) 
subcommittee on criminal law, and 
who is not without his own personal 
and financial stake in the fate of the 
statute. 

To FORBES, Blakey seems to hold a 
personal animus toward anyone in a 
white collar. Mildness is not his man- 
ner. He launches shrill defenses of his 
bewildering offspring and is quoted 
portraying critics of RICO as "the vam- 
pire" who "tried to grab the virgin by 
the throat." 

Blakey's philosophy is perfectly ex- 
pressed in an August 1985 article in 
the National Law Journal, in which he 
wrote, "Victims of crime . . . rightly 
care little that their life savings are 
stolen by mobsters wearing black 
shirts and white ties or by accoun- 
tants while dressed in Brooks Broth- 
ers suits and white collars." 

Wait a minute, G. Robert. Actually, 
crime victims do care more about the 
guys in the black shirts because they 
kill, maim, and sell drugs to our kids. 
Moreover, when a wire house or ac- 
counting firm breaks the law, society 
usually views these acts as a deviation 
from routine. The Big Eight may con- 
duct some pretty crummy audits, but 
the Big Eight do not encourage crum- 
my audits as a professional policy. If 
Mike Milken did anything wrong, it 
wasn't his selling of junk bonds or his 
help for corporate restructuring but 
his alleged deviation from legal ways 
of achieving those ends. The Mafia, 
on the other hand, does monstrous 
things for a living. These are nuances 
that seem lost on the professor. 

"Mike Milken made $550 million 
in one year," Blakey proclaimed to 
FORBES. "Nobody else made that 
much in the history of the country 
except Al Capone What did he do? He 
cheated. What was Milken doing? He 
cheated. Of course, Capone stole and 

killed to do it." 
Well, yes, Capone did: He killed. 

And unlike Mike Milken he was con- 
victed of a crime (not murder, but tax 
evasion). Moreover, there is no uni- 
versal agreement that what Milken 
did was wrong. Several weeks ago 
prominent newspapers, including the 
Wall Street Journal, carried full-page 
testimonials signed by dozens of busi- 
ness leaders proclaiming, "Mike Mil- 
ken, we believe in you." They may 
yet be proved dolts for doing so. Yet 
no similar testimonials have been 
published on behalf of Fat Tony Saler- 
no or John Gotti, because the mob is 
the object of universal revulsion in a 
way that Drexel Burnham Lambert is 
not. Blakey seems to dismiss such 
niceties. 

Buoyed by his apocalyptic vision, 
which puts commercial fraud on the 
same level as throat-slitting, Blakey 

In some ways, being the 
foremost expert on RICO 
is like being the guy 
who designed the Titanic: 
We appreciate your 
showing us the blueprints, 
but we're certainly not 
giving you any more boat 
contracts. 

has, for all intents and purposes, used 
RICO to rewrite the Securities Acts of 
1933 and 1934. This irks people like 
Mitchell Lowenthal, chairman of the 
New York State Bar Association's 
Committee on RICO, who feels that if 
society is going to rewrite our securi- 
ties laws, it should do it through the 
front door, not the back. And Blakey 
should stay in the pantry. 

"You have to know how the securi- 
ties laws operate to make the laws," 
Lowenthal says. "I don't think that's 
Bob's area of expertise. If you don't 
play the game, you shouldn't be mak- 
ing the rules." 

There is no real dispute that Blakey 
is the foremost expert on RICO. On the 
other hand, given Rico's history, this 
is like being the guy who designed the 
Titanic We appreciate your showing 
us the blueprints, but you're not get- 
ting any more boa_t contracts. What's 
more, some critics complain about 
Blakey's idiosyncratic recollections of 
Rico's awkward birth. 

"Sometimes he remembers things 
that aren't there on paper," says An- 
drew Weissman, former executive di- 
rector of an American Bar Association 
Civil RICO Task Force. "And that's 
fine. But that doesn't help the rest of 
us who weren't there." 

Blakey's standing in the legal com- 

munity is, well, mixed. Prosecutors 
love him because he has provided 
them with the judicial equivalent of: 

the split-fingered fastball. But some 
academics, perhaps because they re- 
sent his access to the corridors of 
power, are less adulatory, sniping that 
Notre Dame Law School is not on the 
intellectual cutting edge. 

"He has never been seen as a schol- 
ar," says one Ivy League critic. "He is 
seen as a wide-eyed messianic type. 
He has a lot of people on the Hill who 
believe in him, and he has a lot of 
clout with Congress. But he has never 
published anything that would be 
thought of as scholarly." 

Unless, that is, you happen to think 
that anything that is suspicious of 
business automatically qualifies as 
scholarly. Blakey shows his hand 
when he publishes tracts that begin 
with "A struggle is being waged today 
for the soul of the nation—between 
the haves and have-nots. ..." Some- 
times he gets really fired up, linking 
his lonely vigil with Thomas Jeffer- 
son's battle against Alexander Hamil- 
ton, Andrew Jackson's duel with the 
banker Nicholas Biddle and Dred 
Scott's battle with the forces of evil. 

He is less likely to mention Wayne 
Newton's struggle with NBC, which 
was won with Blakey's help back in 
1986. In this instance, Blakey provid- 
ed, among other things, expert testi- 
mony supporting Newton's conten- 
tion that he had been libeled in an 
NBC television broadcast alleging that 
mob money was behind Newton's 
purchase of the Aladdin casino. 

A particularly persuasive snippet 
that Blakey volunteered was that 
though Newton had known a mobster 
in question for years, and had actually 
visited his home with his wife and 
children, the fact that wives and kids 
were present was evidence that no 
business dealings took place, because 
mobsters don't conduct business 
when family members are around. 

More illuminating than the testi- 
mony Blakey did give is the expert 
testimony the court decided to ex- 
clude from the trial. As noted, Blakey 
is an expert on wiretaps, organized 
crime and RICO. But he also moon- 
lights in the "discourse analysis" 
field. In a pretrial deposition, Blakey 
asserted that he had mastered a theory 
of language predicated upon "eight 
universal constraints of discourse," 
which would enable him to analyze 
textually the "extrinsic context" and 
"intrinsic context" of the NBC broad- 
cast and determine the "actual" 
meaning of the journalists' words. An 
example was his suggestion that the 
use of the word "idol" in describing 
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The contract is 
crucial. 
The details must 
be clear. 
And the approval 
must be immediate. 

Take charge with 
Adler-Royal. 

When the pressure is on to deliver, what you need 
is instant action and peak performance from 
everyone on your team. That's when your office 
equipment faces its most critical test. 

And that's when you can take charge with 
Adler-Royal, the office equipment that's backed 
by a century of experience. 

From word processors and typewriters to 
copiers, fax machines, calculators, accessories 
and supplies, Adler-Royal office products are 
built for heavy duty reliability, to operate 
smoothly under fire. To take the pressure and 
the pounding without missing a beat. To perform 
impeccably when the going gets rough. With 
no breakdowns. No compromises. No excuses. 

In today's hectic business climate, that's the 
kind of office equipment you need on your team. 

See your take-charge Adler-Royal dealer 
or call toll-free-1-800-468-1300 (in Utah 
1-800-922-3131). They'll show you how to equip 
yourself successfully for today's business warfare. 
And how to win the battles each business day. 

Adler-Royal Business Machines, 
Dept. FB, 200 Sheffield Street, Mountainside, 
New Jersey 07092. 
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There's one news analysis program considered "can't miss" by Washington officials. 
The McLaughlin Group. 

Among its chief assets are the wit and intellect of John McLaughlin, Eleanor Gift, 
Fred Barnes, Morton Kondracke, Pat Buchanan andjack Germond. 

They provide insightful, often prescient, political commentary on the most up-to- 
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contagious. 
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Wayne Newton created subliminal 
associations with the notion of an 
"idol with clay feet." You pulling our 
leg, professor? 

Isn't there something deliciously 
absurd in the notion that the author of 
one of the most bewildering statutes 
in history should haul down a few 
extra bucks as an expert on language? 
As Weissman says, "There aren't two 
consecutive words in the Rico statute 
that aren't under some sort of dispute. 
You feel like you're back in the 17th 
century. Blakey is knowledgeable in a 
lot of things, but he is not a person 
who believes that you solve a problem 
by simplifying things." 

Blakey told FORBES that he is not 
interested in money or fame, that he 
is "simply not moved by those con- 
cerns. I'm a law professor. I teach." 
Okay, then how about the $50,000 he 

The struggle for the soul of 
the American people that he 
sees going on today brings 
to Blakey's mind Thomas 
Jefferson's mighty struggle 
with Alexander Hamilton, 
Andrew Jackson's fight 
with the banker Nicholas 
Biddle, and Dred Scott's 
winner-take-all duel with 
the forces of evil. While 
we're on the subject of 
epic confrontations, 
how about Wayne Newton 
versus NBC? 

reportedly got from Newton? That's 
the figure John Jenkins serves up in 
his new book, Tfie Litigators. 

"I don't know where he got that 
figure from," exclaimed Blakey in sur- 
prise. "I don't remember what I was 
paid, but I'm sure it wasn't $50,000.1 
normally will get $2,500 a day and 
$250 an hour for preparation." He said 
that he had done substantial back- 
ground work on the case over several 
years and remarked, "Fifty thousand 
sounds a bit too high, but I don't re- 
member." He added, sounding as 
wobbly as some of the language in the 
statute itself: "If I remembered, I 
would probably tell you. No, I proba- 
bly wouldn't tell you. But I wouldn't 
try to hide it from you." 

It would be nice to do some linguis- 
tic analysis to determine the extrinsic 
meaning of that little sequence. In 
any case, Morton Galane, the Las Ve- 
gas attorney who hired Blakey, con- 
firms he didn't pay Blakey $50,000 to 
go to bat for Newton. "I believe I may 
have given Professor Blakey slightly 
more than that," recalls Galane. 

Blakey insists that "99% of my life 
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WHEN WE LOOK AT 
YOUR INSURANCE NEEDS, 

WE DON'T 
JUST SEE THE NUMBERS. 

An insurance company that 
only looks at the numbers is missing 
a big part of the picture. 

Take the photograph on the 
left as an example. It's not one pic- 
ture. It's actually separate photo- 
graphs of 65 of our customers put 
together as one. 

Now most insurance com- 
panies would see these 65 people 
as numbers in a group policy. At 
NWNL Group, we see 65 people 
with common but unique health 
care needs. 

The point being, that to be 
truly effective as a group insurer, 
you can't just look at the numbers. 
'Vbu also have to look at the people. 

Perhaps our case management 
program best typifies this kind of 
thinking. Here, we don't just look at 
the claim, we look at the people 
behind the claim. Their medical 
condition, special treatment needs 
and what will work best for them. 

Based on that information, 
we look for alternative treatment 
methods they can choose with 
their doctor. By doing this, we can 
increase the efficiency of the care 
and help control costs. 

Another area where we look 
closely at people, not just numbers, 
is flexible benefits. Here, knowing 
what individuals and their depen- 
dents want helps us design plans 
that satisfy both employees' needs 
and employers' budgets. 

Part of looking at things differ- 
ently is having an eye on the future. 
Our special study—Employee Bene- 
fits In The Year 2000—addresses 
that topic. For a copy call or write 
Rick Naymark, NWNL Group, Box 
20, Minneapolis, MN (612) 342-7137 

We think it could give you a 
better picture of the future. 

JiuNWNLGROUP 
Northwestern National Life Insurance Co. 

NWNL Group is a division of Northwestern National Life Insurance Company. Minneapolis. MN (not admitted in the state of New York) 
The North Atlantic Life Insurance Company of America, Jericho, NY (a member of The NWNL Companies, Inc). 
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South Africa than all other 
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For more information, 
see your Travel Agent, 
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is involved with teaching." Yet he is a 
partner in the Denver law firm of 
Cornwell & Blakey, where he logs 
approximately 700 billable hours a 
year working on Rico litigation. Rico 
cases account for one-third of the 
law firm's revenues. "He is with us 
quite a bit," reports colleague Barbara 
Blumenthal. 

Blakey rationalizes his absences 
from South Bend this way: "I don't do 
anything outside of class that doesn't 
have something to do with what I do 
in class. I am no different than a doc- 
tor who teaches in a hospital and op- 
erates on patients outside." 

Thus, Blakey has all the bases cov- 
ered. When he flies out of town to do 
RICO consultation, it is to make him a 
better teacher. When he argues RICO 
trials, it makes him a better teacher. 
When he defends RICO suits, it makes 

Blakey a linguistics 
expert? Whoa, there. 
As one critic of this 
infuriating law complains: 
"There aren't two 
consecutive words in the 
RICO statute that aren't 
under some sort of dispute. 
You feel like you're back 
in the 17th century. 
Blakey is knowledgeable 
in a lot of things, but 
he is not a person who 
believes that you 
solve a problem by 
simplifying things." 

him a better teacher. Oh yes, in addi- 
tion to giving expert testimony and 
helping other lawyers prepare RICO 
cases, Blakey also argues civil RICO 
cases from both sides. And the charm- 
ing clients he encounters in organized 
crime cases must provide illuminat- 
ing material when he gets back to the 
classroom in South Bend. 

So let us not forget that Blakey's 
nightmarish portrayal of a world 
without RICO is a highly subjective 
view. G. Robert Blakey is the linchpin 
of the RICO industry, and the longer 
RICO remains a hot topic, the longer 
his name stays in lights. 

And unless Congress does some- 
thing about it, RICO looks likely to 
remain as hot as ever. Recent rulings, 
such as those in the Second Circuit, 
seem to be sending a clear message: 
This may be a dud law, but it is the 
law, and if you don't like it, get Con- 
gress to fix it. 

But none of this gives one much 
confidence that RICO is a law that 
should be applicable to cases like 
Mike Milken's. ■ 
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The Up & Comers By Fleming Meeks 

Niches 

Rhino Records is not the kind of business 
that would attract a buyout offer from 
Sony, but it does provide a nice living for 
its music-stricken founders. 

The gold in oldies 

RICHARD Foos earned a sociolo- 
gy degree from California State 
University at Northridge in 

1972. He was about to take a job as a 
social worker in a high school in the 
slums of south central Los Angeles 
when he learned that one of his prede- 
cessors had been murdered on the job. 
Who needs that kind of career risk? 
What else could he do? Well, there 
was music; he had played bass guitar 
in a series of rock bands. But there 
wasn't much work for bass guitarists 
and he had to eat, so Foos began buy- 
ing and selling records at swap meets. 
From there he put fruit crates full of 
old albums on sawhorses in a store- 
front near the University of California 
at Los Angeles campus and opened 
Rhino Records. It was 1973. 

Harold Bronson studied sociology 
and the media at UCLA. A music freak, 
Bronson worked as a college rep for 
Columbia Records, wrote about rock 
music for the UCLA Daily Bruin and 
sang in a band called Mogan David 

Ann Summa 

Richard Foos < >;' Rhmo Records 
Hankering JOT the big time.? 
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For those who dream the impossible 
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resistant to six 
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the face, mark 
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seconds, days, and display the power 
reserve of this unique timepiece. The un- 
derside reveals a self-winding mechanical 
movement of brilliant Swiss design 
:hrough a clear sapphire crystal. 

La Reserve by Corum. Inspiration to 
all with the courage to dream. 

For brochure send $2.00 to Corum, 
Dept. FB, 650 Fifth Ave., N.Y., NY. 10019. 
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Hartmann presents a strong case, 
for your next case. 

And you don't have to be a 
lawyer to need one. You can be 
an executive. A sales executive. 
A rising executive. A junior exec- 
utive. Or, yes, a lawyer. 

You see, the evidence sug- 
gests that whatever you need to 
carry will be better carried in a 
Hartmann. Because it will be 
fully protected, and neatly orga- 
nized. And all that will help you 
make a good impression. 

Quite simply, Hartmann is 
dedicated to building 

the best case. With 
the best leathers. 
The best tweed.The 
best vinyl. And the 
best locks. 

Hartmann. No 
one builds a better 
case. 
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Handcrafted since 1877.™ 
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American Home 
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Airline International 
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Branch Travel 
Luggage Loft 
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Taylor Bros. 
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LaValise 
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That's Our Bag 
Wiggert's Not Just 
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and the Winos. In 1974 he teamed up 
with Richard Foos. The record store 
was no bonanza, but it was a living. 

In 1978, as a joke, Foos and Bronson 
and a few friends recorded a kazoo 
version of Led Zeppelin's 1969 hit 
song "Whole Lotta Love" and three 
other songs in a friend's garage. The 
record they made of the songs sold 
15,000 copies and earned about 
$15,000 for Bronson and Foos. 

This was a heck of a lot better than 
peddling records. Foos sold his record 
store and, with Bronson as partner, 
recast Rhino Records from retailer to 
producer. 

With gross revenues last year of 
around $20 million, Rhino is a very 
small animal in the $3.6 billion (esti- 
mated wholesale sales) U.S. record in- 
dustry. But Foos, now 40, and Bron- 
son, 38, have found a nice little niche 
repackaging 1960s rock 'n' roll. Last 
year, says Foos, Rhino earned "mid- 

As a joke, Foos and 
Bronson and a few friends 
recorded a kazoo version of 
Led Zeppelin's 1969 
hit song "Whole Lotta Love" 
and three other songs in a 
friend's garage. The record 
they made of the songs sold 
some 15,000 copies and 
earned the pair about 
$15,000. 

six figures," from 82 new releases and 
its catalog of about 450 albums. 

In 1983 Foos and Bronson released 
an album containing ten renditions of 
the old song "Louie, Louie," per- 
formed by an unlikely amalgam of 
artists—from the Kingsmen to the 
Rice University Marching Owl 
Band—and packaged it as The Best of 
Louie, Louie. "We thought the record 
would have really limited appeal," 
says Foos. In fact, however, the album 
sold close to 100,000 copies. Net to 
Rhino: probably around $135,000. 

Rhino has since produced dozens of 
"best of" collections by Sixties rock- 
ers, including Roy Orbison, the Mon- 
kees, Gene Pitney, the Yardbirds and 
the Turtles. 

The typical Rhino deal is simplicity 
itself. Suppose Gary Stewart, Rhino's 
vice president of artists and reper- 
toire, decides to put together an al- 
bum of raucous Sixties party tunes. 
First he selects a dozen songs, such as 
"Wooly Bully," by Sam the Sham and 
the Pharaohs, "Hang On Sloopy," by 
the McCoys and "Wipe Out," by the 
Surfaris. Rhino then licenses the re- 
cordings from their owners. 

Cost: about $500 per song as an 
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advance against royalties, which 
amount to 10% of the retail list price 
divided by the number of songs on the 
album. The typical Rhino album re- 
tails for $8.98; thus, the owner of each 
recording on the album receives 5 
cents to 9 cents per album sold, de- 
pending on the number of songs on 
the album. Another 5 cents or so goes 
to the owner of the publishing rights 
of each song. 

Russ Solomon, president of Tower 
Records, with 50 stores nationwide, 
says most oldies records are bought by 
browsers. In other words, distribution 
is the key to marketing. How do Bron- 
son and Foos get their records out to 
the stores? Rhino pays the distribu- 
tion arm of Thorn EMI between 15% 
and 20% of wholesale to distribute 
the Rhino label. 

After commissioning cover art and 
liner notes, doing nominal promotion 
and manufacturing ^^^^^^^ 
about 10,000 copies— 
the break-even point 
for most of Rhino's re- 
issues—Rhino's total 
upfront costs come to 
as little as $30,000 per 
album. To put that into 
perspective: Recording 
costs alone for a new 
album can easily top 
$200,000. 

Rhino Records' aver- 
age album sells only 
15,000 copies, but, says 
Stewart, Rhino's over- 
head costs are so low 
that 90% of Rhino's re- 
issues make money—      
sometimes very good ^*^"*" 
money. Released in 1987, Rhino's Ara/ 
Rock, an album for the modern college 
party animal, has sold over 50,000 
copies and has netted the company 
$60,000 or more. 

If such deals are so simple, why 
don't the major labels, which own 
most of the songs, cut Rhino out, and 
repackage and reissue the cuts them- 
selves? Two reasons. First, the over- 
head for Rhino's 50-person company 
is far, far lower than that of the major 
record companies, allowing the firm 
to make money on relatively low vol- 
ume. Second, explains Joe Smith, 
chief executive of Capitol-EMi Music, 
Inc.: "They (Rhino Records] do it a lot 
better than we do. They spend all 
their time thinking about it." 

Trish Nevarez, a "rock floor su- 
pervisor" at Tower Records in New 
York City's Greenwich Village, says 
Rhino makes up about 40% of the 
store's oldies sales, and that no other 
label so dominates a category. 

Nonetheless, Foos and Bronson are 

In 1983 Foos and 
Bronson packaged 
ten renditions of 
the old song "Louie, 
Louie," by an 
unlikely amalgam 
of artists—from 
the Kingsmen to the 
Rice University 
Marching Owl 
Band—and 
released it as "The 
Best of Louie, 
Louie." "We 
thought the record 
would have really 
limited appeal." 
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branching beyond their repackaging 
niche. Ten percent of Rhino's reve- 
nues already come from a 100-title 
line of videos that, like Rhino's rec- 
ords, mine the pop culture of the Fif- 
ties and Sixties. A series called "Teen- 
age Theatre," for example, features 
Fifties B-movies like High School Cae- 
sar, Teenage Devil Dolls and Rock Baby, 
Rock It. 

Rhino is also negotiating to acquire, 
for an estimated $1.5 million, the 
North American rights to the Rou- 
lette Records catalog and its subsid- 
iary labels, which include nearly 
1,000 original master tapes from nota- 
bles like Mitch Ryder and the Detroit 
Wheels, Frankie Lymon and the Teen- 
agers, and Tommy James and the 
Shondells. 

Do Foos and Bronson worry about 
running out of material to reissue? 
Hardly. Chortles Foos: "We haven't 
^^_^^_ even touched the Sev- 

enties hits yet." 
After that? Well, it 

probably was inevita- 
ble. Bronson and Foos 
have been tempted to 
venture out beyond 
what they know best to 
try their hand at devel- 
oping new material; 
they hanker for the big 
time. Last year, with 
production partner 
Heritage Entertain- 
ment, Rhino developed 
a late-night TV comedy 
pilot—Club Rtrino—iox 
ABC.  The  pilot never 

 made it on the air. Un- 
^^^^^^* deterred, Bronson says 
Rhino is footing the bill to develop 
two film scripts. 

The partners are also trying to dis- 
cover and promote their own record- 
ing artists—which puts them into 
competition with well-financed inde- 
pendent record companies like A&M 
Records and Geffen Records, as well 
as the major labels. Trying to break a 
new act can eat up cash in a hurry. 
Figure upfront costs of at least 
$150,000 to $200,000 per album- 
music videos alone cost a minimum 
of $40,000 apiece to produce. 

Maybe Foos and Bronson will blow 
everything they have already made in 
their effort to hit the big time. But 
they are on a track from which there 
seems no turning back. Says Bronson: 
"I don't think either of us intended or 
plotted to go into the record business. 
I just think that, in the Sixties, music 
was much more than mere entertain- 
ment. It was something that really 
shaped your life." 

Or maybe they won't blow it. ■ 
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NewMaxirnun 
Obviously, the car eating up 

the road above is no ordinary 
Subaru. In fact it's a car designed 
to be like no other 

)r\ the new Subaru Legacy.™ 
The largest, I fill Subaru 
ever built. 

And if you nu\ 
its gracefully sculpt 
design, you'll find . 
©Subaru of America, Inc  / i 

engineering marvels. Perhaps none 
more impressive than its 16-valve 
horizontals opposed aluminum 
engine. An engine created for 
maximum acceleration and power. 
With minimum vibration and 
noise. An engine so rare its design 
can only be round on two other 
cars: Ferrari Testarossa and 
Porsche 911. 

ol include dealer preparation, inland transportation, taxes. 

Of course, what good is trJ 
mendous power without die abl 
to properly control it. According 
the Legacy boasts such strong 
suits as a maximum stability sus.j 
pension svstem, electronic auto- 
matic transmission for maximur J 
efficiency, and standard 4-wheel 
disc brakes. 

Furthermore, vou can pur-1 
license and state or title fees. Dealer's actual price ma * 



The Subaru Legacy 
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■ ase a Legacy with road 
I tiding front wheel drive or 
i" world's most advanced 
i mputerized full time four wheel 
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Gorbachev is acting friendly and the feder- 
al budget is busted, so a lot of people think 
SDI is a lost cause But... 

Star Wars 
isn't dead yet 

By Tatiana Pouschine 

THE BOMBER WILL always get 
through." With those words, in 

1932, Britain's future prime 
minister, Stanley Baldwin, dismissed 
the pleadings of Winston Churchill 
and some Royal Air Force people that 
Great Britain build an air defense sys- 
tem. Why waste precious taxpayer 
money on gadgets that 
wouldn't work? Everyone 
knew that the bombers 
would always get through. 

Baldwin was echoing 
the opinion prevailing 
then that in the next war 
aerial bombing would be 
so devastating that mas- 
sive retaliation would be 
the only defense. He was 
advocating what today we 
call MAD—mutually as- 
sured destruction. 

Although short of both 
money and time, fortu- 
nately for the Free World 
Britain went ahead with 
radar, barrage balloons, 
improved antiaircraft 
weapons and, most important, fast, 
mancuverable interceptor planes— 
the Spitfire and the Hurricane. In the 
ensuing air war, Britain was bloodied 
but not beaten by the Nazi bombers. 

That British debate of more than a 
century ago foreshadows in many 

ways tod ne over the Strategic 
De<r ive—Star Wars. 

sue is defense ver- 
ms of deterring 

. oncept came 
goals, the U.S. 

would ha n would, like 
\i light- 

blunt an)   • -ion. 
Wherestan in the 

age of perei ti Rud- 

man? After the expenditure of $16 
billion in federal funds, parts of the 
system are off the drawing boards and 
well into the experimental phase. 

This spring from White Sands, 
N.M. a 24-foot-long cylinder will be 
launched into space. Called the Beam 
Experiments Aboard Rocket, it will 
hold apparatus to generate a neutral 
particle beam. This launching is a 

Britain's Stanley Baldwin and Winston Churchill 
It's 1932. Foreshadowing today's debate on SDI. 

first step toward a beam so powerful 
that it can penetrate the skin of a 
missile and destroy it, and so sensi- 
tive that it can probe the missile's 
payload after it is released to deter- 
mine whether it is a warhead or a 
decoy. Whether or not the gadget 
works on first try, it is already a step 
toward developing a nonnuclear re- 
sponse to a nuclear attack. 

Neutral particle beam accelerators 
have been under development at Los 
Alamos since the 1970s. Research has 
gone on more intensively there—and 
at Brookhaven National Labs on New 
York's Long Island and Argonnc Na- 
tional Labs near Chicago—since Pres- 
ident Reagan authorized SDI in 1983. 

The concept is still a long way from 
fruition. Donald Cobb, a physicist, 
manages the BEAR project at Los Ala- 
mos. The youthful scientist compares 
the technological breakthrough to re- 
ducing particle beam components 
from the size of a two-story building 
to that of a dining room table, the 
compression achieved without any 
loss in the beam's intensity. The 
beam consists of negative hydrogen 
ions accelerated in a specialized field 
produced by a radio frequency. "In 
some sense it is like water at the top 
of Niagara Falls that gains tremen- 
dous power as it falls to the bottom," 
Cobb says, switching metaphors. 

Other tests of SDI technology are 
under way: 

The Delta Star, a satellite loaded 
with sensors, was launched in late 
March, SDI scientists are using it to 
try to learn to "see" the fiery exhaust 
of a rocket launched from earth. Such 
an early warning is crucial to any ef- 
forts to destroy the rocket before it 
can reach its target. Delta Star will 
remain in orbit for several months. 

Back on earth, a series of ground 
tests known as On Target will test the 
concept of space-based interceptors. 

Inside a huge room, an in- 
terceptor, suspended in 
simulated space, will hov- 
er, tracking a missile 
plume fired from a sta- 
tionary motor. The inter- 
ceptor's motion will be 
studied to determine 
whether it is getting the 
right information at the 
right time to track the 
plume correctly and 
whether the computer 
that controls it is working 
off what the sensors see. 

This summer the High 
Endoatmospheric Defense 
Interceptor (HEDI) will be 
tested for flight-worthi- 
ness. This is a ground- 

based, nonnuclear weapon designed 
to destroy warheads in their final 
stage of flight, as they head toward the 
earth at 17,000 feet per second before 
exploding. It will be tested against a 
target sometime in 1991. 

Toward the end of this year, a space 
mirror will be launched, initiating 
testing of laser power as a way to 
destroy dangerous targets. The Relay 
Mirror Experiment involves putting a 
satellite into orbit with a mirror 
roughly a third of a meter in diameter. 
Pointing toward earth, the mirror will 
tilt to relay a ground-based, low-pow- 
er chemical laser beam onto a target. 
To burn through the skin of a missile, 
the reflected laser would have to stay 
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on one spot even though the missile is I 
traveling at enormous speed. The test 
will try to determine how accurately j 
the mirror can be pointed. 

All these experiments are still a 
long way from creation of an effective 
defensive shield against nuclear at- 
tack. But it is a start and a fairly 
promising start. 

What would a successful, finished 
SDI system do? It would have basically 
three lines of defense. If one failed, the 
next would take over to detect and try 
to destroy incoming hostile missiles. 

First line: 
Missiles usually consist of two or 

three separate stages known as boost- 
ers. On the uppermost stage sits the 
"bus" carrying the warheads. In the 
boost phase, which lasts up to five 
minutes, the missile rises through the 

"The Soviets understood 
that. . . SDI would create the 
core of new, advanced 
or even revolutionary 
military technologies." 

earth's atmosphere, leaving an ex- 
haust plume. This is the missile's 
most vulnerable phase: Satellites us- 
ing infrared technology can pick up 
the heat from its exhaust. Hitting a 
missile in this early stage offers the 
biggest payoff because the missile has 
not yet released its deadly warheads. 

Intercepting the missile during this 
phase poses huge technical difficul- 
ties. Here is an object streaking at 
over 15,000 miles an hour, thousands 
of miles away, that must be hit within 
minutes after it has left its silo. 

If SDI proves out, this split-second 
accuracy would be achieved as fol- 
lows: A satellite 22,000 miles up, us- 
ing infrared sensors, will detect and 
track the missile on its initial launch. 
It will then signal an interceptor to 
come in and kill the nuclear-tipped 
aggressor. These killers would be 
launched from the nearest of some 
200 "garages" carrying 6 to 12 inter- 
ceptors. These garages would orbit 
the earth about 500 miles up. 

Second line of defense: 
If the interceptor misses, SDI gets a 

second chance, when the hostile mis- 
sile releases its warheads and decoys. 
In this midcourse phase, perhaps 20 
minutes long, the hostile warhead 
and its decoys arc over the earth in an 
unpowered ballistic trajectory. 

The above-mentioned neutral parti- 
cle beam is expected to be the best 
answer for destroying the missiles at 
this stage. The neutral particle beam 
would shoot a stream of fast-moving 
hydrogen atoms at a missile. Travel- 
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ing at half the speed of light, the beam 
can reach a missile in a fraction of a 
second. It penetrates the surface of the 
object and determines whether it is a 
warhead, a decoy or chaff. If it is a 
warhead, the beam can disarm its 
electronic guidance systems. 

There is yet a third line of defense: 
In the missile's final, or terminal, 

phase, the warheads reenter the atmo- 
sphere. Using radar, ground-based, 
fast-accelerating interceptor rockets 
will head for any warheads still alive; 

it will take fast, pinpoint tracking, but 
it may be possible. 

It may be possible; the fact is, no- 
body knows, and the American public 
and Congress will be reluctant to 
commit countless billions for the 
merely possible, especially at a time 
when there is a lid on 
spending and when our 
most likely aggressor, the 
Soviet Union, is making 
unmistakably peaceful 
noises. 

Clearly, the $16 billion 
already spent on SDI is 
only a fraction of the cost 
to set up an actual system. 
Estimates run from $150 
billion to $200 billion, in- 
cluding the second and 
third levels of defense. 
Spread over a period of 15 
years, this becomes less 
frightening, but it is still 
formidable given the new 
awareness in Washington 
that even the U.S. has fi- 
nite resources. 

As a result there is a great deal of 
revisionist thinking on SDI, which 
will certainly figure in the eventual 
strategic review that Defense Secre- 
tary Richard Cheney will prepare for 
President Bush. One form of revision- 
ism revolves around the so-called 
Brilliant Pebbles approach that was 
pushed heavily in the "end of tour" 
report of General James Abrahamson, 
the recently departed head of SDI. This 
incorporates SDI goals and technol- 
ogy, but on a limited basis: As many 
.is thousands of small satellites would 
be launched with conventional boost- 
ers and orbit permanently. These 

es would steer to impact a 
>ile, killing it by kinetic energy, 

not with an explosive or beam. Bril- 
liant I\-bble; would be relatively 
cheap—$10 billion for Rikn and de- 
ployment, reducing the entire first 
phase of the system from an estimat- 
ed $69 billion to less than $55 billion. 

But even Brilliant Pebbles has prac- 
tical difficulties. We would have to 
learn how to mass-produce a satellite 
(never been done), and how to launch 

thousands of the satellites fairly 
cheaply (never done). There is a possi- 
bility that putting enough of them to 
be effective in different orbits might 
clutter space too much to allow safe 
space science. An alternative would 
be for the Pebbles to be parked in 
"racks"—i.e., magazines of space- 
based ammo—but that would reduce 
their effectiveness. In addition, the 
system still depends, as does any com- 
prehensive defense-strategy, on space- 
based sensor satellites, which may be 
vulnerable to attack. 

Also cheaper, if far less ambitious, 
is the High Endoatmospheric Defense 
Interceptor, a relatively simple anti- 
ballistic missile system based almost 
100% on existing but sophisticated 
technology.   Compared  with  space- 

the SDI office counters that, unlike 
missiles that must be superlight, sat- 
ellites can be protected. To arm the 
seeing-eye satellite sensors against la- 
sers, SDI is working on using a new 
diamond crystal coating technique, 
developed to protect laser optics even 
against radiation, to harden satellite 
electronics, making them invulnera- 
ble to lasers, SDI scientists are also 
experimenting with "blinking" sen- 
sors that, like the human eye, auto- 
matically close when they sense de- 
structive beams. 

If any of these concepts worked out, 
it would be possible to protect SDI'S 
eyes from a blinding first strike. 

SDI faces opposition on many 
grounds: financial, geopolitical and 
technological. However, few people 

Pamela Price Picture Group 

Defense Secretary Richard Cheney and President George BnsJj 
Limited dollars: tough decisions. 

based technology, it is crude. Some in 
Congress see it as good only for point 
defense of a couple of our missile 
fields. Advantages: relatively low cost 
(a probably believable $10 billion or so 
for the initial deployment of about 
100 interceptors); quick to deploy. But 
this is limited defense—analogous to 
a situation whereby the British would 
have used their radar and fighters to 
protect only their airfields against 
German attack, leaving London and 
Liverpool defenseless. In short, HEDI 
IS simply an addition to mutually as- 
sured destruction. The bombers will 
always get through. 

So, too, with several leading rival 
programs for the defense dollar, 
which will be touted as cheaper but 
essentially offer nothing more than a 
strengthening of the existing U.S. 
ability to retaliate against a first 
strike: You hit us, we'll still have 
enough strength left to hit you back. 

SDI opponents argue that, given 
time, a potential enemy could find 
means to use a first strike to knock 
out the seeing eyes of SDI, thus crip- 
pling the whole system. Maybe, but 

seriously believe that the 
U.S. should disarm, and 
any sensible person real- 
izes that the Soviets, even 
if they scrap some mis- 
siles and conventional 
arms, are not going to 
abandon research of the 
kind SDI represents. 

It may well turn out, 
too, that the SDI idea 
helped bring the Soviets 
to the bargaining table in 
a more sober mood. Presi- 
dent Reagan's initial SDI 
proposal in March of 1983 
for a space-based defense 
system was greeted with 
cries of outrage from the 

     U.S.S.R.     The     outrage 
fooled no one. The Soviets, their econ- 
omy in tatters and already having 
achieved vast superiority in conven- 
tional arms in Western Europe and 
parity in strategic arms, wanted to 
discourage the U.S. from stepping up 
the pace of its development of mili- 
tary technology. Hadn't the Soviets 
nearly caught up in submarine tech- 
nology, with silencing equipment? 
Were they about to be subjected to yet 
another costly race? As Dennis 
Kloske, deputy under secretary of de- 
fense, put it: "The Soviets fully under- 
stood the development of an SDI and a 
technology demonstrator program 
would create the critical core of new, 
advanced or even revolutionary tech- 
nologies for conventional defense." 

This understanding helped produce 
a Soviet willingness to get serious 
about nuclear disarmament. In that 
sense, SDI already represents money 
well spent. Abandoning SDI at this 
point would clearly reduce our lever- 
age on Soviet willingness to negotiate 
seriously. However much the present 
Administration agrees to pare defense 
spending, it is unlikely to kill SDI. ■ 
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In an age of massive corporate restructur- 
ing and leveraging, Amoco Corp. remains 
a conservatively managed company and a 
highly successful business. 

First-rate 
company 

By James Cook 

A QUARTER OF a century ago, 
FORBES quoted John E. Swear- 

k ingen, the flamboyant and 
bullheaded boss of what is now 
Amoco Corp.: "Let's face it, in many 
respects we're a second-rate compa- 
ny." Swearingen always claimed we 
had quoted him out of context, but 
the fact remains that Amoco—Stan- 
dard Oil Co. (Indiana) as it was then— 
scarcely ranked in the first tier. 

Nobody would say that Amoco was 
second-rate today. Swearingen and his 
successor have changed all that. Prov- 
ing that even giant companies can be 

turned around. 
Chairman Richard M. Morrow runs 

the Chicago-headquartered oil major 
in a style as low-key and understated 
as Swearingen's was colorful and out- 
spoken, but today Amoco is one of the 
two or three most successful major 
outfits in the business. 

Last year was hardly a banner one 
for oil prices, but it was nonetheless 
the second best in Amoco's 100-year 
history. Amoco posted a 52% gain in 
earnings on a 6.5% gain in revenues. 
It carried a good 8.6% of its $23.9 
billion revenues down to net income, 
more even than Exxon and Mobil did. 

Maybe  best  of all,   Amoco  once 
kidurtl [\-rk 

Amoco <>■■ 
Getting a cornet tfuel of the future. 

again replaced all its production with 
new reserves, as it has for a decade 
now—replaced it several times over, 
in fact, thanks largely to two major 
acquisitions late last year. And it did 
so at some of the lowest finding costs 
in the industry. This at a time when 
big oil companies like Texaco and 
Phillips Petroleum were using up 
their oil reserves faster than they were 
finding new ones. 

Everywhere one looks, Amoco is a 
first-rate operation. Take its refining 
and marketing. Refining and market- 
ing margins almost always improve 
when crude prices drop, because retail 
prices generally fall more slowly than 
raw material costs, but Amoco did 
more than cash in on falling crude 
prices. Its gains in the marketing and 
refining areas came in good part from 
improved efficiency. It achieved this 
efficiency by closing down 7.7% of its 
worldwide refining capacity in the 
five years between 1983 and 1988— 
and yet refining more oil than before. 
It has reduced its network of service 
stations by 43% and, despite that, in- 
creased its overall market share from 
7.9% to 8.7%. 

Behind all this is some mighty 
smart marketing. Amoco has persuad- 
ed its customers to pay premium 
prices for its branded high-octane un- 
leaded gasolines—93-octane Ulti- 
mate, 89-octane Silver, products that, 
according to Salomon Brothers ana- 
lyst Bernard Picchi, cost Amoco 2 to 5 
cents more a gallon to produce and 
cost the customer 5 to 20 cents more a 
gallon to buy. Result: just about the 
highest number of gallons sold per 
station (1.3 million per month) and 
the highest profit per gallon of refined 
products (5.6 cents) in the industry. 

Amoco has fared nearly as well in 
chemicals, which provided 33% of 
last year's net income. Amoco's refin- 
eries produce most of the petrochemi- 
cal feedstocks Amoco Chemical uses, 
and Amoco Chemical skillfully ex- 
ploits that raw material base by break- 
ing it down into its various chemical 
derivatives. For example, purified 
terephthalic acid, used in beverage 
bottles and in polyester fibers, is one 
of the company's most important and 
fastest-growing products. 

"The products we're in will still 
provide good growth opportunities 
long term," Morrow says. "I'm not 
going to tell you 1989 is necessarily 
going to be as strong as last year 
was"—rising feed stock prices are 
putting pressure on margins—"but I 
think it'll be another good year." 

For Amoco, as for much of the oil 
industry, the low price of oil has 
turned the onetime crown jewel—ex- 
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ploration and production—into a di- 
saster area. Amoco did report $631 
million in profits from production of 
crude and exploration, but this was 
misleading. Over half that came from 
the nonrecurring settlement of Amo- 
co's take-or-pay contracts with natu- 
ral gas customers. Without them, 
Amoco earned only $288 million 
worldwide, a drop of 64% from the 
year before—one of the sharpest de- 
clines of any major oil company. 

To remedy its exposure to the low- 
profit U.S. market, Amoco has for 
some years now been shifting its ex- 
ploration and production emphasis 
overseas, where the prospects and re- 
turns are significantly better. Last 
March Morrow announced he was 
cutting Amoco's U.S. exploration 
staff by about 10%. This year, for the 
first time, Amoco is committing 
more than 50% of its oil exploration 
overseas, and the percentage could go 
even higher. 

About 15% of Amoco's planned $2 
billion in 1989 exploration and pro- 
duction spending is likely to go to 
Canada, where last fall Amoco laid 
out $4.2 billion for near bankrupt 
Dome Petroleum (FORBES, NOV. 2, 
1987). Dome never had the cash flow 
to exploit the enormous reserves it 
acquired in the late Seventies and ear- 
ly Eighties—natural gas reserves pri- 
marily—but Amoco does, and it has 
committed itself to spending $2.1 bil- 
lion over the next five years develop- 
ing the Dome properties. "We're in- 
trigued with some of the exploration 
opportunities we see," says Morrow. 

Dome has made Amoco the largest 
natural gas producer in North Ameri- 
ca, but it's a long-term strategic acqui- 
sition, not a short-term moneymaker. 
Dome piled up an enormous amount 
of debt in the early Eighties, so much 
so that by 1987 the interest charges 
were running around $486 million 
and its overall losses around $240 mil- 
lion. Now Amoco's Canadian affiliate 
has had to pick up that burden. 

"We think the combined cash flow 
will take care of the debt obligations," 
Morrow says, "and still support the 
kind of exploration program we want 
to carry out on the combined acreage. 
So from a cash flow standpoint, even 
though earnings may be down, the 
Dome acquisition isn't a drain on us." 

The fact is the Dome deal makes 
sense only from a long-range point of 
view. On a pro forma basis, Dome 
would have reduced Amoco's earn- 
ings by over $145 million last year— 
28 cents a common share—and the 
likelihood is that it will continue to 
depress the company's results by as 
much as $100 million annually over 

the next several years. Morrow says: 
"Until we get that debt paid down, 
why, we're not going to see an earn- 
ings contribution from Canada for 
some time. A lot will depend on what 
happens with the price of oil and nat- 
ural gas. We were looking at some- 
thing like three to four years' dilution 
at the most." 

But as Amoco and Dick Morrow see 
it, natural gas is the fuel of the future, 
and the short-term penalty from 
Dome is a small price to pay for such a 
rich opportunity. "Natural gas is go- 
ing to play an increasingly important 
role in this country's energy security. 
A decline in domestic oil production 
appears inevitable," Morrow says, 
"but we believe natural gas supplies 
can be maintained at or above current 
levels for the rest of the century." 

What of 1989? It shapes up as a 
difficult year. Oil prices are up, but 
whether they'll be up enough to offset 
the Dome losses and the absence of 

"A decline in oil production 
seems inevitable, but 
natural gas can be 
maintained at current levels 
the rest of the century." 

those take-or-pay settlements is any- 
body's guess. Many analysts are pre- 
dicting earnings will be lower this 
year than last year's $4 a share, the- 
estimates of the decline clustering 
around 15%. 

Morrow is clearly building for the 
long term. For the shorter term he 
still has an option that many other 
oil company managements have al- 
ready used: hyping earnings per share 
through greater use of leverage. Ex- 
cept for the Dome acquisition, a buy- 
back of 12% of its stock in the mid- 
Eighties and the 1985 spinoff of Cy- 
prus Minerals (FORBES, Aug. 8, 1988), 
which went public at 12 and now 
sells around 40, Amoco has done lit- 
tle restructuring; its debt-to-equity 
ratio is still fairly conservative. 

The stock market has penalized 
Amoco somewhat for this: Its stock 
sells at the same P/E ratio as that of 
more leveraged companies like Tex- 
aco—meaning that, overall, the mar- 
ket puts a lower relative value on the 
company than on more leveraged 
competitors. If push comes to shove, 
however, Dick Morrow can easily en- 
hance earnings per share by substitut- 
ing debt for equity. Will he do so? 
Morrow is ambiguous. Says he: "We 
are confident that an accommodation 
can be reached between the longer- 
term nature of our business and the 
need for regular growth in return." ■ 
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or 42 years he dreamed of owning a baseball team. In three days, we made it a 
*ality. 

A true story. Ever since he was old enough to know that the umpire was blind, he lived and died with 
his favorite team—always dreaming that someday he would own that team. 

Years passed and the wide-eyed boy became a man of means. Then one day, a fraction of a National 
League team—his team—was up for sale. 

It was a window of opportunity he knew would not stay open for long. So he called U.S. Trust. Within 
three days, we were able to provide him with the financing he needed. 

At U.S. Trust, we're able to fulfill our clients' banking needs with remarkable responsiveness. 
A responsive, attentive private banker is just one of the highly qualified professionals available to you 

at U.S. Trust. From savvy portfolio management to tax counselling and estate planning—if it concerns 
your money, U. S. Trust has a well-versed specialist to advise you. 

If you think you could benefit from this level of service in private banking, contact Geraldine 
McNamaraat (212) 599-5600 (U.S. Trust of New York), Howard E.N. Wilson at (407) 659-1550 
(U.S. Trust of Florida) or William R. Barrett at (213) 488-4000 (U.S. Trust of California). 

LLSXrust Uncommon expertise in managing wealth. 



O beautiful f( 

Wide open spaces have quite a way of 
moving people. Reason enough to stretch 
out in the Honda Accord. After all, our 
4-Door Sedan is surprisingly expansive. 
It has more front headroom and front 
legroom than a long list of luxury cars. 

Of course, the IX model shown above 
I.I ( I'IKX \iiKi>m rtmda li 

is an excellent place to introduce your la 
to luxury. Air conditioning is what you'd 
expect. Standard. As are power door loc 
and windows. And cmise control. 

With a Honda-like eye for ergonomic, 
the seats are sculpted and supportive. 
Assist handles are appropriately located 



spaciousness. 

'The steering column is adjustable to 
fliximize your personal space. And an 
Ictronicaily tuned stereo system takes 
11 advantage of the fine acoustical space 
| it is the Accord LX. 
11 No doubt, you'll find yourself singing a 
c use or two. Accord LX HONDA. 



Lincoln Property's failed $22 million Lincoln Pointe office center in Tampa 
"These guys are so far underwater that there's no equity in most of these deals." 

Jose Fernandez 

Flush with oil-boom optimism, three Texas 
developers went national in a big way. 
They ended up exporting overdevelopment 
to other parts of the country. 

"The dinosaurs 
are dying" 

By John H. Taylor 

^^^ UIETLY,       ALMOST       INVISIBLY, 

WgM three of the nation's largest 
^^^ property developers are disin- 
tegrating, victims of an oversupply of 
buildings. They have dramatically 
slashed staff, cut back on construc- 
tion, restructured debt and are strug- 
gling desperately to survive. Tram- 
mell Crow Co. and Lincoln Property 
Co. today face annual cash flow defi- 
cits totaling hundreds of millions of 
dollars. Vantage has already under- 
gone a massive reorganization, cut- 

ting half its staff. 
"What you are witnessing is the 

dinosaurs dying," says a former Lin- 
coln executive. 

It is no accident that all three are 
Dallas-based, largely local outfits that 
went national in the days when the 
oil boom was creating the illusion 
among some Texans that they were 
supermen. Nourished by dreams of 
national glory, Crow, Lincoln, Van- 
tage and others embarked on an un- 
precedented expansion in the early 
1980s. Their staffs more than doubled 
as they built everything from strip 

shopping centers to skyscrapers, from 
Charlotte to Seattle. By 1986 the three 
ranked among the country's seven 
largest developers. 

Executives at Trammell Crow, Lin- 
coln and some of the major real estate 
investors like Met Life and Travelers 
declined to talk with FORBES. But we 
had no trouble finding many former 
partners willing to speak. Most re- 
quested anonymity because they still 
have partnership interests in various 
projects. Universally, they say today's 
problems are as serious as those of the 
mid-1970s, when Crow and Lincoln 
came within a whisker of extinction. 

The collapse of the Southwest real 
estate market is just one part of this. 
Many of the troubled properties are 
situated elsewhere in the U.S. More: 
Many of the projects, big and small, 
made no financial sense in the best of 
times. Some of the most spectacular 
failures have been in cities like Tam- 
pa and Minneapolis, where real estate 
is by no means depressed. 

Too many ill-conceived projects 
were built for fees rather than the 
profits the buildings would generate 
once the projects were completed and 
subsequently sold. As on Wall Street, 
there's been too much money chasing 
too few deals. 

A Trammell Crow partner recalls 
that pro formas—the basic develop- 
ment documents that justify the proj- 
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Tu 
When this 

• • r became history, 
we were there. 

The loss of a home 
and everything in it can 
rank as one of the worst 
traumas imaginable. Both 
financially and emotionally. 
However, with the Atlantic 
Master Plan you can protect 
yourself from ever having to 
face a financial catastrophe of 
that magnitude. 

The Atlantic Master Plan 
has been called the most com 
prehensive personal insurance 
plan available. It's an adaptable 
package that covers not only 
your primary home, but second 
homes, automobiles, jewelry, fine 
art, computers, boats and more. 
In other words, everything your 
separate homeowner, automobile 
and liability plans cover. But the 
Atlantic Master Plan is more than 
comprehensive. It's a better value 
than buying separate policies. 

Furthermore, because we 
are a mutual company the value 
of the Atlantic Master Plan is 
further enhanced through the 
possibility of dividends. 

If you're looking to 
simplify your personal insurance 

needs and want to deal with a 
company famed for its respon- 
siveness and fairness in claims 
handling, ask your agent or broker 
about us. 

We're making history, too. By 
being an insurance company you 
can depend on. 

Atlantic Mutual, 45 Wall 
Street, New York, NY 10005. 
The Atlantic Master Plan is not available in all states 

=^AtlanticMutual 
What insurance is supposed to be. 

Atlantic Mutual Insurance Company 



FLORIDA TOPS 
THE U.S. IN NEW 

PLANTS AND 
EXPANSIONS. 

Top Ten States in 
New Plants and Expans ions 

1988 1986-88 

Florida 335 Florida 805 

CA 313 CA 797 

NC 282 NC 629 

NY 248 IL 585 

OH 218 TX 558 

KY 214 NY 517 

GA 204 GA 505 

IL 193 KY 484 

TX 180 VA 433 

VA 174 Ml 409 

Source: Conway Data Survey 

According to a recent 
survey, Florida has now 
climbed to number one in 
new plants and expansions. 

But unlike many surveys, 
this one isn't based on statisti- 
cal compilation or hypothe- 
sis. Instead it's based on the 
actual number of significant 
corporate investments that 
took place. 

That kind of dollars and 
cents commitment doesn't 
just happen. 

There are reasons. 
The same ones, in part, 

that have made the Sunshine 
State number one in the 
Southeast in virtually every 
manufacturing category. 

The information is avail- 
able that explains these 
reasons in detail. 

Call 1-904-488-5507 or 
write the Florida Department 
of Commerce, Division of 
Economic Development, 
501 Collins Building, Suite FB, 
Tallhassee, Florida 
32399-2000. 

ELOMHA 
People like where 

the 

The $100 million Lincoln Centre in Minneapolis 
Lincoln's half-interest was sold to Met Life for only $6.5 million. 

Layne Kennedy 

ect economically—in almost all mar- 
kets were based on the assumption 
that each market, regardless of loca- 
tion, would perform as Texas had be- 
tween 1978 and 1982. The developers 
had forgotten that what can go up can 
also go down. 

So, where a deal didn't at first make 
sense, the developers would often 
change their assumptions to make it 
seem to make sense. For example, 
Lincoln's way of coping with inflated 
land prices for Dallas retail projects 
was to build two-story shopping cen- 
ters like Stratford Court and Friday's 
Court. Ever been on the second floor 
of a strip mall? Neither have most 
people. The second floors of both proj- 
ects are still largely vacant. 

In any case, the developers them- 
selves frequently had little invested 
in the outcome. Since most of the 
larger projects were being financed on 
a nonrecourse basis—meaning the de- 
veloper was not personally obligated 
for any losses on the project—the de- 
veloper had little personal risk. 

Regardless, the builder collected de- 
velopment fees ranging from 2% to 
5% of the construction cost. In 1986, 
for instance, Lincoln and Trammell 
Crow had a total of $3.5 billion in 
construction under way. Total devel- 
opment fees: about $120 million. 

In their haste to expand around the 
country, these companies hired a host 
of young partners, often M.B.A.s or 
former leasing agents with no devel- 
opment experience. These partners 
knew they had to build to make mon- 
ey because, by tradition, they are paid 
paltry base salaries, $18,000 to 
$24,000 a year. Their income picks up 
only when and if the project gets un- 
der way and development and leasing 
fees start pouring in. The ultimate 

94 

payoff, of course, occurs when a proj- 
ect is sold at a huge profit. 

In most cases that never happened. 
"These guys are so far underwater 
that there's no equity in most of these 
deals," says Samuel Zell, a savvy Chi- 
cago real estate investor who has 
raised $400 million to buy problem 
properties. "There's debt on these 
things of 120% of value. You can't get 
your money out." 

Many of the big lending institu- 
tions urged the builders on. Despite 
evidence of severe overbuilding, the 
life insurance companies poured 
money into real estate until 1985. In 
many cases they were investing for 
pension funds in return for a fee par- 
tially based on how much they put 
out. "I can recall meetings with an 
insurance company when we had rent 
projections of, say, $24 a foot on a 
project," says a former Lincoln offi- 
cial. "The insurance guys told us to 
change to projections of $28 so they 
could get the loan through their com- 
mittee. That was common then." 

Those days are gone. These days at 
Trammell Crow, former partners say, 
the annual cash flow deficit is some- 
where between $100 million and $300 
million. For example, Crow's $40 mil- 
lion Dallas office building called Pres- 
ton Commons is only 57% occupied 
after nearly three years. "They are 
already starting to pass the hat among 
the partners," a former partner says, 
"but there are no sources of cash flow 
anywhere that can pay for these kinds 
of deficits." Lincoln, said to face a 
cash flow deficit of around $75 mil- 
lion, has handed back office and retail 
projects in Dallas, Austin, New Or- 
leans, Minneapolis and Miami. In 
some cases it got a small amount of 
cash for its equity. 

FORBES, MAY 1, 1989 



 Secrets of successful money managing.  
Number 4 

How Old Money 
gets that way. 

The idle rich may be idle, but don't assume their money is. 
If you could look behind the scenes, you'd see that Old Money the kind 

that's passed from generation to generation, is usually in the hands of expert 
money managers. These professionals are paid to see that their clients' money 
is invested in very safe securities that pay a high return. So, while the Old Money 
grows older, it brings in new money. 

That's why the rich can be idle and still be rich. 
Fortunately, these days, you don't have to be rich to enjoy that same high 

level of professional money management. You can invest in Kemper Money 
Market Fund, where your money will be managed by some of the finest 
professionals in the business. 

By pooling your money with that of other investors, our money managers 
seek the highest yields available, without risking principal, on the short-term 
money market—a market that used to be accessible only to the wealthy and 
to large investors. 

And by investing only in high quality securities, they seek to maintain a 
constant net asset value—which they have done since the fund began. In fact, 
no investor in Kemper Money Market Fund has ever lost a penny of principal. 

How well have they done? Well, for one thing, the major reporting 
services on money fund performance rate Kemper's Money Market Portfolio 
one of the top-performing investments of its kind* 

One more thing. In Kemper Money Market Fund, your money is easily 
available—by phone, mail or check. 

We can't promise to make you rich. But remember: Old Money wasn't 
born that way. It started out new. So come grow with Kemper. 

Our money fund specialists are available to answer all your questions 
during normal business hours. Call toll-free at 1-800-537-6001 for a free 
prospectus containing more complete information, including management fees 
and expenses. Please read it carefully before you invest or send money. 

For a prospectus, call toll-free 

1-800-537-6001 

KempeR 
I 1 
Financial 
I I Kemper Money Market Fund 

Kemper Financial Services, Inc., 120 South LaSalle Street, Chicago, Illinois 60603 

'The Money Market Portfolio ranked #1 among 159 General Purpose Money Funds for the five-year period ending December 31,1987, according to 
Donoghue's Money Fund Report.The Money Market Portfolio ranked #3 among 144 Money Market Instrument Funds for the five-year period ending 

december 31,1987, according to Lipper Analytical Services, Inc.The Fund's yields fluctuate and its shares are not insured. 
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Some people claim you can't see the future— 
but they're not spending $600 million a year on 
research and development. 

We see computers you converse with, compu- 
ters capable of independent thought, computers 
made of organic material. 

And we're seeing them more clearly every day. 
We're Bulk A computer company for a busi- 

ness environment that's faster, harder, and 
more punishing every year. An environment in 
which traditional ideas no longer work. 

To succeed today, you need a different kind 
of computer company. A new one. 

Know Bull. 
1-800-543-6699. Phone for a copy of our 

corporate brochure. 

Worldwide 
Information 
Systems 

Bull     ft 



All this is getting remarkably little 
publicity. Why? When a property 
failed in the mid-1970s, the lender 
went through a public foreclosure to 
get it back. But the real estate boom of 
the early 1980s was fueled by complex 
partnership deals between developers 
and life insurance companies or pen- 
sion funds. Now, when a property 
nosedives, it rarely is foreclosed on. 
Instead it returns quietly to the finan- 
cial partner, most often disguised as a 

routine sale. 
Typical is the $100 million Energy 

Center in New Orleans, which Lin- 
coln gave back to Met Life. No money 
changed hands. Same thing on Lin- 
coln Pointe, a $22 million Tampa of- 
fice project that went back to Aetna. 
Both insurance companies are proba- 
bly sitting on substantial unrealized 
losses. Says a former Lincoln execu- 
tive: "The insurance companies are 
paying huge fees to asset managers to 

Role model 

■ 

|K3H                   . . 
1               i 

J 
toW                                        /fife 

■                           9' 

MH             W)W 
I I            Sri By 

Hi 

v 
to 

«                                                                      \&?<    1 

Trammel! Crow with models of a t unfile of bis projects in tlx' background 
An inspiration for a generation of Texas developers. 

Trammell Crow: Audacious, 
supremely self-confident and 

blessed with a remarkable skill 
for imbuing loyalty in all who 
work with him. He built the 
company that bears his name 
from a tiny warehouse manufac- 
turer 40 years ago into the 
nation's largest landlord. 

One story embodies the Crow 
style: When the company was 
nearly bankrupt in 1975, Crow 
called a creditors' meeting, 
tossed the deeds to his proper- 
ties on a table and gave the 
creditors the option of either 
taking back the properties or 
sticking with him. Crow swag- 
gered  out  of  the  meeting with 

his deeds in his pocket. 
His boundless optimism and 

flamboyant style set a role 
model for a generation of Texas 
developers. Mack Pogue, Lin- 
coln's chairman, formed a part- 
nership with Crow in 1965 to 
build apartments in Dallas. 
Pogue bought out Crow in 1977. 
Vantage Chairman John Eulich 
also built apartments with Crow 
in the mid-1960s. Once on their 
own, both men made no secret 
of the fact they would one day 
like their companies to be as 
big as Crow's. 

Crow, 74, no longer oversees 
the day-to-day operations of his 
now-shrinking company.—J.H.T. 

take back the properties and run 
them. But their mandate is, 'For God's 
sake, keep this out of the news.' " 

With development at a standstill, 
how are the big three faring? Vantage 
Chairman John Eulich recognized 
that his company was in peril in 1986 
when Congress eliminated tax loop- 
holes for real estate losses, effectively 
removing the free-spending real estate 
syndicators as buyers of property. 
"Leasing was already drying up and I 
could see the tax law changes would 
cost us millions and millions of dol- 
lars of new equity," he recalls. "By 
early 1987 we went to the banks and 
said, 'Boys, we got a big problem.' " 

Because Vantage is a corporation 
rather than a series of partnerships 
like Crow and Lincoln, it had to deal 
with its problems all at once. It re- 
structured more than $2 billion and 
reduced its portfolio by 25%, to about 
$3 billion. Today it is essentially a 
manager of assets, collecting fees for 
managing and leasing projects, build- 
ing projects for others and occasional- 
ly putting together deals for investors. 

The problems at Crow and Lincoln 
are just as serious, though more se- 
cret. Without the development fees, 
both companies are in some cases 
simply giving back properties to lend- 
ers. For instance, Lincoln and JMB Re- 
alty recently allowed Equitable to 
foreclose on its $60 million Turtle 
Creek Centre near the tony Dallas 
suburb of Highland Park rather than 
continue to make mortgage pay- 
ments. Lincoln has sold some of its 
most valuable assets well below their 
potential value, such as its half-inter- 
est in the $100 million Lincoln Cen- 
tre in downtown Minneapolis for a 
paltry $6.5 million. 

Interestingly, though, the most se- 
rious problems are not with the large 
office projects, which were backed by 
nonrecourse financing, but with the 
smaller projects where the developers 
did personally guarantee the loan. On 
a $20 million office-warehouse build- 
ing, for example, the developer might 
have projected annual cash flow of 
$2.2 million. Say the project is only 
kicking off $200,000. That's negative 
cash flow of $2 million. "That doesn't 
sound like much, but you multiply 
that by 40 projects and you have nega- 
tive cash flow of $80 million," says a 
former Lincoln executive. "That's 
what's killing these guys." 

A host of Trammell Crow partners 
in the Southeast, Midwest and West 
departed over the last two years, fear- 
ing their profitable deals would be 
tapped to prop up problems else- 
where. Among the departed, Allan 
Hamilton   in   Chicago,   Warren   E. 
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Stay the course, and always 
maintain a firm grip on the business at hand. 

In Scotland, thats life in the fast lane. 
The good things in life stay that way 

<DEWAR'S. 
White Label. 

never varies. 

Authentic 
Ttve Dewar Highlander 
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ITS THE ONLY HOTEL IN NEW YORK 
FOR PEOPLE WHO 

DON'T LIKE 
HOTELS. 

NEW YORK 

A REGENT'IVTERNATIONAL HOTEL 

.   VMD BANGKOK BEVERLY HILLS CHICAGO FIJI HONG KONG KUALA LUMPUR MELBOURNE. NEW YORK SINGAPORE. SYDNEY TAIPEI 

On the comer of Park 
Avenue and 65th Street 
stands The Mayfair Regent 
The chosen New York 
home for those who are 
used to gracious Living. 

the 
QMayfair 

(800) 545-4000 

A two-story shopping center in Dallas 
The second floors on this kind of 
project remain largely vacant. 

Holly Kuper 

Spieker in Menlo Park, Calif, and J. 
Donald Childress in Atlanta. 

Besides the developers and insur- 
ance companies, who else has been 
badly hurt? The big Texas banks, 
nearly all of which have come under 
federal protection, and which were 
big supporters of the local boys when 
they went national. But while the 
Texas banks were inclined to work 
with the Texas developers in time of 
trouble, the feds feel no such obliga- 
tion. "Their attitude," says a former 
Crow partner, "is, 'You guys signed a 
guarantee. Now step up and pay it. 
We're not interested in relationships; 
we're liquidators.' " 

Can Crow or Lincoln survive? Prob- 
ably, but not in the form they are used 
to. They can't grow their way out of 
problems as they did in the mid- 
1970s. Most markets already have a 
three- to five-year oversupply. So de- 
velopment fees will never make up for 
cash flow shortages. 

Instead, Crow and Lincoln are tout- 
ing themselves as asset managers, 
begging to keep the management con- 
tracts on the very office buildings 
they are giving back to the life insur- 
ance companies. Lincoln and Crow 
are also putting together so-called 
vulture funds, where they receive a 
fee as general partner for the acquisi- 
tion and management of distressed 
property. 

Lincoln is said to be negotiating for 
a capital infusion from a General Elec- 
tric subsidiary or a pension fund to 
prop up its retail projects. 

Indeed, the most promising future 
for Crow or Lincoln seems to be as 
merchant builders for the insurance 
companies or pension funds. That is, 
if they have a future at all. Because 
real estate seems to be getting back to 
what it really always has been: a local 
business. ■ 
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Europe's 
NolComputer 

Is Built ByAmeriea's 
No.mrk Force 

The minicomputer rated number 
one throughout Europe - the NCR 
Tower™ - actually is designed and built 
in South Carolina at the NCR engineer- 
ing and manufacturing complex. For 
the past three years, this facility has 
ranked No. 1 in the NCR system, based 
on worker productivity in the engineer- 
ing, development and manufacturing of 
this highly advanced minicomputer. 

The NCR Tower exemplifies what 
can happen when modern South 
Carolina-based technology combines 
with our strong work ethic. Perhaps 
that's why we have the highest levels of 
productivity and lowest levels of work 
stoppages in the nation. 

South Carolina obviously is a good 
place to work - and definitely a good 
place to live. That's why so many trans- 
planted corporate executives plant 
permanent roots here and grow into the 
state's biggest boosters. 

Find out what the future may hold 
for you and your company in South 
Carolina. Contact: Wayne L. Sterling, 
C.I.D., Director, South Carolina State 
Development Board, Suite 9001, 
P.O. Box 927, Columbia, SC 29202. 
Phone: (803) 737-0400, or 
FAX (803) 737-0418. 

South Carolina 
liiwrr i> a registered trademark of \( R Corporation 



C    A    D    I    L    L    A 

A 4.5 liter V8 gives you responsive! 
performance. 

FLEETWOOD 
It's totally new. It's longer. 
And it's the state of the art 
in six-passenger luxury. 

Introducing the all-new 
Fleetwood Sedan and Coupe. 
They're longer. With full-size 
room for six. A more spacious 
sedan interior. Greater luggage 
capacity. And totally new, aero- 
dynamic styling. 

The Fleetwood's luxurious 
interior is appointed with 
American walnut. The Fleetwo 
Sixty Special is fitted with an 

Let's get it together 



erior developed for Cadillac 
renowned Italian designer 

i )rgio Giugiaro and includes 
rented 22-way power front 
its. 
And now, they're all covered 
the exclusive, new Cadillac 
'ear/50,000-mile Gold Key 
mper to Bumper Warranty* 
ery Fleetwood is also backed 
24-hour Cadillac Roadside 

STYLE 

The security of standard 
anti-lock brakes. 

Service, the first program of its 
kind offered by any domestic 
manufacturer. 

The new, longer Fleetwood. 
State-of-the-art luxury, Cadillac 
style. 

Please call 1-800-333-4CAD 
for product literature and the 
location of your nearest 
Cadillac dealer. 
*See your dealer for terms of this limited warranty. 

Comfort-engineered seats in the 
Fleetwood Sixty Special are fitted 
with ultra-soft leather seating areas. 

The only way to travel is 
Cadillac style.™ 



The prospect of cleaning up the nation's 
toxic waste sites sent pollution control 
stocks skyrocketing. But for companies like 
OHM Corp. the payoff has yet to come. 

Down in the 
dumps 

By Ruth Simon 

CLEANING UP the nation's toxic 
waste sites was hailed as one 
of the most promising busi- 

nesses of the late 1980s. The need is 
certainly there, but nine years after 
Congress created the Environmental 
Protection Agency's Superfund pro- 
gram, cleanup companies—and their 
investors—are still waiting for the 
payoff. 

Take industry-leading OHM Corp. 
(1988 net revenues, $132 million). 
With earnings last year of just $7.9 
million, or 20% below ear- 
lier analysts' forecasts, the 
company recently traded at 
just lO'/i per share, less 
than one-third its 1987 
high. Sighs company Chair- 
man James Kirk, 39, "Wall 
Street has some very high 
expectations. We had some 
very high expectations. It's 
been very discouraging." 

An industry pioneer, 
OHM started out in the Six- 
ties cleaning up after train 
derailments and oil spills. 
Today it is one of the larg- 
est companies in the indus- 
try, providing on-site clean- 
up of contaminated soil and 
water for the government 
and for companies such as 
Lockheed, General Electric 
and Du Pont. 

OHM'S services don't 
come cheap, but it does of- 
fer some of the best tech- 
nology and equipment 
available. The company's 
1,100 pieces of equipment 
range from mobile incinera- 
tors to PCB extractors. 

OHM'S expertise proved 
critical to Ashland Oil last 
year when a holding tank 

collapsed, spewing 700,000 gallons of 
diesel fuel into the Monongahela Riv- 
er, OHM successfully used vacuums to 
pull 30% of the fuel from the icy river. 
The company also supplied fresh wa- 
ter to local towns and industries. 

But OHM'S financial performance 
has been less impressive. Net profit 
margins have fluctuated wildly, from 
9% in the third quarter of 1988 to 
3.9% just one quarter later. Return on 
assets for the year: a mere 5.4%. 

Part of the problem is the unpre- 
dictability of OHM'S emergency re- 
sponse business, which accounts for 

OHM Corp. Chairman James Kirk 
"Our biggest competition is a hole in the ground." 

roughly 15% of sales and requires that 
trucks and equipment be on call at a 
moment's notice. But return on assets 
is also low because OHM, like many 
cleanup companies, overestimated its 
market. 

One big mistake the industry made 
was to gear up for a boom in cleanup 
spending that has yet to materialize. 
Hopes had been raised as a result of 
mid-1980s estimates that the nation 
faced a toxic waste cleanup bill that 
could exceed $300 billion. Lately, es- 
timates have lifted that cost to $500 
billion. But as Joel Hirschhorn, head 
of toxic research for the Congressio- 
nal Office of Technology Assessment, 
points out, that $500 billion, in fact, is 
"over roughly a 50-year time frame." 
Current spending, says Hirschhorn, 
ranges between $3 billion and $5 bil- 
lion annually. 

Of that spending, some 25% is com- 
ing from the EPA'S Superfund. But 
much of the money is going for test- 
ing, consulting and engineering work. 
Actual cleanup work has been com- 
pleted on just 48 of the nation's 1,211 
Superfund priority sites. "The first 
$1.6 billion of Superfund has been 
used to study, study, study," com- 
plains Kirk. 

Nonetheless, thousands of compa- 
nies have flocked into the cleanup 
industry, lured by that $500 billion in 

prospective business. That 
is making it tough for OHM 
to build market share and 
to attract engineers and 
other workers. Most of 
these companies are what 
is known in the trade as 
"suck and truck" opera- 
tions. They dig up contami- 
nated soil and cart it to a 
nearby landfill. This may 
not eliminate the polluters' 
liability, but as a stopgap 
measure it at least puts off 
the day of reckoning—and 
short term can also be a lot 
cheaper. "Our biggest com- 
petition is a hole in the 
ground," says Kirk. 

OHM has also been hurt 
by efforts to expand its lab- 
oratory business, now 20% 
of sales. The company be- 
gan boosting volume at its 
main lab in Edison, N.J. in 
1986, creating backlogs 
that swelled processing 
time for samples from 35 to 
140 days, driving customers 
away. Kirk says the prob- 
lems are over, but volume 
is still off 25%. 

OHM is also expanding by 
moving   into   engineering 
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services and asbestos removal and 
adding cleanup services on the West 
Coast. "We want to make it more 
convenient for the client/' says Kirk: 
"We're trying to offer more of a turn- 
key solution." 

In fact, one-stop shopping may not 
pay off the way Kirk expects. In an 
emergency—a sudden toxic waste 
leak, say—the cleanup company that 
can do everything has the edge. But as 

Glenn Nestel, GE'S manager of Reme- 
dial Projects & Engineering, points 
out, for routine cleanup jobs custom- 
ers are going to shop for the best solu- 
tion, which usually means parceling 
out the work to several subcontrac- 
tors. What's more, such companies as 
Ashland Oil are now actually tackling 
smaller jobs themselves, though they 
continue to contract out larger clean- 
up projects. 

What one-stop shopping may in fact 
mean is more competition. Westing- 
house, for instance, has bought two 
cleanup firms in the past two years, 
and engineering firms like Roy F. 
Weston are also edging into OHM'S 
market. 

Kirk says he isn't worried. "It's a big 
industry," he says. Translating the de- 
mand into profits, however, is proving 
harder than anyone figured. ■ 

Faddy folk say Perrier water no longer is 
the "in" drink. Perrier's earnings aren't all 
that great, either. So why is it a hot stock? 

Perrier, 
your bubbles 
are too big 

By Tatiana Pouschine 

Ffc ERRIER HAS GONE FLAT. Not the 
" water; it still fizzes merrily. 
But the company isn't what it 

seems to be, even though its revenues 
have reached roughly $2 billion and 
its actively traded shares are one of 
the Paris Bourse's favorite stocks. 

"In France you never order Perrier 
anymore," says Susanna Hardy, a 
French equities specialist with Lon- 
don's James Capel. "It isn't chic. Ev- 
eryone considers the bubbles too big." 

Bubbles or not, in the bistros of 
Paris, it is Badoit, a fizzy bottled water 
produced by BSN, that the smart folk 
often call for these days. Badoit's bub- 
bles are smaller than Perrier's. Nor is 
there anything Perrier can do about its 
bubbles, which are formed when the 
water flowing up from its spring 
through a bed of volcanic rock in Ver- 
geze in southern France unites natu- 
rally with carbon dioxide. (Perrier also 
markets the famous bottled Vichy 
water, but production is limited by 

.all flow from those 
sprit 

■'i there's been an increase of 
bubbly water consumed in France, 
Perriei's   ma .-•    has  dipped 
slightly,   whi has  nearly 
doubled in the ! points 
out Hardy. 

You  wouldn't   I vrrier's 

Perrier President Gustave let en 
Great marketing.funny numbers. 

problems from reading Source Perrier 
S.A.'s published accounts. They show 
both sales and net earnings growing at 
an average annual rate of over 40% for 
the five years ending in 1987, the lat- 
est publicly available figures. That's 
nothing short of sensational. 

A careful look at the accounts, how- 
ever, shows that the company's sales 
have been stagnant since fiscal 1986 
and so have its real earnings. Here's 
why the published figures hide more 

than they reveal: 
In 1986 Source Perrier changed the 

date its fiscal year ends from Sept. 30 
to Dec. 31. Instead of restating former 
years to facilitate comparison, the 
company simply added in the extra 
three months. Thus 1986 results re- 
flect 15 months of activity. Earnings 
were bolstered artificially not only by 
the additional three months but also 
by $15 million in nonrecurring items, 
including a gain on asset sales. 

Not all Perrier's problems stemmed 
from fickle French tastes. The U.S. 
dollar was part of the problem. The 
dollar began to fall against the French 
franc in February of 1985, losing over 
a third of its value by the end of 1986. 
As a result, Perrier got fewer francs for 
the goods it sold in the U.S. This 
meant not only lower revenues but 
also lower profits because most of the 
company's costs are incurred in 
francs. The U.S. subsidiary then rep- 
resented about one-fifth of the par- 
ent's $723 million in bottled water 
sales but a much higher proportion of 
its profits. 

Without the bookkeeping folderol 
Perrier's revenues would have 
dropped by 10% or so, assuming equal 
sales per quarter, rather than showing 
an increase of 13%. 

But the situation may be even 
worse than that. In 1987 Source Perri- 
er acquired the Arrowhead bottled 
water division of Beatrice Foods for 
$453 million. That acquisition was 
the occasion for some padding of that 
year's reported earnings. To finance 
the Arrowhead acquisition, Source 
Perrier sold 48% of the Perrier Group 
of America, its U.S. distributor, and 
booked a profit of Fr.230.7 million 
($38.4 million). This presumed capital 
gain accounted for 40% of the 
Fr.570.3 million that the parent com- 
pany reported as 1987 earnings. 

But was the sale genuine? The ru- 
mored purchasers, led by Marceau In- 
vestissements' Georges Pebereau, 
onetime chairman of the giant Com- 
pagnie Generale d'Electricite, are 
friends of Gustave Leven, Perrier's 
president. The sale, moreover, had 
conditions  attached:   Source Perrier 
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Maxxum 7000/'s Predictive Autofocus knows where 
your subject will be before it gets there. 

main subject can be off-center and 
still be in perfect focus. And third, 
Maxxum 7000/ is the fastest auto- 
focus camera in the world. 

This Maxxum's your best bet for 
other reasons, too. "Intelligent" 
auto-exposure, optional Creative 
Expansion Cards and five new ultra- 
compact zoom lenses, to name a few. 

Which is why it's also safe to 
predict that there's a Maxxum 7000/ 
in your future. 
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It's a sure thing. The best way 
to capture a race, or any other fast- 
moving action, is with the new 
Maxxum'7000/. With three major 
advances in autofocusing technology 
it's way ahead of the field. 

First, Predictive Autofocus calcu- 
ates the speed and direction of your 
subject until the instant you release 
the shutter. Second, the widest focus- 
ng area—as much as 12 times 

wider than other SLR's—means your 
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Cool should whisper. 

We don't think you 
should hear it. 
It's just meant to be felt. 
To us, noise is more 
than a mere annoyance. 
In fact, we have an entire 
research group that does 
nothing but look for ways 
to cut noise in the things 
we make. 
So when our people at Carrier 
set out to design the quietest 
room air conditioner in existence, 
all of our engineers took note. 
You see, whether it's in 
buildings, planes or cars, 
silence is more than golden. 
It's good engineering. 

Our Carrier subsidiary is 
a leading company in the 
building systems industry. 

UNITED 
TECHNOLOGIES 

Automotive • Building • Aerospace 
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retained the option to buy back the 
shares at any time. Nevertheless, the 
asset transfer was treated as a large 
gain. Without the "gain," earnings 
probably would have been flat instead 
of more than doubling, even after con- 
solidating results with Arrowhead. 
Without the Arrowhead acquisition, 
Perrier's earnings would have been 
flat at best. 

Designer water, of course, isn't Per- 
rier's only product. It accounts for 
about one-half its business. Dairy 
products constitute 45%, primarily 
milk and Roquefort cheese—Leven 
once had the  idea that  the world 

wanted Roquefort as badly as it want- 
ed bottled sparkling water. A slow- 
growth business. The rest is a diverse 
collection of unrelated businesses— 
commercial heating, aerosol cans, 
packaging. No growth at all here. 

For all of this, Perrier stock has 
been hot on the Paris Bourse. It has 
more than tripled from last year's low 
of Fr.475 per share to a recent Fr. 1,689 
($268). In the U.S. Source Perrier's 
unlisted ADRS have performed simi- 
larly. Source Perrier now trades at 31 
times estimated—and probably over- 
stated—1988 earnings. 

Why  the  optimistic stock price? 

Water snobs 

Tlhey sneer at it as "designer 
water," but trendy people 

drink it in large quantities. Con- 
sumption of bottled water in the 
U.S. has more than tripled, from 
480 million gallons to 1.6 billion 
gallons, in ten years. Not all of it 
is high-priced designer water, but 
Americans did down about 40 
million gallons of imported bot- 
tled water last year. 

Perrier entered the American 
market in 1976 with fanfare and 
with uncanny timing, benefiting 
from the switch from hard liquor 
and the attendant fitness craze. 
"Perrier played right into this by 
having that nice little green bot- 
tle," says Hellen Berry of Bever- 
age Marketing Corp. From noth- 
ing in early 1977, Perrier's U.S. 
sales climbed to $ 117 million in a 
decade. 

In France, different bottled wa- 
ters are drunk for particular 
health or digestive benefits, so 
where water comes from is con- 
sidered important and labeling is 
tightly regulated in much the 
same way as it is for wine. 

Americans are less fussy. So, 
once the market heated up, plen- 
ty of competition came in. In 
1986 alone, more than 50 new 
bottled water brands entered the 
market. There are now over 500 
bottled water brands nationwide, 
and more may be on the way. 
Coors is considering launching a 
Rocky Mountain bottled spring 
water product. 

Perrier still dominates the im- 
ported sparkling water market, 
but another French company, 
Evian, has the major share of the 
imported flat water market. Be- 

tween them they represent 80% 
of the total volume of imported 
waters sold. But in 1985 Perrier 
Group of America saw its top 
brand's 6.6% share of the total 
water business begin to slip in 
favor of other U.S. and imported 
brands of bottled water and selt- 
zers. "Every farmer in the U.S. 
was bottling his water, trying to 
sell it," says French equities spe- 
cialist Susanna Hardy of the 
James Capel brokerage house. 
"The object was to get penetra- 
tion and market share." 

The high-profit end of the mar- 
ket, of course, is the stuff sold in 
restaurants and stores by the 6'A- 
ounce bottle; a six-pack of these 
bottles of Perrier, for example, 
costs $3.59 in one supermarket 
chain, compared with $1.19 for a 
six-pack of 12-ounce cans of Vin- 
tage seltzer. 

To build volume, Perrier has 
moved into the middle of the 
market by buying the Arrowhead 
division of Beatrice Foods, based 
in Monterey Park, Calif. The 
business, with 1988 sales of $200 
million, consists largely of deliv- 
ering 5-gallon jugs of Arrowhead 
in California and Arizona, Great 
Bear in the mid-Atlantic states, 
and Ozarka in Texas to homes 
and businesses. Arrowhead, a 
still water, comes from a spring 
in the San Bernardino Mountains. 

But remember, the big profits 
are in the high end of the market, 
and here Perrier's position may 
be in jeopardy. Tasters at Con- 
sumer Reports ranked Perrier fairly 
low on the scale of sparkling wa- 
ters, preferring cheaper seltzers 
and club sodas.—T.P. 
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Risk control for businesses that bruise easily* 
When you ship $1.2 billion worth of bananas 

l 

worldwide, a small flip in currency exchange rates 
could make a big difference in profits. 

Chiquita, like many smart international compa- 
nies, gets a good grip on those risks with currency 
options at the Chicago Mercantile Exchange. Hedging 
Deutschemarks, Pound Sterling and Yen, Chiquita 
has successfully guarded against financial bruising for 
years. And because 80°oof all the exchange - traded 
currency worldwide was traded on the CME's Inter- 
national Monetary Market, they've found it easy to 
slip in and out of currency options quickly. 

'The IMM is where all information that impacts 
foreign exchange prices comes together," says David 
Groelinger, Chiquita VP and Treasurer. "That's where 
the most efficient pricing takes place." 

Even more efficient when Globex™ becomes 
available next summer. The new electronic system 
will operate after regular trading-hours, 
making it possible to trade around the 
world, around the clock. 

% 

If you're like the 
top bananas at Chiquita, 

and don't want your international earnings frittered 
away, the CME's currency futures and options should 
hold great appeal for you. 

/«av. CHICAGO 
:ss55: MERCANTILE 
W EXCHANGE 
The Exchange of Ideas 
[-800-331-3332(US) 01-920-0722(Europe) 03-595-2251 (Ricific) 
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Some money 
is best kept in 

reserve. 
TWENTIETH CENTURY CASH RESERVE 

Current 
7-day yield 8.89%* 
Effective 
7-day yield 9.25% 

If you're like most 
people, you like to 
keep a portion of your 
money in reserve, so 
that you can get to it in 
an emergency. That's 
why you should know about Twentieth Century 
Investors' Cash Reserve. Cash Reserve is a money 
market fund that provides competitive rates of current 
income while offering a stable share price and 
liquidity. The fund's investments are "high quality" as 
rated by leading rating services. As with all 12 of 
Twentieth Century's funds, an investment in Cash 
Reserve has no sales charges, conversion fees, 
redemption fees, or other hidden charges. 

Find out about the low-risk fund that allows you to 
keep money in reserve, earning current income 
without fluctuations in price. Call today for an 
Information Kit and Prospectus. 

For more information about 
Cash Reserve, ask for your free 

Guide to Cutting Risk. 

1 -800-345-2021 
isasCity.MO  64141-6200 

' Current yield i 
ended March , 
data quoted rej 
Prospectus careful'^ 
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fund's net investment income for the seven days 
i s reinvestment of all dividends.  Performance 

•■ turn will fluctuate.   Please read the 

Source Perrier's real value may be its 
assets. The whole operation is run by 
President Leven, 74, almost as a per- 
sonal holding company. Over the 
years Leven has bought stakes in doz- 
ens of businesses. Some of these are 
valuable out of proportion to their 
contributions to earnings. 

An example of what the market 
thinks is undervalued assets surfaced 
last year when Leven sold Source Per- 
rier's interest in Canal Plus, a com- 
mercial TV station, for a gain of Fr.600 
million (about $100 million). He also 
sold a gravel quarry for another 
Fr.188.9 million ($31.4 million). 

The gain on those asset sales should 
add well over Fr.800 million ($133 
million) to last year's bottom line. 
The asset sales continue: Earlier this 
year Leven sold the firm's 35% stake 
in Lindt chocolates. 

Here, too, Perrier hides more than it 
reveals. Only insiders know what the 

"In France you never order 
Perrier anymore," says 
Susanna Hardy, a French 
equities specialist. "It 
isn't chic.' 

buried assets are worth. Leven does 
not tell stockholders what Perrier 
owns; the miscellaneous assets are 
hidden through affiliates whose hold- 
ings are undisclosed. Listed simply as 
another affiliate, Soplacin, for exam- 
ple, held the Canal Plus stake. 

Who is Gustave Leven and what is 
he up to? Son of a French stockbroker, 
he bought the Perrier springs, in Ver- 
geze, in 1947. At that time Perrier was 
a prestigious but tiny business; it sold 
18 million bottles a year of the 
spring's sparkling water. Today Perri- 
er sells 1 billion bottles a year from 
the Perrier spring alone. 

But more recently Leven was un- 
able to build upon his own marketing 
success. His efforts to diversify have 
not been successful, and now compe- 
tition and exchange rates have 
crimped his basic business. 

But bubbles aren't what interest the 
speculators who have pushed up the 
price of Perrier's shares. Nor are they 
all that concerned about the quality of 
earnings. In France, as in the U.S., 
earning power is becoming less im- 
portant in pricing shares than pros- 
pects for takeover and breakup. 

And, in France even more than in 
the U.S., the individual small stock- 
holder is in the dark about asset value 
because he doesn't have the same 
knowledge the insiders do about what 
these assets are worth. It's a cozy 
game Gustave Leven's playing. ■ 
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Are you finding it 
tough to get your banker to move 

on a corporate credit deal? 
• The Bank of New York    Member FDIC    An Equal Opportunity Lender 

You shouldn't have 
to move mountains to 
get your bank to re- 
spond to a corporate 
credit request. 

More specifically, 
you shouldn't have to 
move a calling officer, 
a team leader, a staff 
credit officer and a 
division executive, 
much less a multitude 
of loan committees. 

Fortunately, The 
Bank of New York 
takes a leaner ap- 
proach to the approval 
process: We have fewer 
people involved, so the 
speed with which we 
make decisions is 
greater. 

The fact is, The 
Bank of New York is 
known among major 
corporations as offer- 

jng extremely 
quick re- 
sponse to 

credit and any 
other customer re- 
quests. Which should 

explain why we are participating in more corporate credit transactions than ever before. 
And why more and more corporations are inviting us to act as agent on major credits. 

So if your corporation is in need of credit, but also finds itself under- npr: 
standably short on patience, The Bank of New York is most anxious r> \ ^ 
to help. * 3AiN 

We think you'll find the best thing about working with people who 
are already in step with you, is that you don't have to push them. 

[KOF 
NEW 

YORK 
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U.S. fighter makers face a tightening bud- 
get squeeze. Which companies will survive 
the wringer, which will not? 

Shakeout 

By Howard Banks 

OVER THE NEXT 20 years, most of 
the Free World's present 
14,500 frontline jet fighters 

will be outgunned, outclassed or gen- 
erally outmoded, and should be re- 
placed. As many as 40% probably 
won't be. Everywhere governments 
face pressures on spending and a de- 
clining sense of urgency about de- 
fense,   thanks  to  the  breezes  from 

Mikhail Gorbachev's olive branch. 
Today's best guess from the air- 

frame manufacturers, the aerospace 
companies that make the planes mi- 
nus engines and electronics, is that 
only 8,700 new fighters will be bought 
by the year 2010, and many of those 
will be relatively cheap, low-perfor- 
mance, single-seat versions of ad- 
vanced trainers. 

If these estimates are correct, the 
U.S. simply has too many manufac- 

turers. It has eight major builders in 
the fighter business when three, may- 
be four, would be quite enough. 

Besides overcapacity, there are oth- 
er reasons to expect a number of com- 
panies to drop out. One is that ad- 
vanced defense technology is dicey 
and rarely delivers the bang that was 
planned for the buck appropriated. 
The Advanced Tactical Fighter, for 
example, is already slip-sliding away, 
perhaps two years behind schedule. 
Major problem: Its radar-invisible, 
Stealth technology is proving to be 
too heavy. So the Air Force has found 
it can't have all of ATF'S stealth, ma- 
neuverability and advanced sensors 
for the target price of $35 million 
apiece (in 1985 dollars). Outlook: 
higher costs, longer delays and in- 
creasingly older U.S. jet fighters. 

Still another reason for the acute jet 
lag is that people who buy the planes 
outside this country, all those fre- 
quently cantankerous allies, increas- 
ingly want their own piece of the ac- 
tion (FORBES, Aug. 24, 1987). The Japa- 
nese, British, French and Swedes, and 
even the Brazilians, Taiwanese and 
Indonesians, all want parts of fighter 
contracts to try to build their own 
aerospace industries. 

Result?   The   uncommitted   mar- 

fteiMi 
\pe uill demonstrate sbort taheoffs and landings 
nore upgrading of today's fighters, like this one. 
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ket—in the Middle East, Latin Ameri- 
ca and Asia—will be no more than 
1,200 aircraft by 2010. Some orders 
will go to the Europeans. Some may 
even go to the Soviets for (cheap) ver- 
sions of the MiG-29, or to the Chi- 
nese. Which leaves too little market 
to provide U.S. makers with the 
cream to sweeten increasingly tough 
U.S. defense contracts. 

Defense procurement has, after all, 
been declining in real, inflation-ad- 
justed terms since 1985. Congress has 
already ordered $10 billion chopped 
out this year. And since it is unlikely 
that lawmakers will be brave enough 
to cut many programs outright, the 
timetables for most programs will be 
extended (stretched to the right, in the 
jargon), adding further, of course, to 
overall costs. 

One prominent example illustrates 
the impact on the companies of all 
this ferment in the fighter business. 
To share the Air Force's costs, the two 
ATF teams (it's a competition between 
Northrop with McDonnell Douglas, 
and Lockheed with Boeing and Gener- 
al Dynamics) put up $500 million, on 
top of $691 million for each team 
from the Air Force. Each team is to 
build two prototypes of their ATF de- 
signs. Every stretch of the timetable 
makes it less likely any of the compa- 
nies will make a profit. 

The Navy's version, the ATA attack 
fighter, being developed by McDon- 
nell Douglas and General Dynamics, 
looks a bit less vulnerable. It is more 
difficult to adapt an Air Force design, 
such as the ATF, to cope with carrier 
landings. But if the ATA does go ahead, 
then the plan, already well along, to 
modernize the wings on the Navy's 
existing (and pretty outdated) attack 
aircraft, the A-6, could be canceled. 
Hardly surprising that Boeing's design 
for this update already exceeds budget 
and is behind schedule. 

What's the Pentagon's view of all 
this? Says General Michael Loh, com- 
manding officer of USAP'S Wright Pat- 
terson Air Force Base, Ohio: "It is up 
to me as executive program officer to 
see that we .maintain an industrial 
base across all the technologies we 
need, but it is up to the market to sort 
out its problems." 

So how many fighter manufacturers 
does the U.S.. really need (the Soviets 
manage with two)? "Three's better— 
they would still compete, and four 
would be better still," Loh says. 

The talk of contraction does not 
concern Loh—yet. But he is con- 
cerned about the increasing unwill- 
ingness of companies to invest up 
front in new programs and in their 
own  research  and  development  in 

ANNOUNCING 

A SWANKIER PLACE TO STAY, 

A SMALL HOTEL, 

DOWNTOWN L.A. 

SB. 
s 

CHECKERS 
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535 SOI TH GRAND WEM E\LOS INGELES, CALIFORNIA 90071 
(213) 62 1-0000 (Huii) 628-1900 FAX: (213) 626-9906 

Charlotte's International Airport is 
the 5th fastest-growing airport in the U.S. with 
non-stop and direct service to over 130 cities. 

And that's just one advantage that makes our 
city such a hot propertv for growing businesses. 
To learn more, call Terry Orell at (704)378-1311. 

Or turn to the next page. 
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BB Wi e Right Kind 
of Growth 

Real Estate and Hotels  Chateau Laurier, a landmark Ottawa 
property, is one of nine newly acquired hotels that have strengthened 
our commanding position in Canada's major city center and resort 
hotel markets. 

Waste Services  Laidlaw Transportation is the third 
largest waste services company in North America 
servicing approximately 157,000 commercial, indus- 
trial and residential customers with 2,450 vehicles. 

Telecommunications 
We provide sophisticated voice, data 
and message services and are a 
leading developer of fiber optic and 
digital communications networks. 

Energy   Strong marketing skills 
and efficient operations have enabled 
Fording Coal to expand its customer 
base worldwide beyond its traditional 
Japanese market. 

Forest Products   We are North America's second 
largest newsprint producer, with annual capacity of 1.6 
million tons, and 470,000 tons of additional capacity at 
new facilities under development in British Columbia, 
Washington and Ontario. 

Focused on Strong Core Businesses 
At Canadian Pacific, the right kind of growth means 
getting the most out of the businesses we know 
best—transportation, energy, forest products, real 
estate and hotels, and manufacturing. 
It means taking timely advantage of opportunities 

i expand into related fields such as waste ser- 
s and school bus transportation. 

•se things because we have major 
of our businesses. And because 

anagement skills and financial 
II their inherent competitive 

advantages and to respond to the economic 
and marketing challenges that lie ahead. 
The right kind of growth also means profitable 
growth that is producing higher returns and better 
quality earnings for our shareholders. That's our 
goal at Canadian Pacific. 
For more information about how we are pursuing 
our goal, contact: Vice President Investor and 
Industry Relations, Canadian Pacific Limited, 
P.O. Box 6042, Station A, Montreal, Quebec, 
Canada H3C 3E4. 

!an Pacific Limited 



new military technologies. "Even the 
Defense Department budget for R&D, 
outside SDI, is below target," says 
Loh. Boeing's chairman, Frank 
Shrontz, says he has already told the 
Air Force that he will be less inclined 
to bid for what will inevitably be a 
shrinking number of financially risky 
future programs. But, says the gener- 
al, "the U.S. is stuck with fewer, larg- 
er projects." 

The conventional wisdom puts Mc- 
Donnell Douglas and General Dy- 
namics at the top of the invulnerable 
list. Each makes one of the present 
top frontline aircraft, the F-15 and 
F-16, both of which seem increasingly 
likely to have new leases on life, as 
development delays increase with 
costs. But,  of the two, McDonnell 

D GonunOn\-\ 

General Michael Loh, USAF 
"It's up to the market to sort out its 
problems." 

Douglas looks more muscular—in 
fact, the strongest of the lot next to 
unsinkable Boeing. 

McDonnell Douglas is involved in 
many different military airframe pro- 
grams, most in partnership to reduce 
the risks to the company: The FT8 
(with Northrop) and the AV-8B jump 
jet for the Marines (with British Aero- 
space) are just a couple of examples. 
General Dynamics, on the other 
hand, though it is in partnership with 
McDonnell on the ATA, is basically a 
one-aircraft company. And now Con- 
gress is interfering with the FSX deal, 
under which the Japanese were to pay 
General Dynamics to upgrade the 
F-16 airframe. Changing fashion and 
new technology, both perilous possi- 
bilities, could well leave it vulnera- 
ble, looking out five years. 
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Lower costs mean higher yields 

WHY VANGUARD'S 
MONEY MARKET YIELDS ARE 

CONSISTENTLY HIGHER 
You can earn higher yields— 

without sacrificing quality or safety 
—with any of Vanguard Money 
Market Reserves Portfolios: 
Prime, Federal or U.S. Treasury. 

Why? In money market funds, 
other things being equal, lower 
costs mean higher yields. And 
Vanguard's costs are among the 
lowest in the fund industry. 

For example, Prime Portfolio's 
annual operating costs, as a per- 
centage of net assets, are more 
than one half lower than average 
money market funds (.33% vs. 
.78%*). We pass along the savings 
to you in higher yields. 

The minimum investment in 
this no-load Fund is $3,000, $500 
forlRAs. 
*Lipper-Directors' Analytical Data, 
Winter 1988. 

Call 1-800 662-SHIP 
Any Hour, Any Day For A Free 

Money Market Information Kit 
j  Please send me a free Money Market 

Information Kit containing a prospec- 
tus with more complete information on 
advisory fees, distribution charges and 
other expenses. I will read it carefully 
before I invest or send money. I'd also 
like information on: 
□ IRA(71)   DKeogh/Pension(70) 

Vanguard Money Market Reserves 
Investor Information Dept. 30 

Valley Forge, Pennsylvania 19482 

Name  

Address. 

City  

State. .Zip. 
FB-B9-121 

THTOUi^uandGROUP 
WOF INVESTMENT COMPANIES 

HOTTER 
Charlotte's new NBA team, the Hornets, 

is drawing fans at a hotter pace than any other 
team in the NBA: over 23,000 people per game. 

And that's just one small indicator of the 
warmth with which good new business enterprises 
are received in our market. For more information, 

call Terry Orell at (704) 378-1311. 
Or turn to the next page. 
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High Wire 
Performance 

Begin with a simple piece of wire. Then, consider how many things can 
be done to it. If you have the design expertise and manufacturing 

capability of Fansteel's Washington Manufacturing; you can form it, 
cut it, straighten it, head it, thread it, press it, weld it, drill it, mill it, 

turn it or plate it into thousands of critically important parts for 
industrial and/or commercial use. 

Case in point: This piece which holds the cover in place on the newest 
model John Deere riding mower. It is carbonized steel, bent in multiple 
planes, to extremely tight tolerances. We designed it five times before it 

was the best it could be. And it was the best it could be before we made 
production part one . . . because to us it's not just bent wire. It's a part 

that must give unfailing performance for a long, long time. 

High wire performance from Fansteel Washington Manufacturing. 
Another reason why it will pay you to know more about us. 

[fansteel 
icer of refractory metals and fabricated products for the electronics, 
aft/aerospace, metal working, energy and chemical industries. 

FANSTEEL »ber One Tantalum Place • North Chicago, IL 60064 • (312) 689-4900 
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Boeing, fortunate outfit, with more 
civil orders than at any time in its 
history and around $5 billion in the 
bank, hardly needs the Pentagon any- 
way. It would nevertheless like to add 
more military business, and no doubt 
it will. 

Lockheed has apparently seen the 
future and is evolving away from the 
airframe business and into an ad- 
vanced military electronics company. 
Good move. 

Northrop's financial strain contin- 
ues, but it enjoys a special spot in the 
Pentagon's heart. The military calls 
its most secret projects "black," and 
Northrop is simply too black to fail. It 
wrote off $150 million in 1988, for 
example, to cover losses on its black 
programs, such as the ATF (but not 

So how many fighter 
manufacturers does the V.S. 
need (the Soviets manage 
with two)? "Three's better— 
they would still compete, 
and four would he better 
still," says General Loh. 

including its potentially large losses 
on the B-2 Stealth bomber), and total 
debt has ballooned to $997 million, up 
from $51 million in 1984. But it is 
special to the military because of its 
dominance in Stealth work. Not out 
of the question, though, that Nor- 
throp could be acquired by someone 
preapproved by the Pentagon. Boeing, 
maybe? It has the money and is al- 
ready tied to Northrop through a ma- 
jor subcontract on the 747 Jumbo. 

At the top of anyone's dropout list, 
then, have to be Rockwell and Grum- 
man. Construction of Rockwell's 
B-1B is completed, and the company 
seems to be edging away from the 
airframe business anyway in favor of 
electronics and auto parts, having al- 
ready sold one of its aircraft factories 
to McDonnell Douglas. Grumman, 
the smallest of the prime fighter con- 
tractors, just laid off 3,100 of its 
32,000 labor force. Feisty Chairman 
John O'Brien is fighting to retain most 
of the upgrading and re-engining of 
the F-14 Tomcat. But the Navy wants 
to split this work in a competition 
that could hurt Grumman. 

Don't expect much sympathy for 
defense contractors caught in this 
wringer. Taxpayers are stuffed with 
stories alleging fraud, waste and cor- 
ruption, mostly hyped but enough 
true to make a case. What's ahead 
looks to be a downsizing of the U.S. 
aerospace business of a sort not seen 
since the 1960s. ■ 
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The Best Guarded 
Secret QnThe East Goast. 

Along with world-class 
amenities like a Pete Dye and 
a Jack Nicklaus golf course, a 
Tennis/Swim/Fitness Center 
designed by Cliff Drysdale 
and more, Landfall also offers 
something else very important: 
Privacy. So please.keep it all to 
yourself.Call 1-800-227-8208 
or 1-800-634-7857 or send in 
the coupon today. 

I'd like to know more about living at Landfall. 

Name 

Address 

City State Zip 

Phone Work 

Mail to: Post Office Box 5368 
Hanover Station.Wilmington, NC 28403 

^^v 'b^air, Ihe Property Report required by federal law and read it before signing anything No federal 
^^y agency has judged the merits or value, if any. of this property. This advertisement is not an offering 
T-STt i  residents  i New York or New Jersey or 10 the residents of any rrther state where prohibited by law. FOBA 

In a recent Lou Harris poll, 
Charlotte topped all other mid-sized cities 

for being an attractive business location 
in the next five years. And Newsweek has 
named Charlotte one of the ten best places 
to live and work in America. CallTerrv Orell 

at (704)378-1311 today. And find out 
more about the Sun Belt's hottest city 
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The Larger Context 

The much-maligned "soulless" corpora- 
tion actually opens up space for political 
liberty. That liberty should be put to use. 

BUSINESS SHOULD 
SPEAK UP 

By Michael Novak 

Despite much hoary rhetoric about 
"the individual," the distinctive in- 
vention of democratic capitalist so- 
cieties is not the individual; it is the 
corporation—more largely, the as- 
sociation. Democratic capitalism's 
greatest achievement was creating 
social space for "civil society," that 
whole arena of public action where 
citizens join together to achieve 
their social purposes, apart from 
government control. 

In much of the world today, there 
is very little such space. To the one 
side, there is the gargantuan state; 
to the other, the lone individual. 
The novelty introduced by demo- 
cratic capitalist societies (the U.S. 
was the first) was to wedge open the 
public space between the individual 
and the state, and to multiply new 
social interactions. 

In their germinative book, 1<> Em- 
power People, Richard John Neuhaus 
and Peter L. Bcrger called the new 
social  institutions  that  stand  be- 

en the naked individual and the 
lid be omnipotent state "medi- 

ations." Among  these 

and ex I s amlxis- 
I (Old jK) 

■ can Enterprise 
\mong to 
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are families, private schools, labor 
unions, parent-teacher associations, 
universities, businesses and other 
private corporations. 

So much importance did Tocque- 
ville attach to this intensification of 
voluntary social action that he 
christened it the Principle of Asso- 
ciation. And he established that 
principle as the first law of the new 
science of democracy. He wrote: 

"Americans of all ages, all sta- 
tions in life and all types of disposi- 
tion are forever forming associa- 
tions. There are not only commer- 
cial and industrial associations in 
which all take part, but others of a 
thousand different types—religious, 
moral, serious, futile, very general 
and very limited, immensely large 
and very minute. Americans com- 
bine to give fetes, found seminaries, 
build churches, distribute books, 
and send missionaries to the antipo- 
des. In every case, at the head of any 
new undertaking, where in France 
you would find the government or 
in England some territorial mag- 
nate, in the U.S. you are sure to find 
an association. . . . 

"Thus the most democratic coun- 
try in the world now is that in 
which men have in our time carried 
to the highest perfection the art of 
pursuing in common the objects of 
common desires." 

Tocqucville realized that if citi- 
zens arc unable to initiate social 
action on their own, they have no- 
where to turn but to the state. Yet, 
in many spheres of human need, the 
state is ill-equipped to act success- 
fully, efficiently and humanely. 
That is why the opening up of space 
for "mediating institutions" is cru- 
cial for democracies. 

Among these mediating institu- 

tions, the business corporation is 
one of the chief. Large and small, 
such corporations and partnerships 
(there are about 15 million in the 
U.S., one for every seven workers) 
are the basic means by which demo- 
cratic capitalist societies liberate 
their citizens from poverty. 

Business corporations are, essen- 
tially, voluntary associations 
formed for particular economic pur- 
poses. They are designed to meet 
the needs of an important part of 
human life, not for the whole of life; 
they are not total communities. 
Their primary aim is to produce 
economic growth, another word for 
which is profit. If they do not pro- 
duce that, society as a whole is in 
economic stagnation or decline. 

The reason for developing such 
novel forms of life is twofold. Eco- 
nomic tasks are almost always too 
large to be achieved by one individ- 
ual alone. Indeed, they are usually 
also too large and too prolonged to 
be achieved within the lifetime of 
one generation. Therefore, a new le- 
gal form for human action—and a 
body of law to support and to regu- 
late it—needed to be developed: the 
corporation and corporate law. 

Yet among the world's 166 or so 
nations, relatively few allow private 
business corporations to come into 
existence and to flourish freely. 
Narrow entry to legal incorpora- 
tion, strict limitations and confisca- 
tion are more common. Even in this 
country, many would subordinate 
the corporation to the state. Corpo- 
rations are relatively fragile flowers, 
growing only in the good soil of rare 
forms of political economy. 

For this reason, I disagree with 
those who argue that business cor- 
porations are solely economic insti- 
tutions concerned simply with 
making profits. To survive, they 
must nourish the special soil that is 
their life support: the political sys- 
tem that gives them legal existence 
and the moral/cultural systems on 
which they absolutely depend. For 
the business corporation to be polit- 
ically neutral or silent on moral 
matters is to court suicide. 

Corporations have obligations to 
their stockholders, but they must 
also take care to protect, nourish 
and fertilize the soil from which 
they spring. They have a vital inter- 
est in democratic governance and in 
the particular moral ideas of cre- 
ativity, discipline and liberty that 
gave them being. They have an obli- 
gation to speak up. ■ 
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One word can mean a great deal. 

;y 
It's believing, as you sow, that you will reap. Today we're Lomas, 
the company you've known as Lomas & Nettleton. Our new name 
is one word that means commercial leasing, insurance, credit 
cards, mortgages, asset management, stock brokerage, short-term" 
lending, real estate development, information systems and an ex- 
panding list of other financial and administrative services to indi- 
viduals and institutions. This diversification is a natural outgrowth 
of faith — and seasons of experience that tell us the Lomas years 
will be productive indeed. 

For more information 
1-800-52LOMAS 

LOMAS 

LOMAS FINANCIAL CORPORATION 

A diversified'financial services company. 2001 Bryan Tower Suite 3600 
Dallas, Texas 75201 
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Telecommunications 
Takes Off 
While The U.S. 
Dithers, Other Nations 
Are Aggressively 
Modernizing 
To Compete 

By William H. Davidson 

William H. Davidson 
is associate 
professor of 
management at 
the University of 
Southern 
California and 
the author of 
"The Amazing Race: 
Winning the 
Technorivo/ry 
W?rh Japan." 

ntil   recently,   the 
telephone   industry 
and many other ser- 

• vice businesses have 
been largely protected 
from foreign competi- 
tion. International dif- 

ferences in price and quality were mean- 
ingless to customers because they could 
not take advantage of foreign offerings. 

With the ability to move information at 
the speed of light over intercontinental 
fiber-optic cables, the location of the tele- 
phone company is irrelevant. Calls between 
Osaka and Tokyo could be processed in San 
Francisco, and calls between Los Angeles 
and San Francisco Bay Area could be 
switched in Japan. The nation with the 
superior telephone system will attract busi- 
ness and revenue from abroad. The ques- 
tion is: Who will be the winners and losers? 

Many Americans believe that we have the 
best telephone system in the world. They are 
in for a rude shock. 

In recent years, France and Japan have 
passed us in the deployment of modem 
telecommunications technology and the in- 
troduction of services ranging from call 
screening to video teleconferencing. The 
French Minitel system currently provides 
more than 5,000 information services to the 
public and is available in two U.S. cities. 
The U.K., Canada and Singapore, among 
others, are moving ahead of us, too. 

It is already possible, on a limited basis, 
to export and import certain telephone 
services. This is already happening with 
international calls. 

And today, many international calls can 
be switched from Hong Kong or Singapore 
at half the price of making the call from the 
United States. Consequently, many firms 
lease private circuits on existing cables, 
transmit their international calls to Hong 
Kong or Singapore over the private circuit 
and use the switching system in those 
countries rather than their own to reach 
their destination. 

Singapore and Hong Kong are already 
adept at attracting international telephone 
traffic. Outbound international traffic— 
that is, calls switched to other countries— 
from these two nations has grown more 
than 60% annually over the past three 
years. With new fiber-optic connections, 

this business will grow even more rapidly. 
The extra business will produce jobs, 

taxes and balance of payments benefits. It 
also funds investment in even more sophis- 
ticated public telecommunications net- 
works—at the expense of nations that lose 
the traffic. 

While the U.S. dithers, other nations are 
aggressively modernizing their public net- 
works and developing new services to com- 
pete in the global information industry. Last 
year, the U.S. telephone industry invested 
about $110 per subscriber in new plants and 
equipment. France and Britain are invest- 
ing at twice that rate, and Japan and 
Singapore at almost three times that level. 
We have seen this pattern before in the steel, 
automotive, consumer electronics and 
semiconductor industries. 

Under current regulation, telephone 
companies are allowed to earn no more 
than a prescribed rate of return on their 
existing rate base of assets in use. Tele- 
phone companies are reluctant to remove 
assets from the rate base, even if they are 
old and obsolete. The result is a rate of 
modernization that is staggeringly slow by 
international standards. Other nations are 
modernizing at rates three or four times 
faster than we are. 

Efficient, sophisticated information ser- 
vices are critical to American industry. More 
money was invested in private information 
networks last year than in the public tele- 
phone system. Without the big users, the 
fixed cost of maintaining the public net- 
work will be borne by small businesses and 
the average consumer. That means higher 
prices and second-class services. Surely 
there is a more attractive scenario than this. 

It begins with the recognition that a new 
global era in the information industry re- 
quires a new set of public and corporate 
policies. Given the current structure of the 
industry, the breakthroughs must occur at 
the state level. Fortunately, programs en- 
couraging increased investment and price 
freezes on basic telephone services in ex- 
change for regulatory relief are being intro- 
duced in a dozen states. 

A number of states are adopting or 
developing programs to aggressively mod- 
ernize their telephone systems. These pro- 
grams will produce important and perhaps 
profound economic and social advantages. 

i tbisjirs- four-part series, 1WNEX presents global telecommunications perspectives by leading experts. 



Computers/Communications 
Niche, niche, everybody talks about finding 
niches. But what if the niche disappears, as 
happened twice to specialty computer chip- 
maker Silicon Systems? 

Thrill a minute 

By Ignatius Chithelen 

CARMELO SANTORO took over 
Tustin, Calif.-based Silicon 
Systems, Inc. in 1982. The best 

that could be said for this small com- 
pany was that it had survived, eking 
out a living making custom chips. 
"The company was so busy designing 
specialized chips for anybody who 
paid them that it was ignoring larger, 
more profitable markets," recalls San- 
toro, 47. A Ph.D. in physics who came 
to Silicon Systems after a decade of 
senior management experience at 
chipmaking companies like IBM, 
American Microsystems and Motor- 
ola, he knew the business inside out. 
He knew at once that Silicon Systems 
was on the wrong track. 

He started looking for niche prod- 
ucts where he could get long produc- 
tion runs. He succeeded, but his expe- 
rience shows that holding niches is 
even harder than finding them. 

For example, in the mid-1980s 
MCI'S long-distance business had 
moved into billion-dollar territory, 
but MCI'S subscribers, unlike AT&T'S, 
had to dial a five-digit access number 
to get connected. To sell large cus- 
tomers on its service, MCI equipped 
private branch exchanges with auto- 
dialers to dial these extra digits. Here 
was the niche Silicon Systems need- 
ed. Santoro got a $25 million order 
from MCI for chips to go into those 
autodialers. Silicon's sales went from 
$23 million in the fiscal year ended 
Sept. 24, 1983 to $57 million the next, 
and the company booked an $8 mil- 
lion profit. 

But this niche quickly disappeared. 

The next year AT&T phased in equal 
access to its lines. No more need for 
the autodialer. In fiscal 1985 sales 
flattened and profits were cut in half, 
to $3.1 million. 

What next? No use fighting against 
the likes of Intel, National Semicon- 

ductor, Motorola and various Japa- 
nese giants in the high-volume mem- 
ory and microprocessor business. San- 
toro went looking for a related niche 
in the specialized market of chips that 
combine analog and digital functions 
on a single piece of silicon. Digital 
chips, including those for memories 
and processors, deal strictly with the 
Os and Is of data manipulation and 
numeric computation, and talk 
among themselves only; analog chips 
interact with the outside world, such 
as with a telephone dialer or a com- 
puter keyboard. 

Specifically, Santoro went after an- 
other digital/analog niche, chips that 
work with hard disk drives in person- 
al computers. Silicon Systems devel- 
oped a product line that includes 
read/write amplifier chips and motor 
controllers used by hard disk drive 
makers such as Seagate Technology 
and Miniscribe. 

Santoro scored again. For fiscal 
1988, with 75% of its sales coming 
from disk drive makers, Silicon Sys- 
tems'   revenues   hit   $121   million, 

Silicon Systems' Carmelo Santoro 
Better a risky life than a slow death. 
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The Larger Context 

The much-maligned "soulless" corpora- 
tion actually opens up space for political 
liberty. That liberty should be put to use. 

BUSINESS SHOULD 
SPEAK UP 

By Michael Novak 

Despite much hoary rhetoric about 
"the individual," the distinctive in- 
vention of democratic capitalist so- 
cieties is not the individual; it is the 
corporation—more largely, the as- 
sociation. Democratic capitalism's 
greatest achievement was creating 
social space for "civil society," that 
whole arena of public action where 
citizens join together to achieve 
their social purposes, apart from 
government control. 

In much of the world today, there 
is very little such space. To the one 
side, there is the gargantuan state; 
to the other, the lone individual. 
The novelty introduced by demo- 
cratic capitalist societies (the U.S. 
was the first) was to wedge open the 
public space between the individual 
and the state, and to multiply new 
social interactions. 

In their germinative book, To Em- 
power People, Richard John Neuhaus 
and Peter L. Bergcr called the new 
social institutions that stand be- 
tween the naked individual and the 
would-be omnipotent state "medi- 
ating institutions." Among these 

Philosopher, journalist and ex l s ambas- 
sador Michael Novak directs social and fx> 
litical studies at the American Enterprise 
Institute in Washington, DC Among bis 
recent books are raking Glasnost Seriously 
and Free Persons and the Common Good. 

are families, private schools, labor 
unions, parent-teacher associations, 
universities, businesses and other 
private corporations. 

So much importance did Tocque- 
ville attach to this intensification of 
voluntary social action that he 
christened it the Principle of Asso- 
ciation. And he established that 
principle as the first law of the new 
science of democracy. He wrote: 

"Americans of all ages, all sta- 
tions in life and all types of disposi- 
tion are forever forming associa- 
tions. There are not only commer- 
cial and industrial associations in 
which all take part, but others of a 
thousand different types—religious, 
moral, serious, futile, very general 
and very limited, immensely large 
and very minute. Americans com- 
bine to give fetes, found seminaries, 
build churches, distribute books, 
and send missionaries to the antipo- 
des. In every case, at the head of any 
new undertaking, where in France 
you would find the government or 
in England some territorial mag- 
nate, in the U.S. you are sure to find 
an association. . . . 

"Thus the most democratic coun- 
try in the world now is that in 
which men have in our time carried 
to the highest perfection the art of 
pursuing in common the objects of 
common desires." 

Tocqueville realized that if citi- 
zens are unable to initiate social 
action on their own, they have no- 
where to turn but to the state. Yet, 
in many spheres of human need, the 
state is ill-equipped to act success- 
fully, efficiently and humanely. 
That is why the opening up of space 
for "mediating institutions" is cru- 
cial for democracies. 

Among these mediating institu- 

tions, the business corporation 
one of the chief. Large and sm; 
such corporations and partnershi 
(there are about 15 million in t 
U.S., one for every seven worke 
are the basic means by which dem 
cratic capitalist societies libera 
their citizens from poverty. 

Business corporations are, esse 
tially, voluntary associatioi 
formed for particular economic pt 
poses. They are designed to me 
the needs of an important part 
human life, not for the whole of lif 
they are not total communitie 
Their primary aim is to produc 
economic growth, another word f( 
which is profit. If they do not pr< 
duce that, society as a whole is i 
economic stagnation or decline. 

The reason for developing suc| 
novel forms of life is twofold. Ecc 
nomic tasks are almost always to| 
large to be achieved by one indivic 
ual alone. Indeed, they are usuallj 
also too large and too prolonged t| 
be achieved within the lifetime 
one generation. Therefore, a new 1^ 
gal form for human action—and 
body of law to support and to regul 
late it—needed to be developed: th{ 
corporation and corporate law. 

Yet among the world's 166 or sd 
nations, relatively few allow private 
business corporations to come intc 
existence   and   to  flourish  freely] 
Narrow entry to legal incorpora-f 
tion, strict limitations and confisca-l 
tion are more common. Even in this! 
country, many would subordinate! 
the corporation to the state. Corpo-| 
rations are relatively fragile flowers,! 
growing only in the good soil of rare| 
forms of political economy. 

For this reason, I disagree with' 
those who argue that business cor- 
porations are solely economic insti- 
tutions concerned simply with 
making profits. To survive, they 
must nourish the special soil that is 
their life support: the political sys- 
tem that gives them legal existence 
and the moral/cultural systems on 
which they absolutely depend. For 
the business corporation to be polit- 
ically neutral or silent on moral 
matters is to court suicide. 

Corporations have obligations to 
their stockholders, but they must 
also take care to protect, nourish 
and fertilize the soil from which 
they spring. They have a vital inter- 
est in democratic governance and in 
the particular moral ideas of cre- 
ativity, discipline and liberty that 
gave them being. They have an obli- 
gation to speak up. ■ 
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The life busine 
drop-dead tech 

In life insurance; the saying goes; the paperwork can 
kill you. The paperless office is every company's dream. 

That's why lots of huge insurance companies are 
using NYNEX. 

Recently to simplify life for one of these colossi; 
NYNEX replaced acres of paper with an innovative new voice 
and data network, connecting their operations center with 
their headquarters. It makes their systems compatible. 

And remarkably it allows them to access their whole 
information network by plugging any work station into 
any phonejack. 

This NYNEX technology isn't just convenient. It's 
saving them a lot of money 



ss needed some 

Which is always the best policy. 
The NYNEX family of companies would like to 

work with you; too. We offer you everything from computer 
networks and software; to mobile phones; to the services of 
New England Telephone and New York Telephone. 

Call us at 1 800 535-1535. 
When we say the answer is NYNEX;it

;s not just 
an empty claim. 

Need to communicate?Need to compute? The answer is 

NYNEX 



Computers / Communications 

Thrill a minute 

Niche, niche, everybody talks about finding ^^t^ZZl^- 
mCheS. BUt What if the niche disappears, aS    ory and microprocessor business. San- 

J A* ' toro went looking for a related niche 
happened twice to specialty computer chip- ™ the specialized market of chips that 

7 t^.i. r,      , o combine analog and digital functions 
maker Silicon Systems? on a smgie piece of smcon. Digital 

chips, including those for memories 
and processors, deal strictly with the 
Os and Is of data manipulation and 
numeric computation, and talk 
among themselves only; analog chips 
interact with the outside world, such 
as with a telephone dialer or a com- 
puter keyboard. 

Specifically, Santoro went after an- 
other digital/analog niche, chips that 
work with hard disk drives in person- 
al computers. Silicon Systems devel- 
oped a product line that includes 
read/write amplifier chips and motor 
controllers used by hard disk drive 
makers such as Seagate Technology 
and Miniscribe. 

Santoro scored again. For fiscal 
1988, with 75% of its sales coming 
from disk drive makers, Silicon Sys- 
tems'   revenues   hit   $121   million, 

By Ignatius Chithelen 

CARMELO SANTORO took over 
Tustin, Calif.-based Silicon 
Systems, Inc. in 1982. The best 

that could be said for this small com- 
pany was that it had survived, eking 
out a living making custom chips. 
"The company was so busy designing 
specialized chips for anybody who 
paid them that it was ignoring larger, 
more profitable markets," recalls San- 
toro, 47. A Ph.D. in physics who came 
to Silicon Systems after a decade of 
senior management experience at 
chipmaking companies like IBM, 
American Microsystems and Motor- 
ola, he knew the business inside out. 
He knew at once that Silicon Systems 
was on the wrong track. 

He started looking for niche prod- 
ucts where he could get long produc- 
tion runs. He succeeded, but his expe- 
rience shows that holding niches is 
even harder than finding them. 

For example, in the mid-1980s 
MCI'S long-distance business had 
moved into billion-dollar territory, 
but MCI'S subscribers, unlike AT&T'S, 
had to dial a five-digit access number 
to get connected. To sell large cus- 
tomers on its service, MCI equipped 
private branch exchanges with auto- 
dialers to dfal these extra digits. Here 
was the niche Silicon Systems need- 
ed. Santoro got a $25 million order 
from MCI for chips to go into those 
autodialers. Silicon's sales went from 
$23 million in the fiscal year ended 
Sept. 24, 1983 to $57 million the next, 
and the company booked an $8 mil- 
lion profit. 

But this niche quickly disappeared. 

The next year AT&T phased in equal 
access to its lines. No more need for 
the autodialer. In fiscal 1985 sales 
flattened and profits were cut in half, 
to $3.1 million. 

What next? No use fighting against 
the likes of Intel, National Semicon- 

Silicon Systems' Carmelo Santoro 
Better a risky life than a alow death. 
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while net income was $13 million, or 
$1.46 per share. Elated, last August 
Santoro paid $21 million for a huge 
178,000-square-foot wafer fabrication 
plant in Santa Cruz, Calif, that could 
double his manufacturing capability 
after some $7 million in improve- 
ments are completed. 

Alas. No high-tech niche is safe to- 
day. Within months of his purchase, 
his disk drive customers began slash- 
ing orders in response to their own 
sales troubles. Seagate, which ac- 
counted for a third of Silicon's 1988 
revenues, suffered a loss of $45 mil- 
lion in the six months ended Dec. 31. 
Miniscribe, which accounted for 5% 
of Silicon's fiscal 1988 sales, recently 
announced that it would have to re- 
state its earnings for 1988, possibly 
reducing them significantly. 

Result: Orders for Silicon Systems' 
chips were down 35% in its Decem- 
ber quarter from the previous year. 
The Santa Cruz plant now costs $4 
million a year aftertax in overhead 
and debt service. Long-term debt of 
$52 million is a scary 90% of equity. 
Analysts estimate that Silicon Sys- 
tems' revenues this year will climb to 
$140 million, but the increased debt 
load will mean a lower net income, 
probably less than $11.1 million, or 
$1.15 a share. 

Santoro remains confident about 
weathering another downturn—Sili- 
con Systems has $18 million of cash 
on hand—but he is worried that the 
low stock price will invite a hostile 
raider. On Mar. 31 he announced that 
he was shopping the company around 
to potential white knights. The com- 
pany, meanwhile, is making chips for 
disk drives for both the newer 3'/2- 
mch PC disks and the disk drives in 
workstations from Sun Microsystems 
and Digital Equipment Corp. Santoro 
also still has a profitable business sell- 
ing modem chips to companies like 
Hayes Microcomputers, Compaq and 
Zenith Motorola is selling Silicon 
Systems' digital/analog chips to the 
auto industry, where they are used in 
ignition systems, fuel gauges and 
pressure gauges 

All this s.ivs something about risk. 
Depending on niches in fast-changing 
technology markets is risky. But if 
Santoro hadn't taken risks, Silicon 
Systems would still be puttering 
along on one cylinder. Or it might 
have died. Better a risky life than a 
slow death. 

Silicon Systems' Tustin, Calif, chipmakingplant 
No sense trying to compete with Intel, Motorola and the Japanese. 

Andrew Rodney 

There are two kinds of profits, the kind you 
can buy groceries with and the paper kind. 
Some software companies have a lot of the 
latter. Investor beware. 

Soft dollars 

By David Churbuck 

ORACLE CORP., the high-flying 
Belmont, Calif, vendor of data- 
base software, dazzled Wall 

Street once again with its third-quar- 
ter report. For the period ended Feb. 
28, it showed earnings of $24 million, 
or .36 cents a share, almost double the 
figures for the year-earlier period. The 
stock shot up 2 points on the day 
following the announcement, to 24-VB. 

It's hard to make a bearish case for a 
company whose earnings per share 
could conic in this year at 100 times 
what they were in fiscal 1982. None- 
theless, a mild note of caution must 

be injected into this otherwise happy 
story: Oracle isn't generating much 
cash from its business. 

In fiscal 1988 it reported a net of 
$42.9 million, or 65 cents a share. But 
cash flow, narrowly defined—we will 
explain that in a minute—was only 
$8.7 million, or 13 cents a share. The 
rest of the profit was what you might 
call soft dollars. They were there 
on paper, but the money was not in 
the tilt. 

The cash flow picture was similar 
at some other software companies. In 
the fiscal year ended Mar. 31, 1988, 
Computer Associates reported profits 
of $102 million, yet its cash flow was 
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only $36 million. In its Mar. 31, 1988 
fiscal year, Borland International re- 
ported net of $1.8 million, yet its cash 
flow was negative. It had to borrow to 
pay its dividend. 

Why the big discrepancies? When 
aren't profits cash profits? For soft- 
ware developers, two items stand out: 
research and development capitalized 
rather than charged off to earnings, 
and receivables not yet collected from 
customers. Both tend to drain cash 
out of the checking account while 
leaving the profit-and-loss statement 
looking rosy. 

Kenneth S. Hackel, president of 
Systematic Financial Management 
Inc. in Fort Lee, N.J., defines cash flow 
this way: "What falls out of the corpo- 
rate pockets when you turn a compa- 
ny upside down and shake." In the 
table we have taken this notion of 
profitability to its extreme, debiting 
from profits not only some common 
balance sheet adjustments but also-all 
outlays for property, plant, equipment 
and software—outlays that all too of- 
ten are necessary just to keep a high- 
technology business going. 

As to which tells the truth about a 
company, cash flow or profits, the an- 
swer is that investors should keep an 
eye on both. Stocks, by and large— 
especially growth stocks—tend to 
trade on the strength of earnings, not 
cash flow. To this end, the plowing 
back of profits into more growth 
makes sense. But, setting aside the 
possibility of a cash takeover, the ulti- 
mate purpose of any equity invest- 
ment is to collect dividends. At some 
point a growth company is supposed 
to mature and deliver cash to its own- 
ers. If a company were destined to 
suck in cash unto eternity, never re- 
turning it as dividends, it would not 
be worth anything. It would be like a 
loan to Mexico. 

Software outfits, of course, argue 
that their profits are real—and more 
relevant to the investor than the sta- 
tus of their checking accounts. Says 
Michael Musson, Oracle's director of 
investor relations, "We consider our- 
selves to be very conservative. We 
don't capitalize as much R&D as other 
companies. We do not recognize reve- 
nue for long-term receivables, and 
that differentiates us from Relational 
Technology or Cullinet or Computer 
Associates." The finger-pointing con- 
tinues: A Cullinet spokesman says, 
"They [Oracle] have a larger receiv- 
ables balance versus the amount of 
sales they book. We think we are 
more conservative." 

But a weakness in cash flow is 
sometimes a premonition of profit 
weakness. Indeed, between 1969 and 

1970 several high-flying software 
stocks collapsed when soft spots on 
the balance sheet, such as capitalized 
R&D, finally caught up with firms 
that found their past profits couldn't 
be turned into cash. If users cease to 
buy a company's programs, its capi- 
talized software becomes like good- 
will—worthless. 

How does one calculate cash flow? 
Start with Oracle's fiscal 1988 net in- 
come. Now add in depreciation and 
amortization and deferred income 
taxes. These are "noncash charges," 
meaning they reduced net income, 
yet didn't cost cash out of pocket and 
so should be added back. Sum the 
three figures and you get the $59.5 
million that Oracle reported in cash 
from operations. This corresponds 
pretty closely to the classic Value Line 
definition of cash flow. 

Now subtract some items that were 
not figured into net income yet drain 

How secure are those receivables as 
assets? Very, says Musson: The high- 
profile customers are good credits, 
and the contracts are binding. Still, 
it's not money in the bank. 

An assortment of other adjust- 
ments must be made. Where allowing 
customers to pay slowly works 
against Oracle's cash balance, post- 
poning the payment of its own bills 
(the growth in accounts payable) 
works in favor of its cash balance. 
Financing activities, however, are an- 
other matter. If the checking account 
is fatter by dint of the proceeds of a 
bank loan or a stock sale, that is no 
evidence of a mature, cash-generating 
business. 

A shortcut through the cash flow 
statement: Take the $11 million gain 
in Oracle's cash assets during the 
year, and back out the $2.3 million it 
raised from financing (new debt net of 
retirements, and stock sales net of 

Where's i the money? 
Profits are one thing, money in the bank something else. Two of these 
companies, Lotus and Systematics, are strong cash generators. 

Company/software 

-Per share'- 
Net 

income 

Recent 
stock 
price Revenue 

Cash 
flow2 

Borland/PC languages, applications $1.31 S0.03 S-0.25 1% 

Computer Associates/mainframe utilities 8.39 1.25 0.43 35 

Lotus Development3/PC spreadsheets 8.66 1.58 1.30 20'/4 

Microsoft/MS-DOS, applications 10.59 2.22 0.61 497/s 

Oracle/relational database program 4.25 0.65 0.13 25'A 

Systematics banking systems 16.17 1.39 1.69 34'A 

'Data for fiscal 1988.    2Dividends paid plus increase in cash equi 
increase in short- and long-term debt.    'Data for fiscal 198" 

talents held. less net stock issued, less 

cash. For instance, Oracle capitalized 
$4.4 million of its R&D. That is, it 
wrote out checks for programmers' 
salaries and such costs, yet didn't deb- 
it earnings for the amount because it 
viewed the outlay as a long-term in- 
vestment. Oracle also shelled out $31 
million for "property purchases"— 
primarily for computer equipment. 

Another cash-draining activity was 
keeping its customers happy. In order 
to move the merchandise—complex, 
powerful database management pack- 
ages that cost anywhere from $1,295 
for a single PC to $250,000 for an IBM 
3090 mainframe—Oracle lets users 
buy on time. They sign contracts with 
payments spread out over a maxi- 
mum of 12 months. Oracle records 
almost the full amount when the con- 
tract is signed. This creates an ac- 
count receivable on its balance sheet. 
In fiscal 1988 receivables grew by 
$70.2 million. That sum works 
against Oracle in the cash accounting. 

repurchases and dividends, if any). 
The resulting $8.7 million is the cash 
flow, narrowly defined. 

Borland, which sells programming 
tools and applications such as a 
spreadsheet, word processor and data- 
base manager, looks even worse by 
this definition of cash flow. Notwith- 
standing $8.9 million in new debt and 
equity financing (net of retirements 
and dividends), the company managed 
to drain its cash balance by $6.8 mil- 
lion during the year ended Mar. 31, 
1988. Resulting cash flow: a negative 
$15.7 million. 

Not all software outfits are cash 
dissipaters (see table). Lotus Develop- 
ment and Microsoft expense their 
R&D—that is, write it off immediate- 
ly as a cost of doing business. They 
both take in more cash than they need 
to run their businesses. Other things 
being equal, that makes them safer 
investments. 
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The new COMPAQ DESKPRO 286e. 
Further proof that what's on the outside, 

••■red trademark of Compaq Computer Corp. 'ip<Mj Compute: ■ 



? 

says a lot about what's on the inside. 
Compaq has earned a reputa- 

3n for building the most powerful 
ad reliable per- 
)nal computers 
1 the world. 

Credit this to 
le engineers at 
tompaq who work 
) make sure that 
ou have the exact 
ombination of 
matures needed to 
lo your job. And do it better. 

The new COMPAQ DESKPRO 
186 e is the latest personal com- 
pter to prove this point. 

It brings a 12-MHz 286 
nicroprocessor together with a 
ong list of integrated features. 
Ml in a compact package that 
akes on the latest applications, 
without taking over your desk. 

Start with high-performance 

You'll see things in a 
built-in high-speed 

rive expansion slots give you room to grow: 
me for high-speed memory, and four for 
'housands of industry-standard add-ins. 

built-in VGA graphics. It gives 
you higher resolution and sharp- 
er contrast, soeverything from 

text to graphics is easier to read. 
It also gives you the capability to 

display up to 256 
colors simultane- 
ously on a VGA 
monitor. 

We know you 
have lots on your 
mind. That's 
why one mega- 

tetterlightwith     byte of memory 
VGA graphics.      is standard and 

can be expanded to 13 megabytes 
using a separate high-speed mem- 
ory expansion slot. So you can 

^   Built-in interfaces mean you can 
connect a mouse, printer, 

modem or other toob with- 
out taking up a slot. 

tackle just   ^  about 
anything you want 

Need room to grow? Four 
industry-standard expansion slots 
let you add extra capabilities to 
do things like swap information 
with other PC's. V\fork 
over the phone. Even 
get on speaking terms 
with a mainframe. 

The COMPAQ 
DESKPRO 286e 
Personal Comput- 
er also allows 
you to use up 

to four internal storage devices, 
choosing fast 110-, 40-, or 20-MB 
fixed disk drives, both 5V4- and 
3V2-inch diskette drives, as 
well as tape drives. 

Simply translated, the COMPAQ 
DESKPRO 286e has the features 

You'll get the flexibility to use 
both 5'U- and 3'/2-inch 

diskette drives, along 
with a wide variety 
of fixed disk drives 

and tape drives. 

and compatibility to 
easily run the spread- 
sheets, reports and 
other work you do. 

And it can just as easily run on a 
network, so you can share your 
ideas with everyone. 

It's this kind of attention to 
detail that's made 

the COMPAQ ^'V name unparal- 
leled for quality      ^^reliability 
and performance. 

That about covers it. 
Inside and out. 

For a free brochure on the 
COMPAQ DESKPRO 286e 
and the location of an Autho- 
rized COMPAQ Computer 

Dealer near you, just call 
' yjOO-231-0900, Operator 

92. In Canada, 1-800- 
263-5868, Operator 92. 

compAa 
t simply works better. 



Decades after embarking on a quest for a 
computerized language translator, scien- 
tists have some useful results. But profits 
are another matter. 

Why cant 
computers talk? 

By Diana Fong 

IONG BEFORE the spreadsheet pro- 
_ gram or desktop publishing was 
I even dreamed of, scientists 

seized on automated translation as a 
technology of the future. Beginning in 
the 1960s, when some computers still 
ran on vacuum tubes, the U.S. Air 
Force began pouring millions of dol- 
lars into machine translation. The no- 
tion was that, within a few years, 
computer-fed Russian scientific jour- 
nals would spew out English transla- 
tions automatically. 

What hubris. By the mid-1960s the 
scientists realized that linguistic tal- 
ent goes beyond lexicons and parsing. 
Typical of the output of a computer 
translator: "Out of sight, out of mind" 
became the equivalent of "blind 
idiot" in Russian; "heavy duty truck" 
became "truck with a grave responsi- 
bility" in Vietnamese. In a 1966 re- 
port the National Science Foundation 
threw in the towel, and the govern- 
ment grants dried up for a long while. 

Now, with computers vastly more 
powerful and cheaper than they were 
a generation ago, machine translation 
is enjoying a renaissance. Several 
small outfits are offering computer 
translation programs, and such giants 
as IBM and Fujitsu have recently 
emerged with commercial products. 
Japan's NET and Sharp are putting re- 
search money into machine transla- 
tion software. Camegie Mellon Uni- 
versity has a Center for Machine 
Translation with an annual budget of 
about $1 million 

As for profitability, though, the 
computer translation business seems 
still to he m its infancy. La (olla, 
Calif.-based Systran, one of the oldest 
machine translator companies, has 
soaked up $70 million in research 
money so far. But it generates annual 

130 

revenues of only $3 million for its 
owner, French industrial valve manu- 
facturer Gachot S.A. Logos, a Ded- 
ham, Mass. outfit, has taken in $35 
million of venture capital—from BMW 
and a Drcxel Burnham Lambert fund, 
among others—for developing trans- 
lation software, but its annual sales 
remain around $5 million. It says it 
can break even this year, but won't be 
more specific about finances. Another 
machine translation software compa- 
ny, Worldwide Communications 
Corp. of Deerfield, 111., the U.S. sub- 
sidiary of Bravicc International, a Jap- 
anese company, closed down last Sep- 
tember. Automated Language Pro- 
cessing Systems in Salt Lake City, 
which does computer-assisted trans- 
lation, is the only firm in the business 
to go public, and it is losing money. 
All told, the translation software sell- 
ers probably do less dollar volume in a 
year than Microsoft does in a single 
month from PC software. 

Yet the potential market for ma- 
chine translation ought to be enor- 
mous. Worldwide, businesses and gov- 
ernments spend $20 billion a year 

Comp/Comm 
translating, according to Future Tech- 
nology Surveys in Madison, Ga. Why 
does machine translation account for 
such a minuscule fraction of that mar- 
ket? The problem is that language 
translation is far subtler than simply 
substituting words from a dictionary. 
To translate, a machine must under- 
stand; to understand, it must have not 
just a dictionary and rules of syntax, but 
also common sense. "The green house 
on the hill" would be clear to most 
speakers of English, but a computer 
might wonder whether the house is 
green in color or inexperienced. That's 
why the best of the computer programs 
can furnish only crude translations, 

very much in need of polishing by a 
human. As it stands, the business 
is one of machine-assisted trans- 
lating. The Logos program enables 
experienced translators to double 

their output. 
Just to get this far has required a 

huge effort. Some 1,400 man-years 
into its project, Logos has developed 
15,000 syntactic and 23,000 semantic 
rules that interact with one another to 
enable the computer to understand 
English. Logos delivered its first com- 
mercial product, a German-to-English 
system for Deutsche Bank and others, 
in 1983. Now its clients include Nix- 
dorf Computer and Unisys. 

Both Systran and Logos charge 
$3,000 or so a month to lease software 
for one language pair, such as English- 
French. The enormous programs run 
on IBM mainframes and Wang mini- 
computers, among other systems. Lo- 
gos says that a user whose translation 
needs exceed 3,000 pages a year would 
save by using a computer. 

The quality of the machine's trans- 
lation can be enhanced if the source 
document is unambiguous. Xerox, 
which uses Systran to help translate 
30,000 to 40,000 pages of documents 
a year, trains its technical staff to 
write with the needs of machine 
translation in mind. What does "Ship 
sinks today!" refer to? It could be the 
Titanic or a plumbing invoice. Don't 
count on the computer to make a 
good judgment. 

Someday, perhaps, machines will 
accomplish the marvels of language 
comprehension that scientists were 
talking about in the 1960s. In the 
meantime, however, a lot of venture 
capitalists may come to wish that 
they had put their money into less 
marvelous software. 
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THANKS TO THE POSTAL SERVICE, 
THIS IS THE ONLY LENGTHY FLOAT 

MOBIL HAS TO DEAL WITH. 

■ 

MILLIONS OF DOLLARS ARE REACHING MOBIL FASTER SINCE WE HELPED 
THEIR CREDIT CARD CENTER CUT MAIL FLOAT TIME BY A FULL DAY. 
Ralph Beckett, Mobil's Supervisor of Operations Processing, saw 
great potential benefits in barcoding their credit card statements. 

With the help of our Jane Dyer and Clete Coursen, Mobil began 
barcoding customers' statements as well as their courtesy reply mail. 

And they began to get back remittances a full day sooner, on 
the average. 

Ralph Beckett estimates that this two-pronged barcoding 
has realized as much as $2,000,000 for Mobil in reduced mail float 
time last year-plus another $170,000 in postage discounts. 

When it comes to saving 
money, the Postal Service can 
help your ship come in, too. 
Send the coupon and learn about 
all our creative solutions. 

UNITED STATES 
POSTAL SERVICE 
WE DELIVER. 

r 25AX 

SHOW ME HOW TO REDUCE MY FLOAT TIME. 
SEND MY FREE BROCHURE AND CASSETTE TODAY. 
Call 1-800-842-9000. Ext. 221 or mail this coupon to: 
United States Postal Service, P0 Box 7897, Mt Prospect IL 60056-9903 
My line of business i>: (Please check one) 
I Insurance Government ] Securities        _ Services 
I, Banking Publishing Utilities '.   Manufacturing 
□ Retail Education H Wholesale      □ Other 

Name. 
Firm_ 

.Title. 

Street Address. 
City  

t'honei I 

.State. .ZIP Code* 
.Today's date. 



Random Access 
Commentary by Esther Dyson 

A SURFEIT OF VAPORWARE 
In recent months, investors have 
seen a string of announcements 
from software companies that 
couldn't get their products out on 
time. Over-promises are nothing 
new (hence the term "vaporware"), 
but the problem seems to be getting 
worse. Vaporware is becoming a 
curse for the nation as well as for 
the software business. Why is this 
happening? 

The prevalence of the phenome- 
non suggests that U.S. programmers 
have a tough time working together 
on large projects. This syndrome is 
especially acute in the personal 
computer software business, where 
the lone-ranger, did-it-all-myself- 
ovemight - on - a - six - pack - of - Cokes 
ethos prevails. 

Personal computer software my- 
thology is full of heroes such as Dan 
Bncklin and Bob Frankston, design- 
er and programmer respectively of 
VisiCak; Mitch Kapor and Jonathan 
Sachs, designer and programmer re- 
spectively of 1-2-3; Dave and Peter 
Winer, designer and programmer re- 
spectively of ThinkTank, the first 
mass-market outliner; Robert Carr, 
programmer and designer of Frame- 
work, an elegant spreadsheet/out- 
liner/word processor package; An- 
drew Layman, programmer and de- 
signer of TimeLine, a project 
manager. Lots of solo heroes and 
two-person designer-programmer 
combos, but not one large team 
among them. 

But most of the software needed 
today doesn't require creativity and 
daring as much as craftsmanship, 
attention to detail and integration 
with existing systems. The tough- 
est part of building the new Lotus 1- 
2-3 (expected in various forms over 
the next few quarters) is not its de- 
sign. That involves little more than 
adding a few new features widely 
requested by customers and already 
offered by competitors. The real 
challenge with the new Lotus is get- 
ting it to fit the rest of what's out 
there. It has to look and feel familiar 
to the millions of people who have 
used earlier versions, and it has to 

» Dyson is editor and publisher oftbe 
newsletter Release 1.0. 
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run the models and custom applica- 
tions built around the old product. 
And with all these new features, 
Release 2.5 still has to run on the 
same pes that supported the old 
product (although there's also Re- 
lease 3.0 for expanded-memory pes 
and os/2 systems). Solving this kind 
of problem isn't a matter of some 
character shouting Eureka! It in- 
volves lots of detailed input by lots 
of people. 

The new 1-2-3 must run on sever- 
al kinds of hardware, not just the 
IBM PC and its clones. And I mean 
all kinds. Although they're not an- 
nounced, 1-2-3 versions are report- 
edly in the works for Sun worksta- 
tions and other machines that use 
the UNIX operating system, for Ste- 
ven Jobs' Next machine and even 
for mainframes. In addition, the 
new product must support a variety 
of screen styles and output devices 
and share data with many brands of 
database managers. 

Making the product do all that 
doesn't require a lot of creativity in 
large things, although it requires a 
lot of cleverness. And it requires 
teamwork—not a strength at Lotus, 
by all accounts, before the arrival of 
Frank King from IBM last spring. 

This is not a problem limited to 
software companies. As hard as it 
was for Lotus to get 1-2-3 to suit a 
variety of environments, similar 
problems occur everywhere and all 
the time, as customers try to build 
systems using not just 1 -2-3 but also 
databases, accounting systems, de- 
partmental minis, mail systems and 
other software and hardware gear. 

As with Lotus, so with our entire 
society. Our individual strengths 
may be our great weakness as we 
start to feel the competitive pres- 
sure of Japan and other countries in 
the software business—and in using 
software in the economy at large. 

We're great at building innovative 
tools—1-2-3, word processors, out- 
liners, modelers and computer-as- 
sisted software writing schemes— 
but we're lousy at using them in 
teams (as I discussed in my column 
on computer-aided software engi- 
neering of Mar. 6). 

Think of the bright but lazy kid 
who breezes through high school 
and gets into Harvard without ever 
having to crack a book. Out in the 
real world, that kid is in for a shock 
when he encounters other students, 
perhaps without his native creativ- 
ity but with better study habits to 
make up for it. In this sense, the 
Japanese have extraordinary study 
habits. 

At the start of the software era, 
individualistic U.S. creativity made 
this country a winner. But from 
now on, the preponderance of soft- 
ware effort is going to be derivative: 
tying things together, reusing other 
people's work and adding features, 
building systems according to the 
needs of users (not according to the 
dreams of programmers). Most soft- 
ware won't be built "new"; it will 
be assembled from existing compo- 
nents in semiautomated software 
"factories." 

The value to society of software 
won't be in the software industry 
itself but in the use of software to 
make the economy more produc- 
tive. The majority of programmers 
will work outside the software busi- 
ness, building software specific to 
the companies or industries they 
work for. 

That doesn't mean (thank good- 
ness!) that the world won't still 
need and appreciate the creativity of 
a Steve Jobs or a Mitch Kapor (both 
designers, not coders). 

But in a world of electronic com- 
munications, fast-changing mar- 
kets and copycatting of innova- 
tions, competitive advantage 
doesn't come from genius. It comes 
from the careful and meticulous use 
of innovators' ideas by hardwork- 
ing, collaborating teams who will 
sacrifice their individuality for the 
success of a joint project. And that's 
why the recent delays in software 
projects are so troubling. ■ 
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Good help isn't hard to find. It's waiting 
in line at the lax machine. 

Does it ever seem like the people who work for 
you are spending more time at the fax machine 
and less time at their desks? 

With Western Union's OfficeAccess31 software 
and electronic messaging services you can keep 
them out of the fax lines. It allows anyone in 
your office to send fax directly from the desktop 

terminal where the message was composed. 
With OfficeAccess software on your current 

terminal system, you can communicate with 
your customers, your suppliers, your field offices 
and the general public through electronic mail, 
telex, and Western Union's Priority Mail Serv- 
icesf as well as fax. And you can do it all from 

WESTERN 
UNION 

any terminal in your office. 
Whether you're using IBM, DEG, Wang, Apple 

or almost any other system, OfficeAccess can give 
you a smarter, more efficient office. 

Call Western Union at 1-800-247-1373, Dept. 
110. And find out how to help your bottom line by 
keeping your employees out of the fax line. 

OFFICE 

C1989 *stera Union Caporatm 
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At the University of Missoui 
for professors to get til 

We also found a better way for professors to 
get through to other professors. For administra- 
tive people to get through to other administrative 
people. In fact, we found a way for the entire 
university to communicate a whole lot better. 

How? With an innovative, state-of-the-art 

system we call GTE CentraNets service. 
Utilizing fiber-optic technology, this system 

provides voice, data and video capabilities that 
link all the university departments together. 
It also enables professors and students to com- 
municate via personal computers in the dorms. 

GTE CcniraNct" -.crv foe is a rcgislcrcd servicemark of GTE Corp. 



I developed a better way 
1. to their students. 
improving one-on-one education at one of the 
(Midwest's largest universities. 

Amazingly, the system handles almost half a 
million calls per week. Equally amazing is that 
we accomplished all this at a great savings to the 
university. Which just goes to prove: You can 

major in advanced communications, and still 
know a thing or two about economics. 

You see at GTE, it's not just communications 
we offer, it's solutions. Call 
us. It could be very educa- ^m^^mmam^ 
tional. 1-800-225-5483. [ ffr  [3 

THE POWER IS ON 



Science & Technology 
Edited by Gary Slutsker 

Long before the new superconductors be- 
come commercial, magnetic levitation will 
pay off for companies like Aura Systems. 

Look, Ma, 
no bearings 

David MncWOnyx 

I/any Kurtzman, president of Aura Systems 
Levitating rotors, not furniture. 

By Kathleen K. Wiegner 

LIKE SOME HIGH-TECH incarnation of 
Daniel Dunglas Home, the 19th-cen- 
tury medium who levitated not only 
furniture but himself, Harry Kurtz- 
man, too, is into levitation. But Kurtz- 
man suspends in midair not furniture 
but soup cans and metallic spheres. 

There are no magic incantations 
here. Kurtzman's trick is based on 
electromagnetism, controlled by fast- 
thinking chips. Surround a soup can 
with electromagnets and you can cre- 
ate just enough push and pull to stabi- 
lize it in midair. 

Magnetic suspension has long been 
a seductive technology for all sorts of 
commercial uses. But until recently 
scientists have not been able to con- 
trol the magnetic field precisely or 
actively enough to take the concept 
out of the lab. Proponents have long 
dreamed of high-speed trains floating 
above tracks, propelled and guided 
only by electromagnets embedded in 
the track bed. Or frictionless unlubri- 
cated magnetic bearings supporting 
rotating shafts at speeds well beyond 
the range of conventional bearings, 
with virtually no wear or vibration. 

Only in the last two decades has 
magnetic suspension become practi- 
cable outside the laboratory. Electro- 
magnets have been around since the 
mid-1800s; the first electromagnetic 
bearing was demonstrated at the Uni- 
versity of Virginia in the late 1930s. 
But this early technology was hard to 
control accurately and very costly to 
build. Now engineers can use tiny 
sensors to detect changes in position 
of the object being levitated and pow- 
erful microcomputers to change the 
flow of electricity around the electro- 
magnets, thus carefully controlling 
the magnetic fields. 

Today, a half-dozen or so small 
companies—Kurtzman's Los Ange- 
les-based Aura Systems among 
them—are developing products using 
the principles of electromagnetic levi- 
tation for everything from making 
submarines quieter to increasing the 
lifespan of factory machines. 

Ironically, the notion of levitating 
objects has been associated in the last 
few years with recent breakthroughs 
in superconducting materials. Experi- 
ments have demonstrated, for in- 
stance, that you can float a magnet 
above or below a superconductor and 
hold it steady. But superconductors 
are still so experimental that their 
developers have lately taken to bick- 
ering over how they actually work. 
Magnetic suspension, on the other 
hand, has been understood for over a 
century. 
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The Staff At Jeans International 
ian't Take Orders 24 Hours A Day 

Their Konica Fax Can. 

Whatever your business, there's a Konica Fax 
ailored to fit your needs. Rush orders, hot leads, or 
lew product developments. When overnight just 
von't do, Konica Fax saves the day. 

Sew up more business with a Konica Fax. 
M 1-800-648-7130. 

1989 Konica Business Machines U.S.A., Inc. 

Monica 
COPIERS-FAX 



The art of levitation 

Balancing a piece of iron in a magnetic field is as difficult as balancing a 
pencil on the tip of your finger. Earnshaw's Theorem, a Murphy's Law of 
levitation, says that the metal is constantly slipping off to one side or the 
other. The only way to keep it suspended is with dynamic control. Aura 
Systems' device measures the position of the rotor and adjusts the 
current in the four electromagnets up to 5,000 times a second. Since an 
electromagnet's field (indicated by flux lines) is proportional to the 
current, these adjustments can keep the rotor floating in the middle. 

Science & 
Technology 

Imagine a pump shaft that turns in 
a magnetic field (see diagram). The 
magnet placed above a magnetized 
pump shaft pulls the shaft up; other 
magnets in an array around the shaft 
also exert a pull to stabilize it. A coil 
near each magnet senses the position 
of the shaft and sends a signal to a 
microcomputer chip to correct the 
spacing continually. If the shaft sus- 
pended in the magnetic field begins to 
move toward any of the magnets, the 
amount of attraction can be reduced 
by reducing the amount of current 
flowing through the magnet. The 
shaft would then return to its original 
position. 

Substituting electromagnetic bear- 
ings for the conventional roller and 
ball varieties has several advantages. 
The shaft floating freely in space 
doesn't need lubrication and doesn't 
generate fnctional heat that demands 
cooling equipment. (Electromagnets 
produce some heat, but not nearly as 
much.) Vibration can also be all but 
eliminated, producing quieter and 
smoother-running; engines. 

In the natural gas industry, for ex- 
ample, this means eliminating a po- 
tential fire hazard by substituting 
electromagnetic bearings for oil-lubri- 
cated bearings in the compressor of a 
natural gas pipeline. Magnetic Bear- 
ings Inc., a four-year-old joint venture 
between Kollmorgen Corp. and the 
French Societe de Mecanique Magne- 
tique, has already sold its $200,000- 
plus bearings to two Canadian gas 
transmission companies, Nova Inter- 
national and TransCanada Pipelines. 
S2M had developed its magnetic sus- 

>JMJ Mn   . 

Magnetic test stand 
So a missile can be test-fired 
without a launch. 

pension technology originally for the 
French space program. 

Kingsbury Inc. of Philadelphia has 
been making ball bearings for over 75 
years. But a few years ago it started to 
diversify into magnetic bearings for 
specialized pumps that are submerged 
in fluid—pumps commonly found in 
oil refineries and chemical plants. 
The bearings in these pumps com- 
monly wear out in less than a year 
because they are exposed to corrosive 
liquids, necessitating plant shut- 
downs for replacement. In April 
Kingsbury demonstrated at an inter- 
national pump symposium in Hous- 
ton a working prototype of a sub- 
merged pump with magnetic bearings 
that will last five years. 

Because magnetic bearings tend to 
be big, heavy and costly, no one ex- 
pects them to totally replace conven- 
tional bearings. But in certain indus- 
trial as well as aerospace and military 
applications there are advantages. 
Submarine silencing is one area Mag- 
netic Bearings is looking into, since 
magnetic suspension can make rotat- 
ing machinery essentially vibration- 
free. Pratt & Whitney is studying the 
use of magnetic bearings in future 
high-performance jet engines. Mag- 
netic bearings, because they are fric- 
tionless, are better able to handle the 
stresses generated by these engines. 

Aura Systems, which lost $1.5 mil- 
lion on sales of $4 million in fiscal 
1988, has a $750,000 contract from 
General Dynamics to develop and test 
magnetic bearings for use on the Air 
Force's F-16 fighter. Kurtzman's prod- 
uct is a magnetic gimbal, or a device 
from which a camera can float freely 
without being affected by the jet's po- 
sition or vibrations. The gimbal lets 
the camera rotate in a number of di- 
rections as it takes pictures of the 
ground and ensures that those pic- 
tures will be sharper and clearer, since 
the bearing's sophisticated sensing 
ability compensates for the plane's vi- 
brations. A feedback mechanism, 
which takes its position from the 
plane's gyroscope, can adjust the cam- 
era as much as 1,000 times a second. 

What's good for the F-16 may also 
be good for your Porsche. In March 
Aura received two patents for active 
shock absorbers for automobiles us- 
ing magnetic suspension. Kurtzman 
thinks he can deliver them for $2,000 
a car—the cost of optional leather 
seats. Chances are you won't see ac- 
tive magnetic shocks before the mid- 
1990s. But, says Kurtzman, magnetic 
suspension can still deliver a lot of the 
things today that the superconductor 
crowd can only talk about. 
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"Maybe the problem really wasn't any of my business. But I'd noticed we were 
spending too much time hand-forming the mounting frames for our rockets. 

I suggested it would be a good idea to spin the frames, because I could 
do them a lot faster that way. Spinning is an art. A way of working metal 
that gives you more control. It's what I specialize in. Well, the management 
here realizes the guys on the line know what they're doing; so they gave me 
the go-ahead. 

Now we've cut the frame-making time down from an hour and a half to 
just seven minutes. And the quality is perfect. Never any rejections. You 
Can't beat that." -Austin Varney, Delta Rockets, Metal Spinner 

MCDONNELL DOUGLAS 
A company of leaders. 

\ 



Marketing 
Edited by Joshua Levine 

AT&T once figured we'd all be talking on 
Picturephones by now, and banks figured 
folks would jump at the chance to substi- 
tute home computers for checkbooks. What 
happened to these premature wonders? 

Sweet technology, 
sour marketing 

By Ronald Bailey 

T|OM SWIFT would have loved it. 
Pick up the phone and see the 

person you are talking to on a 
small TV-like screen built into the 
phone console. By 1985, AT&T was 
convinced, there would be 3 million 
of these gadgets generating $5 bil- 
lion in revenues for the company. 
Seen one around lately? 

Likewise with home banking, 
once the vision of the future pro- 
moted by such outfits as Chase 
Manhattan and Chemical. Though 
more than 20 million households 
now have personal computers, 
only about 100,000 people have 
bothered to sign up for any of the 
bank-at-home services. 

Just two examples of the increas- 
ingly common technological delu- 
sions of business, according to a 
new and valuable book on the per- 
ils of marketing in an age that al- 
lows corporate America to throw a 
new high-tech gadget a week at 
confused and often  defiant  con- 
sumers.   Vlegamistakes   Forecasting 
and the Myth of Rapid Technological 

■<■, by Steven Schnaars, associate 
profe   or of marketing at Baruch Col- 
lege in New York, offers many exam- 
ples of misguided marketing and, bet- 
ter yet, important tips for avoiding 
space-age, new-product snafus. 

Lesson one for marketing execu- 
tives, according to Schnaars, is to re- 
member that while products change, 
marketing principles remain fairly 
constant. "I suspect that tomorrow's 

markets will be remarkably similar to 
today's," Schnaars says. "And any 
businessman who doesn't think so is 
liable to make costly mistakes." 

Schnaars shows how businessmen 
have been repeatedly misled by fore- 
casters' rosy predictions of vast new 
growth markets for new technologies. 

Chip Simons 

Marketingprp/essor sterol Scbnaars 
Beware of "technological wonder." 

"The most prominent reason techno- 
logical forecasts have failed is that the 
people who made them have been se- 
duced by technological wonder," ac- 
cording to Schnaars. "A passionate fo- 
cus on technology for its own sake 
spells disaster." 

Picturephones, for example, were 
an intriguing technological develop- 
ment. But AT&T got so carried away 
by the technology it forgot how peo- 
ple really use telephones. The compa- 

ny overlooked the obvious fact that 
customers would not rush out to in- 
crease the cost of their phone service 
by a factor of ten, just to stare at a 
small image of dubious quality on 
their phone console. 

Contrary to company hype, talking 
to someone by Picturephone is not at 
all like meeting him in person. Worse, 
Picturephone terminals would have 
cost $1,500, and the monthly service 
fee would have been $100. 

Another common blunder, accord- 
ing to Schnaars: betting on a new 
product that depends on blindly ex- 
trapolating current trends into the fu- 
ture. He points to the 1960s, when 
proponents of the Supersonic Trans- 
port (SST) justified mass production of 
their Mach 1 bird by pointing to the 
trend from slow prop planes to fast 
jets and assuming that the SST was the 
inevitable next stage. So what if costs 
for this airplane were also increasing 
at supersonic speeds. So what if no 
one bothered to find out how many 
people would pay three times the fare 
to fly the Atlantic in about half the 
time. The Concorde eventually cost 
$4 billion, ten times original esti- 
mates. The market, on the other 
hand, has turned out to be pretty mod- 
est. Only 16 Concordes were ever 
built and today 14 are still flying. 

Home banking turned out to be an- 
other technology in search of a mar- 

ket. "What are the benefits? Do 
you really want to go home from a 
hard day's work and shuffle your 
money between accounts?" asks 
Schnaars. Few people have banking 
needs  so  complicated  that  they 
need a computer to juggle them, 
even though the cost is only $10 to 
$12 a month plus phone charges. 
"It was technological wonder. It 
wasn't even forecast-based. It was 
just that everybody in the industry 
was doing it, and they were afraid 
to be left out," concludes Schnaars. 

As well, don't get carried away, 
by the "technological wonder" of 
sophisticated forecasting method- 
ologies. "There is absolutely no ev- 
idence   that   complicated  mathe- 
matical models provide more accu- 

.    rate forecasts than simpler models 
that incorporate intuitively pleasing 
rules of thumb," claims Schnaars. 

The lessons are so simple that, ap- 
parently, they are too easily forgotten. 
Focus on fundamentals, Schnaars ad- 
vises. Who and where are the custom- 
ers? How large is the market? Does 
the technology offer a real, added ben- 
efit? "Be especially suspicious of fore- 
casts based on accelerating trends in 
growth," he says. "In the past they 
have led to the largest errors." ■ 
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Being the transportation leader 
requires more than a one-track mind. 

CF knows vnn'vp crnr fn offer more fn srav CF knows you've got to offer more to stay 
Miles Ahead in freight transportation. That's why 

CF Truckload Service delivers the advantage 
of both intermodal transportation as well as 

over-the-road truckload capabilities. 

With just one call, CF Truckload Service 
provides single source, door-to-door responsibility 
to all major markets nationwide. Our professionals 

ensure the right equipment is always available to 
expedite your shipments for both prompt pickups 

and consistent on-time deliveries. 

What's more, the industry's most advanced 
computer technology enables us to coordinate timing 
precisely with the railroads. It also provides rating, 

tracking, and tracing information to give you 
constant status on your shipments. CF has what it 

takes to move large volumes of freight for you. 
That's why we're the freight transportation leader- 

Miles Ahead on the road and on the track. 

COnSOLIDflTED 
FREIGHTUJRYS, IflC 

The 

Company 

MILES AHEAD 
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Areyouready 
for a Saab, or do 

you have to be faker 
for another ride? 



Your mother told you to be 
reful whose car you got into. 

1 d you forget? 
Have you spent the past 

J jr or five years trapped in a 
< r with a bunch of empty 
I omises? 

If you have, take heart. It's 
j ;ver too late to put good 
Ivice into practice. You can 

() it at your Saab dealer's. 
If you're looking for perfor- 

ate, a Saab can provide it. 
iree absolutely stock 

liab 9000 Turbos averaged 

The most intelligent cars ever built. 

5RP, not including taxes, license, freight, dealer charges or options. Prices subject to change. © 1989 Saab-Scania of America, Inc. 

132 mph for 62,000 miles, 
21 days straight at Alabama's 
Talladega Speedway, without 
a breakdown. 

Do you need room? Saabs 
have that as well. Among all 
imported cars, the EPA rates 
only the Saab 9000 and the 
Rolls Royce Silver Spur limou- 
sine as "large" cars. 

Saabs are among the 
world's safest cars, according 
to a recent insurance industry 
survey of personal injury 
claims. Yet a Saab's safety 

takes nothing away from its 
driving fun. 

There's one other bit of 
advice you may have forgotten: 
don't squander your allowance. 
Saabs are considerably more 
affordable than some of their 
European counterparts- 
they're intelligently priced 
from $16,995 to $32,095? 

Don't get taken for a ride 
in the wrong car. Do the right 
thing and get into a Saab. 

We're sure your mother 
would approve. 



Personal Affairs 
Edited by William G. Flanagan 

Now that plenty of programming is avail- 
able and prices are dropping, laser video- 
disc systems are finally taking off 

Seeing is 
believing 

By Greg Burks 

JUST AS YOU HAD to hear an audiodisc 
to open up your ears, you've got to see 
the laser videodisc to grasp why the 
home entertainment industry is doing 
cartwheels. Videodisc players could 

eventually do to videotapes what au- 
diodiscs did to phonograph records 
and audiotapes. Not only is the pic- 
ture more lifelike than anything 
you've seen on your TV screen before, 
but the sound is better, too. All this at 
increasingly competitive prices. 

Don't confuse today's equipment 
with RCA'S ill-starred SelectaVision 
videodisc player of the early 1980s. 
That used a diamond stylus, not a 
laser beam, to pick up signals in a 
groove, and it was swamped by the 
advent of cheaper, more practical vid- 
eocassette recorders. 

The laser disc player reads informa- 
tion encoded in a two-sided plastic 
disc. The laser doesn't contact the 
outside surface, so the discs never 
wear out and you get precision repro- 
duction every time you play them. 
Even without high-definition receiv- 
ers, says Michael Fidler, a vice presi- 
dent of marketing at Pioneer Elec- 
tronics U.S.A., the image resolution is 
60% greater than that of top-quality 
videotapes. 

Most laser videodisc players cur- 
rently being sold can handle 12-inch 
discs (usually full-length movies), 8- 
inch discs (shorter programs) and a 5- 
inch hybrid (usually containing about 
20 minutes of music and 5 minutes of 
video). But they also play standard 5- 
inch and 3-inch compact audiodiscs. 
So if you still haven't bought an audio 
CD player, the new laser videodisc sys- 
tems can do double duty. 

The basic technology has been 
available for years, but it wasn't until 
last year that laser discs really took 
off. In 1984 Pioneer had the U.S. mar- 

Kenneth Chen 

Brisk disc bust, , tmpM t Disc stare 
Even without HDTV, a big gain in image quality. 
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ket to itself. Last year Sony, Yamaha 
and Magna vox got into the market. 
Today there are at least 34 manufac- 
turers. Prices are still high, ranging 
from $700 to about $2,000, but are 
dropping fast. Pioneer hopes to intro- 
duce a unit for under $500 before the 
year is out, for example. Projected 
1989 sales: 180,000 for all units. 

The discs themselves currently sell 
for $24.95 to $49.95, depending on the 
programming. They, too, should drop 
in price, to under $20 at the low end 
by 1990. And many laser discs can be 
rented, just like videotapes, and at 

comparable prices. 
Unlike the case of RCA'S SelectaVi- 

sion, for which programming was 
sorely limited, there is already plenty 
of videodisc programming available— 
about 3,500 titles so far, with new 
releases coming at the rate of 80 to 
100 per month. 

Who are the biggest buyers of laser 
disc players? "People who are look- 
ing to collect a library of films," says 
Steven Lippman, director of market- 
ing and sales for Compact Disc, a 
disc-only retailer in Manhattan. "La- 
ser discs are the closest thing to a 

film experience obtainable in your 
home." 

There is a growing institutional 
market, too, with companies like 
Ford, General Motors and Chrysler 
using videodisc players for sales and 
service training and plant safety in- 
struction. Another market is educa- 
tional institutions. Teachers are now 
linking disc players to computers, 
providing visual access to vast 
amounts of stored information. The 
academic market already accounts for 
an installed base of approximately 
20,000 videodisc players. 

Cash on the run 
Caught in Harrods with 

nary a pound? Grounded 
at de Gaulle sans francs? Your 
hometown bankcard may well 
be your key to instant cash— 
whatever the coin of the 
realm. 

Financial institutions 
around the world are right 
now linking up with Ameri- 
can automatic teller machine 
(ATM) networks. Denver- 
based Plus System, Inc., for 
example, which operates one 
of the largest networks, has 
member banks in Canada, the 
Caribbean, Japan and the 
U.K., as well as across the 
U.S. In all, there are about 
27,000 ATMS now linked by 
Plus System, with an addi- 
tional 1,500 ATMS in eight 
other countries scheduled to 
join by midyear. Negotiations are 
currently under way with financial 
institutions in another two dozen 
countries. 

Later this year Cirrus System, Inc. 
of Chicago, another large ATM net- 
work, owned by MasterCard Interna- 
tional Inc., will add 7,700 ATMS in 
Europe, Asia and South America to its 
roster of about 26,000 in the U.S. and 
Canada. : 

Although most Americans travel- 

jrxrfcgr. 

ing abroad have been able to get cash 
with their credit cards for some time 
now, that money usually amounts to 
an instant loan, subject to interest 
charges. And there are, of course, 
credit limits. 

With a bankcard, the money you 
draw from an ATM abroad is deducted, 
to the penny, directly from your bank 
account back home. There is a daily 
withdrawal limit, of course, any- 
where from $200 to $1,000. But as 

long as you have enough cash in your 
account, you can withdraw up to the 

limit every day you're away— 
without risk of incurring in- 
terest charges or exhausting 
your credit limit. 

Here's how it works: Say 
you insert your hometown 
bankcard in a Plus-affiliated 
ATM in London and request 
£75. The request is converted 
from pounds into dollars and 
relayed to the central Plus 
computer in Denver. That 
computer, in turn, sends the 
request to your hometown 
bank, which, after determin- 
ing that there are sufficient 
funds in your account, sends 
its approval through Denver 
back to London, and the ma- 
chine coughs up the money. 
All this bouncing around the 
globe should take no more 
than 15 seconds. 

Your money is converted at 
that day's interbank exchange rate— 
often more favorable for you than the 
rate at most currency exchanges. And 
you pay no commissions, as you do 
for most traveler's checks. 

Depending on your bank's policy, 
you may be charged for using foreign 
ATMS, however, just as you may be 
charged for using U.S. ATMS that don't 
belong to your own bank. But such 
fees are typically very small—from 10 
cents to $2.25.—Carolyn Torcellini 

The long strings on pension plans 
It's probably one of the most impor- 

tant lifetime decisions that people 
will make," says William J. Arnone, 
director of financial and retirement 
planning services at Buck Consul- 
tants. That decision: how to collect 
on your corporate pension plan. 

Why   so   important?    How   you 
choose to receive your payouts can 

determine not only your own finan- 
cial security during retirement but 
your survivor's security as well. 

Like it or not, deciding on a payout 
method is risky business—and once 
the choice is made and you retire, 
there's usually no turning back. 
"You're gambling not only on the lev- 
el of income you'll receive but also on 

the length of time you'll receive it," 
says Arnone, who conducts seminars 
in preretirement planning for employ- 
ees at companies such as Mobil Oil 
Corp. and Exxon Corp. 

Let's get specific. Take a male exec- 
utive retiring today at age 65. Accord- 
ing to the U.S. National Center for 
Health Statistics, he can expect to live 
another 14.7 years (1986 estimates). 
Let's say he has a spouse—a healthy 
61-year-old. She can look forward to 
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American Classic. 
When it's young and buoyant, when it crackles 

with energy, when it shows initiative and know-how, 
we call it American. If it excels in these qualities, we 
call it The Joffrey. 

The Joffrey Ballet is the vision of Robert Joffrey 
and Gerald Arpino. Their conception of dance is as 
American as.. .well, as American as The Joffrey. First, 
master all the classics can teach. Then create, experi- 
ment, interpret and stretch. Stretch mind, imagination 
and body. With taste as eclectic as it is impeccable, The 
Joffrey has built a repertory as broad as it is brilliant. 
And in the process, it's become an American Classic 
celebrated throughout the world. 

This is the Robert Joffrey Memorial Season. It is 
not to be missed. It celebrates all he dreamed, and 
confirms that his dreams will continue to flourish. 

One reason we support The Joffrey Ballet is 
because it supports so much we believe: That the 
best foundation to create something new is a 
thorough understanding of the past. That the best 
environment to succeed is one that encourages 
discipline, commitment and creativity. And, that 

American know-how must always include knowing 
how to have a good time. 

tPtMhpMomt Companies Inr 1989 

Philip Morris Companies Inc. 
Philip Morris U.S.A. 

Philip Morris International Inc. 
Kraft General Foods Group 

Miller Brewing Company 
Mission Viejo Company 

(Top Left) Tina LeBlanc and Glenn Edgerton in Robert Joffrey's REMEMBRANCES. (Top Center) Leslie 
Carothers and Ashley Wheater in Frederick Ashton's THE DREAM. (Top Right) Jerel Hilding in Eugene Loring's 
BILLY THE KID. (Bottom Right) Robert Joffrey, Founder of The Joffrey Ballet, and (clockwise from left) Deborah 
Dawn, Julie Janus, Victoria Pasquale, Elizabeth Parkinson and Kim Sagami in The Joffrey'snewNUTCRACKER 
(Bottom Center) Edward Stierle in Gerald Arpino's THE CLOWNS Photos by Herbert Migdoll. 



another 21.7 years of life, say the actu- 
arial tables. Since the odds are that 
she will outlive him, the couple will 
probably choose an annuity that pays 
less to start with each month but con- 
tinues to provide the wife with 
monthly income after his death. 

However, if she defies the actuarial 
tables and dies first, then the husband 
will probably have to live out his 
years on less monthly income than he 
would have otherwise received. 

No one can predict what the Grim 
Reaper has in store, of course. But 
let's examine the four most common 
retirement plan options to see which 
one might suit you best. 

The "joint and survivor annuity," 
described above, provides monthly in- 
come for the life of the retiree and, 
upon his death, a percentage to a des- 
ignated survivor—usually the spouse. 
A married couple choosing a joint and 
50% annuity, for example, would re- 
ceive a monthly payment until the 
retiree's death, and then half that 
amount would go to the spouse each 
month for the rest of his or her life. 

The joint and survivor option is the 
one most frequently chosen by mar- 
ried couples because it guarantees 
benefits for the spouse. In fact, all 
companies with pension plans must 
automatically provide at least a joint 
and 50% annuity to married employ- 
ees, unless the employees choose oth- 
erwise with their spouses' consent. 
This after too many horror stories 
from penniless widows. 

In practice, survivor percentages of 
75% and 100% are also common. The 
higher the survivor percentage and 
the younger the survivor, the greater 
the reduction in the monthly pay- 
ments to start with. So a 65-year-old 
retiree electing a joint and 50% annu- 
ity for his 61-year-old wife might take 
a 13% cut on his own monthly pen- 
sion payment. A joint and 100% an- 
nuity might force a 23% cut. 

Patricia Goelzer, president of the 
International  Society of  Pre-Retire- 
ment Planners, recommends at least 
75% as a safe survivor benefit: "Cou- 
ples need to keep in mind that while 
food costs may go down, the car, utili- 
ties and the taxes on the house won't 

•c after the retiree's death." 
a reduced benefit be enough 

lifetime? And will a 
;ct by on a percent- 
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Buck Consultants' William J. Arnone 
Once you decide, don't look back. 

A "straight-life" or "single-life an- 
nuity" gives the highest pension in- 
come. No reductions here, but once 
the retiree dies the payments stop. 

A straight-life annuity is not for 
everyone. A single retiree or one 
whose spouse has plenty of income 
from other sources is the best candi- 
date. However, say a spouse is in poor 
health and is not likely to live long 
enough to need a survivor benefit. A 
couple might then consider a straight- 
life annuity so the retiree will not 
have to live with a reduced pension. 

Some couples also choose the 
straight-life annuity to buy life insur- 
ance that will protect the spouse. 
Rather than take a reduction under a 
joint and survivor annuity, they use 
the extra money to take out a policy 
on the retiree. 

A "period-certain annuity" pro- 
vides income for the life of the retiree 
and, upon his early death, to a survi- 
vor for the balance of a specified peri- 
od—typically five or ten years. Be- 
cause it offers limited survivor cover- 
age, this option takes less of a 
monthly reduction than a joint and 
survivor annuity. A period-certain an- 
nuity might suit a retiree with a survi- 
vor who does not need lifetime in- 

come, such as a child in college. 
A "lump sum distribution," as the 

name implies, pays a retiree his full 
retirement benefit in one big hunk. 

Companies use interest rate as- 
sumptions and life expectancies to 
figure lump sum distributions. The 
lower the interest rate, and the youn- 
ger the employee, the higher the sum. 

Unlike annuities, which are taxed 
as regular income, lump sum distribu- 
tions have some tax advantages. 
While you are taxed in one year, you 
can average the tax over a period of 
years. And lump sums can be rolled 
over into IRAS, allowing retirees to 
manage their own investments. 

A minority of companies offer lump 
sum distributions under their pension 
plans. A survey of the top 50 indus- 
trials (based on 1986 sales) by Hewitt 
Associates, the Chicago-based em- 
ployee benefits consulting firm, found 
that only 20 of the 48 with pension 
plans offered a lump sum option. But 
it's still popular among employees— 
on average 60% of the employees at 
those companies chose a lump sum. 

"It's the companies' parental as- 
pects that are making them move 
away from lump sums," says Lorraine 
Decker, who with her husband runs 
Decker & Associates Inc., a Houston- 
based financial management and con- 
sulting firm. "Companies are con- 
cerned that if they give employees 
their pensions all at once they may go 
out and blow it." 

It's important to consider carefully 
all the possible factors before making 
a decision about your pension. 
"Once you've made your decision, 
don't look back," says Arnone. "I've 
talked to too many retirees who 
spend their lives in retirement say- 
ing, 'If only I had done this instead of 
that.' "—Neal Santelmann 

Collectors 

"They reflect me" 
Ileana Sonnabend is something of a 

rarity among owners of famous art 
collections. In most cases the collec- 
tor made his or her money elsewhere 
and invested it in art. Sonnabend, now 
74, made her money dealing in art. As 
a dealer she wasn't content to buy and 
sell; she collected as well. Today she 
possesses an admired collection of 
around 200 works of modern art with 
an estimated market value of $100 
million. Included are paintings by Jas- 
per Johns, Roy Lichtenstein, Arman, 

Jim Dine and Claes Oldenburg. She 
purchased most of her pieces for small 
sums, at a time when these contem- 
porary masters were still struggling 
unknowns. 

In the 1940s, for example, she 
bought a painting by Fernand Leger 
for $175. She was an early collector of 
Robert Rauschenberg, Jannis Kounel- 
lis and Robert Morris. 

None of her personal possessions 
are on display at the Sonnabend Gal- 
lery on West Broadway in New York, 
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This year, tell her you'd marry her all over again, 
The Diamond Anniversary Band. 

A diamond is forever. 

I ingested retail price for rings $2,500-$6,0O0. 
or more information, call 800 777-8220. 

ST ". BEST PRODI CTS.'^and ItST Jewelry " are registered service maiks of Best Products Co.. Inc.. a VA Corp.  ^l| BEST-BEST 



ODYSSEUS. 
THE NEW CLASSICS. 

THIS  18K.  YELLOW AND ROSE  COLD 

CHRONOMETER COMBINES 

TRADITIONAL  HAND CRAFTSMANSHIP 

AND  ADVANCED  WATCHMAKING 

TECHNOLOGY  TO FORM  A  MASTER- 

PIECE  IN  TIME  MEASUREMENT. 

EACH  ODYSSEUS HAS AN 
INDIVIDUAL  SERIAL  NUMBER 

ENGRAVED ON  ITS CASE  TO 

DOCUMENT  ITS  UNIQUENESS. 
WITH  ITS  PRECISION  AND 

DEPENDABILITY.  IT IS DESIGNED 

FOR THE FUTURE. A CLASSIC 

CHARACTERISTIC OF 
JAEGER-LECOULTRE  TIMEPIECES, 

AVAILABLE  IN  TWO SIZES. 

\D   WOMEN. 

JAEGER LECoULTRp^. 
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Ileana Sonnabend in ber Sobo gallery 
Her own vast collection is always on the road. 

which she runs with her husband, Mi- 
chael; they are not for sale. What does 
she do with her collection? Though 
she lives well, she owns no mansions 
with acres of wall space. Her smallish 
apartment in New York's Greenwich 
Village has space for just eight good- 
size paintings. (Which currently in- 
clude an Anselm Kiefer, a flower 
painting by Andy Warhol and a 1950s 
Cy Twombly.) 

What does Sonnabend do with the 
other works that she owns? To be 
blunt about it, she uses them for pro- 
motion: to enhance the value of her 
own collection and to help expand the 
market for works by artists she repre- 
sents. She does this by keeping the 
works traveling, on loan to museums 
around the world. For example, right 
now parts of the Sonnabend collec- 
tion are on loan at the Baltimore Mu- 
seum of Art and Princeton Universi- 
ty, but the bulk of the collection is 
currently the major exhibit at the Na- 
tional Gallery of Modern Art in 
Rome. Quite obviously, a painting 
that has hung in a museum has an 
enhanced value—and so does the rep- 
utation of the artist. In short, her art 
collection works for a living. 

This knack for blending art and 
commerce first emerged many years 
ago, nurtured by the men she married. 
She was bom Ileana Schapira in Bu- 
charest in 1914; her father was one of 
Rumania's wealthiest industrialists. 
As a young heiress, Ileana married Leo 
Castelli, a banker from Trieste, and 
they moved to Paris in 1935. There, 
intrigued by Surrealists such as Max 
Ernst and Salvador Dali, her husband 
decided to open his first art gallery. 
However, when the Nazis marched 

in, Ileana and Leo fled via Cannes, 
Casablanca, Spain and Cuba. 

After the war, Castelli's former 
partner in Paris was representing art- 
ists like Klee and Mondrian. With 
these impressive connections in Eu- 
rope and new ties in New York, he 
opened his own gallery in 1957. The 
Leo Castelli Gallery, of course, is to- 
day one of the best-known galleries in 
the world. 

The Castellis became part of the 
New York art world of de Kooning, 
Jackson Pollock and Lee Krasner. 
Days were spent viewing galleries and 
nights prowling artists' studios. 
Ileana bought impulsively for herself, 
choosing the outrageous and unpopu- 
lar, but frequently her choices proved 
to be the masterpieces of the next 
decade. 

Her reputation for scenting trends 
and talent grew. 

By 1960 she had become an author- 
ity on her own. For example, in 1958 
she bought a painting by a young Rob- 
ert Rauschenberg titled "Canyon" for 
$2,500. "That was typical," Ileana re- 
members. "It was thought outland- 
ish—this painting with an eagle in it." 
Today the painting is worth a few 
million dollars. 

In 1959 the Castellis divorced and 
Ileana, then 45, married Michael Son- 
nabend, a writer of art documentary 
scripts. In 1962 the Sonnabends went 
to Paris, supposedly for six months, 
and opened a gallery on the Left Bank 
featuring the work of six brash Ameri- 
can artists, including Rauschenberg, 
Johns and Warhol. 

Their pop art created controversy 
and attention—as well as sales—as 
museum    curators    and    collectors 
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FTD Pick-Me-Up ° 
Bouquet 
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There is an age, usually about five or six, 
when the miracle of flowers becomes apparent to us all. 

As children we sense it rather than understand it. 
And this wonderful gift of flowers can be sent to anyone. 

almost anywhere, by simply asking your florist 
to send it through FTD® It's the gift of a lifetime, 

because with flowers from FTD the feeling never ends. 

^AuM^r 
The feeling never ends. 
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throughout Europe flocked to the col- 
lections, attracted by Ileana's reputa- 
tion; if she liked it, they figured they 
had better pay attention. Since she 
dealt with mostly then unknown art- 
ists, her approval could make the dif- 
ference for them between obscurity 
and fame. "I am happiest with works 
of our time," says Sonnabend. "They 
reflect me." 

The Sonnabends' six-month stay in 
Paris stretched into eight years. The 
couple returned to New York in 1970 
to open the present Sonnabend Gal- 
lery in Soho, one floor above Ileana's 
first husband's gallery. (Leo Castelli 
remains a close friend.) The Paris gal- 
lery closed in 1980. 

The Sonnabend Gallery keeps the 
wolf from the door, to say the least. 

What does Sonnabend do 
with the other works she 
owns? To be blunt about it, 
she uses them for promotion: 
to enhance the value of her 
own collection and help 
expand the market/or the 
artists she represents. 

Prices of works range up to $250,000. 
And if you want Sonnabend to handle 
your stuff, you pay her prices; the 
Sonnabends keep half of the selling 
price. They continue to use some of 
those profits to add to their private 
collection. 

If Sonnabend were an investor in 
stocks, you would probably charac- 
terize her as a shrewd buyer of select- 
ed new issues. Ileana budgets herself 
to under $150,000 for an artwork— 
not nearly enough at today's prices 
for the work of established artists of 
the first rank. She could certainly no 
longer afford the Jasper Johns paint- 
ing—"Flag above White"—she 
bought in the late 1950s for less than 
$2,000, for example. (Another Johns 
"Flag" painting sold for $7 million at 
Christie's last November.) But the 
relatively low-budget approach is a 
kind of discipline; it forces her to 
keep looking for relative unknowns 
rather than staying with the safety of 
established names. 

So, what is Sonnabend buying now? 
Her most recent acquisition was a 
sculpture by conceptual artist Jeff 
Koons, whom she also represents. Ex- 
tremely controversial, commodity- 
broker-turned-artist Koons is just one 
more example of the Sonnabend style. 
But, considering her reputation for 
picking winners, a lot of collectors are 
becoming eager to get on the Koons 
bandwagon. —Christie Brown 
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Faces 
Behind the Figures 

Edited by Jason Zweig 

On the prowl in America 
ean Noel Desove'Rapho 

Rhdne-Poulenc Chairman Jean-Rend Fourtou in bis Paris office 
"Socialists believe in dividends." 

Jean-Rene Fourtou, chairman of 
France's state-owned chemical and 

pharmaceutical maker Rhone-Pou- 
lenc S.A. (1988 revenues, $11 billion), 
has been grabbing American manu- 
facturing assets in a bold push into 
the U.S. His goal: to make Rhone- 
Poulenc less dependent on the Euro- 
pean market, boosting U.S. revenues 
to $3 billion by 1991. 

Rhone-Poulenc's investment in 
U.S. assets over the past three years— 
all friendly acquisitions—totals $1.2 
billion. As a result, the company's 
annual U.S. sales have jumped from 
$380 million to $1.4 billion. 

Fourtou's biggest catch was Union 
Carb ncultural products divi- 
sion, which he bought in 1986 for 
$575 million. Back then the unit was 
still stunned by the disaster two years 
earlier at Carbide's plant in Bhopal, 
India. A year later Fourtou paid $520 
million for the basic chemicals unit of 
Stauffer Chemical Co   which makes 

sulfuric acid and other inorganic com- 
pounds. Fourtou snapped up Stauffer 
just after it had been sold to Britain's 
ICI Pic. by Chesebrough-Pond's. 

Two months ago Fourtou agreed to 
pay an estimated $100 million for the 
analgesics unit of Monsanto Co., 
which was unloading the division as 
part of its move into more advanced 
pharmaceutical products. 

Fourtou's background as an engi- 
neer and consultant has made him 
adept at evaluating unwanted manu- 
facturing assets and fitting them into 
Rhone-Poulenc's operating structure. 
Born in France but raised in San Se- 
bastian, Spain, Fourtou graduated 
from France's leading engineering 
school, the Ecole Polytechnique, and 
in 1963 joined Groupe Bossard, one of 
France's largest business consulting 
firms. He became chairman of Bos- 
sard in 1978. Eight years later the 
French government chose Fourtou to 
head Rhone-Poulenc. 

So far, says Fourtou, there is no talk 
of privatization. The French govern- 
ment holds 100% of Rhone-Poulenc's 
voting shares, but 3 million of the 
company's nonvoting shares trade 
over-the-counter in the U.S. as Amer- 
ican Depositary Receipts (recent 
price, 43). 

These days Fourtou is hunting 
more takeovers in the U.S., particu- 
larly in specialty chemicals and phar- 
maceuticals. Do socialists believe in 
hostile takeovers? No, says Fourtou, 
who is unaffiliated with any party: 
"What socialists believe in is divi- 
dends, and we make sure to pay 
them."—J.Z. 

Doughnut detonator 
'any consider themselves micro- 
iwave maestros, but few can 

compare with Robert Schiffmann, 54, 
president of R.F. Schiffmann Asso- 
ciates, a consulting firm in Manhat- 
tan. Schiffmann spends his days de- 
veloping and testing foods, packaging 
and utensils for use in microwave ov- 
ens—those quirky cookers that can 
make jelly doughnuts explode, turn 
raisins to tiny coal-like pellets, and 
leave popcorn kernels unsatisfyingly 
unpopped. Schiffmann's house is his 
laboratory: The fourth floor is crowd- 
ed to the ceiling with ovens, digital 
thermometers and scientific cameras, 
and even the grand piano downstairs 
has a microwave oven stashed 
under it. 

Three out of four American homes 
already have microwave ovens, but 
many food companies have yet to 
master the weird science of creating 
microwaveable foods. "Microwave- 
only" foods were introduced on a 
large scale just five years ago, and 
today their sales amount to over $1 
billion. That may not sound like 
much—sales of frozen foods, for ex- 
ample, totaled $15 billion last year— 
but the market is growing by more 
than 15% a year and should double by 
1994. "It's a mad scramble," says 
Schiffmann. "And this is where sci- 
ence comes in." 

A former ballet dancer with degrees 
in pharmacy and chemistry, Schiff- 
mann experiments with the capri- 
cious microwave for such clients as 
General Foods, Pillsbury and Owens 
Country Sausage, and charges rates 
ranging from $5,000 to $500,000 per 
project. 

To determine the optimum tem- 
perature for popping popcorn, Schiff- 
mann painted the kernels red, sank 
tiny holes with a dentist's drill and 
inserted a fiber-optic probe connected 
to a digital thermometer outside the 
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What to expect 
from your personal account executive 

in Tiffany's Corporate Division* 

An introduction to the celebrated designers 
who will create one-of-a-kind masterpieces for 

your most treasured customers. 

Countless original gift ideas 
for any business occasion. 

Handsome dining accessories 
that proudly bear your company logo. 

On-time delivery* dedicated inventory 
and a depth of merchandise that insures 

that your catalogue selection 
is always in stock. 

A custom-tailored service 
recognition program that treats 

your employees to the best. 

Trophies of distinction in the tradition 
of the Belmont trophy, the Super Bowl trophy 

and the Breeder's Cup. 

Sales incentive awards that mean business. 

The famous Tiffany blue box 
with every purchase. 

Multiple order capability 
nationwide, worldwide. To receive 

a catalogue, open an account or place 
an order, call 800-423-2394. 

TIFFANY & Co. 
NEW YORK  BEVERLY HILLS CHICAGO DALLAS  HOUSTON  PHILADELPHIA 

BOSTON  ATLANTA  SAN FRANCISCO WASHINGTON DC DETROIT COSTA MESA ©T&.CO. 1989 
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Not a common garden variety. 

The inner surface of 
the pitcher plant is so 
smooth that it offers a 
fly nothing to grab 
onto It quickly slides 
down to meet its fate. 

_J 
The surface of Schott'.i 
laboratory glassware 
is just as smooth an i 
acid-resistant as the', 
inside of the pitcher 
plant. 

I 

Life is tough for plants in Borneij 
The tropical rain forest provide! 
them with little nourishment. The 
can supplement their diet wil 
insects, but how can they stalk the 
prey when they're rooted to th 
spot? 
 Nature has come up with th 
solution. These normally green plant; 
have developed colorful pitchei 
shaped leaves. Many insects can 
resist them, but as soon as on 
lands on the edge, it slides dowi 
into the acid secretion at the botton 
This acid is strong enough to dige;; 
the bug, but doesn't damage th 
plant itself. 
 Schott's "Duran" laboratori 
beaker has more than looks in corr 
mon with the pitcher plant. It too ha 
a non-porous, ultra-smooth surfaca 
Even minute particles will not adheri 
to this special glass. And corrosivj 
chemicals have no effect on it. 
 The beaker is just one of 140 
items in Schott's "Duran" laborator 
glassware line. This special glas 
offers a distinct advantage for labo 
ratories and the chemical and phar 
maceutical industries. Especiall 
when manufacturing products 
the highest purity. Or producing 
corrosive fluids. 
 Schott  worldwide:   50,00< 
products, 40 production facilities 
represented in more than 100 coun 
tries, with $1 billion in sales. 
 Schott USA: 8 companies 
employing more than 1200 people. 
 Would you like to know mon 
about our special glass? Write to 
Schott Corporation, Department F13 
3 Odell Plaza, Yonkers, NY 10701. 

ra SCHOTT 
Nobody knows more about glass. 
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oven. It took Schiffmann weeks to 
figure out how to prevent jelly dough- 
nuts from detonating: He reduced the 
amount of energy-absorbing sugar in 
the jelly. 

Schiffmann recently patented a de- 
vice that broils meat and bakes crusty 
bread—impossible in an unmodified 
microwave. Now he is developing 
children's foods that change color, 
size and shape and "bounce around" 
while they cook. "Kids love their food 
to be entertaining," says Schiffmann. 
"It's an enormous market just start- 
ing to be tapped."—J.Z. 

Kiwi crunch 
Get ready for a worldwide kiwi 

glut. Mark Houston, president of 
the California Kiwifruit Commission, 
predicts that by next year world kiwi- 
fruit production will nearly double 
horn its 1987 level, to 182 million 
trays (averaging 36 kiwifruit each). 
The reason? New producers such as 
Italy, France and Chile are rushing 
into the market. 

The prospective glut spells trouble 
for California's 1,200 growers, whose 
kiwifruit crop amounts to $63 million 
at wholesale. That's just 8% of the 
world market but over 90% of the 
U.S. market. While California kiwi- 
fruit growers go without government 
assistance, competitors in Italy, 
France and Greece are heavily subsi- 
dized by their governments. On top of 
that, trade barriers limit imports of 
California kiwifruit in Japan, South 
Korea, Taiwan and elsewhere in the 
Pacific Rim. 

The Japanese love kiwis, slicing 
and slurping down 1.7 pounds per 
capita each year—five times U.S. 
consumption. But the clout of the 
Japanese farm lobby, whose mem- 
bers began growing kiwifruit in the 
late Seventies to diversify away from 
oranges, makes Houston's task as 
hairy as the fruit itself. California's 
share of the Japanese market has 
shriveled to 4%, from 10% in 1983. 

Houston, 35, formerly a marketing 
specialist at the U.S. Department of 
Agriculture, is also pushmg new uses. 
For example, Calistoga and Sundance 
sparkling waters are now tinctured 
with kiwifruit. Both sell well. Some 
shops stock kiwifruit jam and juice, 
and kiwifruit yogurt could be next. 

Robert Schiffmann of R.F. Schiffmann Associates 
Popcorn should pop, but doughnuts should not explode. 

To protect California growers' dom- 
inant share of the U.S. market against 
imports, Houston last year spent $1.4 
million to promote the fruit. His ads 
in magazines like People and Midwest 
Living stressed the sweetness and vita- 
min content of California kiwis. This 
year he plans to spend $1.5 million, 
including advertising abroad. But the 

Chip Simons 

competition will be stiff. New Zea- 
land, with 50% of the world market, 
spent $13 million promoting its kiwi- 
fruit last year. 

Houston knows he has his work cut 
out for him. Says he, "The U.S. is 
most efficient in producing commod- 
ities, but in international marketing 
we fall flat on our face."—Julie Schlax 

Shmuel Thaler 

Mark Houston, president of the California Kiwifruit Commission 
Expanding market share will be as hairy as the fruit itself. 
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^«»»  nterested in addressing the needs of the arts and. 

m      at the same lime, addressing their operating 
£9        objectives and the concerns of the community, a 

growing number of businesses are developing 

innovative, comprehensive strategies to maximize 
ii philanthropic resources designated for 

i' pressive. 

e realized a number of benefits 
beyond the request and receive 

to el'—I k in response t. i a request for 
funding president of the Business 
Committee for th< The Business Committee for 
the \rts is .1 national, not-foi rganization of business 

leaders founded in 1967 by David Rockefeller to advocate busi 
ness understanding and involvement with the arts. BCA encoui 
ages business to broaden its alliances with the arts beyond 
the traditional philanthropic approach. "Business has discovert 
that business-arts partnerships can attract new customers and 
new markets, enhance employee relations programs, attract 

top-level executives, add to the economic development of man 
areas and greatly increase the public's perception that business 
is .1 \ ital and caring member of the community." she says. 

I his enhanced approach also fosters creativity within the arts, 
helps arts organizations develop new audiences and encourage 
business people to lend their expertise and experience to 
help the arts improve their management and operating efforts. 
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To those who accomplish the extraordinary. 

Francisco Goya, 1746-1828 General Palafox on Horseback, 1814 Museo del Prado, Madrid 

Manufacturers Hanover Trust 
offers Private Banking, which 
is equally extraordinary. 
It is banking, credit, personal 
trust and investment services. 
Provided personally, creatively, and 
above all, with equal dedication. 
For more information, please call 
Dolores H. Brown, Vice President 
at (212) 286-6226. 

Goya and the 
Spirit of Enlightenment 

The Museum of Fine Arts 
Boston 

January 18   March 26, 1989. 

The Metropolitan Museum of Art 
New York 

May 4   July 16, 1989. 

The exhibition is 
made possible by grants from 

Manufacturers Hanover 
and 

The New York Stock 
Exchange Foundation, Inc. 

The Private Banking and Investment Group 
Kqual Opportunii. Lendei 
01989 Mamifa turers Hanover All Rights Reserved Member FDIC 
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THE  CHASE 
BANK,   N.A. 

MANHATTAN 

0 ne of the leaders in this new 
approach is The Chase 
Manhattan Bank, N.A. Chase's 

effort is led by its chairman, Willard C. 
Butcher, who also serves as chairman of 
the Business Committee for the Arts. "We 
like to invest in established cultural insti- 
tutions, as well as emerging groups and, 
when possible, we like to bolster our 
investment with advertising, marketing 
and public relations activities which help 
the arts and the thousands of individu- 
als—customers, employees, stockholders . 
and clients—who are part of the Chase 
community," says Butcher. 

Last year Chase sponsored •Fifty 
Years of Collecting: An Anniversary 
Selection" at the Solomon R. 
Guggenheim Museum in New York, with 
a grant of 5200,000 and a full-scale mar- 
keting and advertising program under- 
taken by the Chase branch system, 
known as The Metropolitan Community 
Bank (MCB), and credit card division. As 
part of this program, Chase credit card 
holders and hank customers who 
a< i essed their accounts through Chase 
automatic teller machines were offered 
free admission to the museum. Chase 
also provided promotional materials dis- 
played at Chase brain IKS and undertook 
a direct-mail campaign that reached 
more than 5 million Chase card holders. 
700,000 bank customers and 13.000 bank 
employees Chase also offered new and 
renewing members of the Guggenheim a 
s 15 premium—a Chase Cold Visa card, 
tree tor the liisi se.n 

By adding its marketing expertise 
and capabilities to this project. Chase 
realized substantial results, as did the 
Guggenheim. Museum attendance 
increased 22% oxer the comparable peri- 
od of the preceding year   This figure 
includes many individuals who visited 
the Guggenheim for the first time. The 
museum also realized a considerable 
increase in revenues—estimated at 
(250,000—as a result of the increase in 
attendance and sales in the museum 
shop and i .ifeteria. 

B\ forming a partnership with this 
leading museum. Chase increased public 
perception of the company as a respon- 
sible organization concerned with the 
cultural life of New York—its headquar- 

ter city. Chase is continuing to waive th( 
first-year fee on its Gold Visa Card for al 
new and renewing museum members. 

Chase is also developing marketing 

strategies to enhance its other cultural 
programs. When the bank recently mad 
the decision to relocate 5,000 individual 
from its support staff to the MetroTech 
development in downtown Brooklyn, it 
decided to take an active role in the cul- 
tural life of Brooklyn. Chase developed 
"The Chase Incentive"—a comprehen- 
sive marketing plan aimed at increasing 
membership and supplementing the 
fundraising efforts of the Brooklyn 
Academy of Music (BAM). BAM receive* 
a two-year, $40,000 grant from Chase to 
expand its "Friends of BAM" member- 
ship program. In addition, Chase agreec 
to match every $3 of new or increased 
individual support with $1 during the 
next two years. Chase is sponsoring 
another membership incentive program 
"The Chase Challenge," with the New 
York Botanical Garden. 

In the performing arts, Chase is 
sponsoring the current northeast tour of 
the Big Apple Circus—a not-for-profit, 
one-ring circus—and the 20th-anniver 
sary tour of Dance Theatre of Harlem. Ir 
both instances. Chase is providing addi 
tional assistance to these groups through 
a variety of marketing and public rela- 
tions campaigns in each city on the tour. 
This assistance enables these groups to 
reach a greater audience. 

Last year Chase was the primary 
sponsor for the U.S. tour of American 
Ballet Theatre, as well as a primary sport 
sor for The First New York International 
Festival of the Arts. Chase's festival spon 
soi ship included underwriting the free 
11< ising-night concert sung by Placido 
Domingo in Central Park attended by 
250,000 people. Chase also underwrote 
festival commissions given to composer 
Jacob Druckman, William Schuman, 
|< iseph Schwantner and Gunther 
Schuller. 

Chase Manhattan Bank has a long 
history of involvement with the arts, dat 
ing back to the 1960s when David 
Rockefeller was chairman of the bank. 
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"// is art that makes life, makes 
interest, makes importance." 

—Henry James 
1843-1916 

Commitment to the arts comes as second nature to The New York Times. 
Its weekday and Sunday newspapers give constant coverage and 
constructive criticism to these human endeavors. The New York Times 
Company Foundation, Inc. fosters creativity in the arts through its 
continuing financial support. Both contribute toward "art that makes life, 
makes interest, makes importance." 

SfyeiNeUfJIjork Simes 
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Under his direction Chase began to build 
its world-renowned corporate art collec- 
tion which includes more than 13,000 
works installed in 300 Chase locations 
worldwide. These works are often 
loaned to museums for special exhibi- 
tions. 

Chase is also deeply committed to 
nurturing new and emerging artists and 
arts groups. Last fall, through its Small 
Grants Program for the Arts (SMARTS), 
the bank awarded grants totaling 
S 103,000 to 62 small cultural groups in 
the New York City metropolitan region. 
Common sense dictates that everyone 

we support is not going to be a Botticelli 
or a Beethoven. However. I am not 
intimidated by the prospect of backing 
an occasional loser in the broad effort to 
spur more creativity. Perhaps that's the 
banker in me coming out," says Butcher 
We would not be fulfilling our econom- 

ic function it we made loans to only the 
largest, most successful, already-proven 
borrowers. We must also identify and 
provide financial support to the new 
entrepreneurs whose t reativity is a vital 
ingredient in the future of our 
community." 

THE   NEW  YORK  TIMES 
COMPANY   FOUNDATION, 
INC. 

T 
he New York limes Company 
foundation is also deeply con- 
cerned with and committed to 

the well-being of the cultural institutions 
«>t \ew York.  New York is recognized as 
the cultural capital of the I nited Mates  It 
is the showcase ol the arts  lis museums 
and libraries are national and interna- 
tional treasures," s.us Fred ML Hechinger, 
president ol The New York Tunes 
Company Foundation. As a direct result 
ol this belief, the foundation makes an 
arraj of grants to arts organizations 
throughout the city, as well as multi-year 
grants lor special projects, such as a 
$500,000 gift to the Gallery of Arms and 
Armor at The Metropolitan Museum of 
Art and $500,000to l he New YorkPublic 
l ibi.uA  The foundation was a primary 
sponsor of The first New York 
International Festival ol the Arts and pro- 
\ uled major startup grants for the rebirth 
of the Lincoln Center Theaters. 

\\ lule we believe it is important to 
support the major theater, music and 

dance offerings in New York, we also 
believe it is essential that we provide 
assistance to struggling, low-budget 
enterprises which serve audiences at 
affordable prices as they feed artistic life 
to the more traditional stages," says 
Hechinger. "Without Off and Off-Off 
Broadway," he continues, "the steady 
flow of new ideas and creativity found i. 
classical and modern music, dance and 
theater would soon evaporate." As part 
of this effort, The New York Times 
Company Foundation has made grants t 
the St. Luke's Chamber Ensemble, the 
Vietnam Veterans Ensemble Theatre 
Company and the Rebecca Kelly Dance 
Company. 

A 1985 study by the Port Authority 
of New York-New Jersey revealed that 
the arts add more than $5.6 billion a yea 
to the economy of New York. "By keep 
ing our cultural institutions healthy and 
creative, we are adding to the economic 
vitality of New York City," says 
Hechinger. 

MANUFACTURERS   HANOVER 
TRUST  COMPANY 

A   nother company committed to 
LA   supporting arts alliances that con-- 

JL X. tribute to the economic vitality of 
New York, its headquarter city, and to 
enhancing the cultural life of the nation 
is Manufacturers Hanover Trust 
Company. 

Several years ago Manufacturers 
Hanover agreed to finance the $6 millior 
renovation of the legendary Apollo 
Theatre on 12Sth Street in Harlem. It is 
here that Pearl Bailey, Louis Armstrong, 
Count Basie, Nat King Cole, Gladys 
Knight and many other great black 
American artists once performed. "Our 
role in financing a new beginning for the 
Apollo simply made good business 
sense.' says John F. McGillicuddy. chair- 
man ami chief executive officer of 
Manufacturers Hanover Trust Company. 
"It is an investment in our community. 
No bank has a larger presence in Harlem 
than we do. Our branch on 125th Street 
has been a neighbor of the Apollo since 
the start. This renovation provided the 
impetus for many of the current urban 
renewal projects throughout Harlem." he 
adds As part of its partnership with the 



Commitment Vfl 

Talent alone is not enough. General Motors realizes the 
importance of commitment to success. 

In recognition of dedicated, talented performers, 
GM sponsors the annual CBS telecast of The Kennedy 
Center Honors. 

Since 1982, GM has co-sponsored the Seventeen 
Magazine/General Motors National Concerto Competi- 
tion We sponsor weekly radio broadcasts of the Detroit 
Symphony Orchestra, and a grant from GM has made 

possible the Orchestra's 1989 tour of fifteen cities in six 
countries of Europe. We underwrite the PBS telecast of 
Verdi's Requiem, with Luciano Pavarotti. General Motors 
is also the principal sponsor of the New York String 
Orchestra Seminar, directed by Alexander Schneider. 

As a result, GM has been named a winner in the Busi- 
ness in the Arts Awards competition. But that's not why 
we do it. We support excellence in the arts to honor those 
who are as committed to excellence as is General Motors. 

MARK OF EXCELLENCE 

Chevrolet Pontiac Oldsmobile Buick Cadillac GMC Truck 
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Apollo, the bank underwrote the the- 
ater's reopening celebration, designed 
and printed the souvenir playbill and 
en< ouraged its employees to work with 
members of the Harlem community to 
coordinate the opening Festivities. 

Manufacturers I lanover has also 
underwritten main major museum exhi- 
bitions throughout the country. 
( urientK . the bank is sponsoring   (.> >s a 
and the spirit of Enlightenment" This 
exhibition, on view at The Metropolitan 
Museum oi Art, originated at the I'rado 
Museum in Madrid  by adding promo- 
tional, advertising and marketing exper- 
tise to this and all its museum sponsor- 
ships, the bank nu leases awareness ol 
the exhibitions   This in turn in( reases 
museum attendance and adds to du- 
el onomy ol the cities where the exhibi- 
tions are shown  Foi example, sponsor- 
ship of The Vatican Collections The 

and \n   at The Metropolitan 
1   U1    Utr.u led 426,700 OUt-of- 

r"ork These indi- 
timated M(il million 

to the economy of the city. Another 
sponsorship project, "Van Gogh in 
Aries," also at The Metropolitan Museum 
of Art, was viewed by more than 253,000 
out-of-towners who spent an estimated 
$223 million while in the city. 

McGillicuddy encourages all 
Manufacturers Hanover employees to 
become involved with the arts. 
Employees serve as directors on boards, 
assist with fundraising events and special 
projects and provide professional exper- 
tise needed to improve the business 
operations of arts organizations. This 
month McGillicuddy will receive the 28th 
Annual Iona College Trustee Award to 
recognize his leadership and the bank's 
role in fostering business alliances with 
culture and sports. 

BELLSOUTH   CORPORATION 

~W~~\ ellSouth and its subsidiaries— 
r-^ Southern Bell and South Central 

*  -* Hell—focus a considerable 
portion of their resources on 
strengthening the cultural institutions in 
their operating areas throughout the 
southeastern U.S. and on fostering 
awareness of the achievements of 
regional writers, artists and performers 

This past year. Southern Bell spon- 
sored a southern tour of the National 
Theatre of the Deaf and underwrote five 
Affiliate Artists Programs in cities 
throughout South Carolina and Florida. 
These programs were presented in 
Southern Bell's fa< ilities, as well as in 
schools, community centers and theaters 
m ea< h c u\ 

South Central Bell is currently work- 
ing with the Jackson Friends of the 
Library to establish the Mississippi Room 
and Collection at the Fudora Welty 
Library of the Jackson-Hinds Library 
System. The Mississippi Room and 
Collection will house the works of 
Mississippi authors, books about the 
state, original artworks created by 
Mississippians and recordings featuring 
composers and musicians from the state 
U.u hers, students and tounsis w ill be 
encouraged to visit this collection, em i 
Sioned to be a central source tor the 
achievements of creative Mississippians 

South Central Bell has also .greed to 
loan an executive to the Birmingham. 
Ala. community lor twi > years to help 
establish the Metropolitan Arts Council 

■• Birmingham Once in place, this coun- 

cil is expected to coordinate arts activi- 
ties for the entire city. 

BellSouth is a major supporter of thi 
Robert W. Woodruff Arts Center in 
Atlanta, the company's headquarters city 
The center, which includes the High 
Museum of Art, Atlanta Symphony, 
Alliance Theatre and Atlanta College of 
Art. is a focal point of cultural activities ii 
the city. It has a membership of 11,000 
individuals. More than 300,000 people 
attend events at the center each year, anc 
more than 2 million people see the pro- 
ductions and exhibitions that tour the 
state following engagements at the 
Woodruff Center. 

On the national level, BellSouth is 
underwriting the "41st Biennial 
Exhibition of Contemporary American 
Painting," which opened in April at The 
Corcoran Gallery in Washington, D.C. 
This exhibition features works by con- 
temporary Southern artists, as well as art 
created by African-American, Hispanic 
and women artists. In September, the 
exhibition will open at The New Orleans 
Museum of An and then travel to the 
Norton Gallery in West Palm Beach and 
the University of Georgia in Athens. 

ianla 
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BellSouth and its family of companies have 
a history of commitment to supporting the arts in 
the communities they serve. 

Our involvement with the arts ranges from 
lirauiiii»JKTtiiii*Tain»;liik1KCi».<m»jn 

Caller)- in Washington, D.C., to regional and local 
support of efforts like the Southern tour of the 

Atlanta's award-winning I ligh Museum of Art, 
designed bv Richard Meier, part of the Robert W. Woodruff Arts ("enter. 

National Theatre of the Deaf, the Affiliate 
Artists Program in Florida and South Carolina, 
Friends of the Library in Jackson, Mississippi and 
the Robert W. Woodruff Arts Center in Atlanta. 

At BellSouth, we believe advanced 
communications isn't the only thing that enhances 
the quality of life. 

r Photography by E. Alan McGee 

BELLSOUTH 
wim 

i9w MisouthcoiporaDon Everything vou expect from a leader.- 

TELECOMMUNiV \l IONS INFORMATION      SYSTEMS COMPUTERS SOFTWARl MOBILE     COMMUNICATIONS PUBLISHING 
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somebody's g 

And that somebody is Amer- 
ica's corporations. 

As one of the leading corpo- 
rate contributors in America, 
we're proud to say that this year 

we've increased our contri- 
butions to the arts, education 
and other social programs. 

But we haven't done this out 
of charity. We've done it becau 

. ij.jr) ( orporarion 



lient giving less 
Education, 
ID give more. 

tjnakes good business sense. 
|kt Chase, we believe we're in 
Itnership with the commu- 
lies we serve. 
|\nd by improving the quality 

of life in those communities, we 
make them better places to bank. 

i 
i 

p 
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GENERAL  MOTORS 
CORPORATION 

/nterested in bringing the aits to 
people in cities all across the coun- 
try and in recognizing and sup- 

porting excellence in the arts, General 
Motors sponsors a wide range of nation- 
al and local cultural projects. 

As part of its commitment to excel- 
lence in the ails, General Motors annual- 
ly sponsors "Kennedy Center Honors." 

1    Mllr *ifil 
M  '^%"   ■~s£mr   4 w%    f 

-^^5tli^c »r ?*^s 
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This two-hour nationally televised pro- 
gram, seen by nearly 11 million people, 
honors the lifetime achievements of 
leading American performing artists The 
company has also sponsored other cul- 
tural programs, including the PBS tele- 
cast ol Verdi's "Requiem" featuring 
Luciano Pavarotti and the Opera 
Company of Philadelphia, the recent 
national television broadcast of the   l~th 
Annual American film Institute Lifetime 
Achievement Award A Salute to Gregory 
Peck." viewed by nearly 13 million, and 
the historic cable television production 
of Vivaldi's "The Foui seasons' featuring 
performances by Pinchas Zuckerman, 
Isaac Stern. It/hak IVilman and the Israel 
Philharmonic under the baton of Zubin 
Mehta. 

Locally, in its headquarters city ol 
Detroil General Motors underwrites the 

ly broadcasts of the Detroit 
■ >r< fiestra thai are heard on 

il radio stations 
IK. the 
ympho- 

ny's lug: i , t jiv 

Eun ir. 
lo 

among talented U 
Motors cosponsors with s.v 
Magazine the National Concerto 

Competition. Every year youngsters 
compete in each of three categories: 
piano, violin and a third instrument. One 
winner is chosen from each category to 
receive a $5,000 scholarship from 
General Motors to advance his or her 
studies. When one of these winners 
demonstrates outstanding talent, he or 
she is selected as the grand prize winner 
and is given the opportunity to perform 
with the Chicago Symphony Orchestra. 
In 1989, Ricardo Morales-Matos, a 17- 
year old clarinetist from Bloomington, 
Ind., was named the grand prize winner. 

NYNEX  CORPORATION 

A   nother company interested in 
Z_l   developing alliances with the 

JL  JL arts, locally and nationally, is 
NYNEX  Nationally, the company funded 
the highly acclaimed production of 
Robert Joffrey's "The Nutcracker" per- 
formed by The Joffrey Ballet. For the 
past two years, the company has under- 
written performances of this full-length 
ballet in New York. Washington. D.C. 
and Los Angeles  M NIX also under- 
wrote the Atlanta ballet's full-length pro- 
duction of "Romeo and Juliet," chore- 
ographed by Tom Pazik. NYNEX was the 
corporate sponsor for the 1989 "Salute to 
the Symphony"—the annual weekend 
fundraiser lor the community outreach 
program of the boston Symphony. The 
weekend included a sold-OUt concert 
conducted by Seijj O/awa, John Williams 
and Harry Ellis I >H kson The event 
raised S_M<).

_
()1 for the symphony's out- 

iv.ic li program. 
based in Westchester County, NY.. 

M NIX is also ,i leading business sup- 
porter ot the arts in its headquarter com- 
munity. The company recently spon- 
sored a special NYNEX night at the 
westc luster Symphony . which featured 
Hutist Eugenia Zukerman. This summer 
the company will continue supporting 
the Caramoor Festival in Katonah, N.Y., 
underwriting a performance by Andre' 
Watts 

Additionally, N^ Nl \ has installed 

more than 100 works from its corporate 
an collection in its facilities throughout 
New York so that they may be viewed by 
thousands working in and living near 
these facilities. The company loans 
works from the collection to museums 
UK\ traveling exhibitions throughout the 

itrv. 

Tbejqff 
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SOUTHWESTERN   BELL 
CORPORATION 

S~) trongly committed to enhancing 
X   the quality of life nationally as well 

L_y   as in its five-state operating 
area—Arkansas. Kansas. Missouri, 
Oklahoma and Texas— Southwestern 
bell, based in St. Louis, has undertaken a 
variety of cultural sponsorships. The 
company, by adding its advertising and 
marketing expertise, guarantees that the 
programs it sponsors reach the greatest 
possible audience 

Currently. 24 works from the highly 
acclaimed Southwestern Bell corporate 
collection of contemporary art are on 



The Arts Need Protection 
As Much As Protection 

Needs the Arts. 
Southwestern Bell is proud to support the arts. For two simple reasons. 

People need the arts, and the arts need people. From New York, New York 
J to Protection, Kansas. 
^       But the arts 

need more than our 
eyes and ears. They 
need our support. 

Which is why 
Southwestern Bell is 
involved in such a wide 
range of sponsorships. 
From the Georgia 
CKeeffe Exhibition in 
major cities coast to 

coast, to musicals in Guthrie, Oklahoma. From symphonies in St. Louis, to 
theatre in towns like Protection. 

We all benefit from the arts. And they can benefit from us. If we all 
work together to keep American culture accessible to the largest cities, and 
the smallest towns. 

Because wherever there are people, there's a place for the arts. 

Southwestern Bell 
Corporation 
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boosted the ities. 

tour in Kansas. This exhibition— "The 
Contemporary Masters Kansas Tour' — 
features works by Robert Longo, Robert 
Rauschenberg, Andy Warhol and 
Ellsworth Kelly. To encourage people to 
attend the exhibition, Southwestern Bell 
is providing special advertising and 
promotional assistance, as well as public 
school education programs and a PBS 
program about the works in the 
exhibition. 

During the lOOth-anniversary yeai 
of Georgia O'Keeffe's birth. 
Southwestern Bell sponsored the nation- 
al tour of '"Georgia OKeclte 1887-1986," 
which opened at the National (iallery of 
Art, Washington, DC. and then traveled 
to four other major I   S  museums This 
exhibition was seen by approximately 
1.3 million people and contributed sub- 
stantially to the economic well-being of 
each city. In Dallas, for example, the 
exhibition was viewed by nearly 206,000 
people, and it generated SIS million for 
the city. 

Southwestern Bell also sponsors a 
variety of community-based programs 
including: "Artmobile"—a traveling exhi- 
bition of works of art from the Arkansas 
Art Center that traveled to 50 locations in 
1987; "Persistence of the Spirit"—an 
exhibition focusing on 300 years of the 
history and culture of the black commu- 
nity in Arkansas that traveled to 60 cities 
and towns throughout the state; a series 
of free concerts performed by the Dallas 
Symphony in parks throughout the city 
and the Laguna Art Museum's art educa- 
tion program for Austin public 
schoolchildren. Southwestern Bell is also 
a founding sponsor of the State Ballet of 
Missouri and is underwriting the broad- 
casts of 26 St. Louis Symphony Orchestra 
concerts on National Public Radio. 

THE   NEW  ENGLAND 

/nterested in reflecting the spirit of 
the company through its arts sup- 
port program, The New England is 

under-writing the national tour of "An 
American Sampler: folk Art from the 
Shelburne Museum." 

4/^P 

"Our values parallel those of the 
classic New England craftsperson, 
reflecting a dedication to quality, servici 
integrity, and long-term relationships," 
says John A. Fibiger, vice chairman and 
president. "Our underwriting of this 
exhibition, along with the development 
of a folk art teaching kit and the produc 
tion of the documentary film, 'Collecting 
America,' is an extension of our long- 
standing commitment to the arts and to 
public education." Throughout the tour, 
The New England is providing marketin 
and advertising efforts to increase publu 
awareness of the exhibition and its com- 
ponents. 

Leading The New England's 
involvement with the arts is Edward E. 
Phillips, chairman and chief executive 
officer, who also serves as chairman of 
the Greater Boston Arts Fund. As part of 
the company's 150th anniversary cele- 
bration, The New England undertook 
three major arts projects in Boston, its 
headquarter city. The company estab- 
lished "New England Life Presents"—a 
performing arts series featuring 24 
Boston area performing arts 
groups—and underwrote the advertising 
and promotional campaign for this 
series. The New England also sponsored 
"The Great Boston Collectors"—a major 
exhibition at the Museum of Fine Arts in 
Boston—and underwrote the special 
acKertising and promotional support. 
Additionally. The New England funded 
the design and installation of exterior 
permanent lighting for three Boston 
landmarks: Old South Church, Trinity 
Church and the Boston Public Library. 
The company continues to provide sup- 
port toward maintenance and electrical 
costs at these sites. 

A  NATIONAL  RESOURCE 

CCA   'xls'nc'ss °f any s'ze located any* 
L\   where in the country can become 

A. X. involved with the arts and pro- 
duce a mutually beneficial partnership 
that enhances both business and the 
arts,   says Jecllicka. If your business 
would like assistance in developing an 
alliance with the arts, contact the 
Business Committee for the Arts. Inc., 
1775 Broadway, Suite 510. N.Y.. N. Y. 
10019,(212)664-060011 

GtxvrplxMiyrujiln In l*>"f! ttwuff- tUUKlje case courtly 
cfT./UttbonyLuL.S )   lxillitJ<<H*-i<»trii's\tifhrvedi>fI.ondoni 
cello courtesy ofManba Adebon 

Datgn Novtmbv and Lawrence, Int. 



1989. New England Mutual Life Insurance Company. Boston. MA. 

THE NEW ENGLAND PRESENTS CRAFTS THAT MIGHT 
HAVE GONE UNNOTICED 150 YEARS AGO. 

ticut 

An American Sampler 
At the Wadsworth Atheneum Hartford, Connecticut 
June 4-Sept 3,1989 
At the New-York Historical Society, New York New York 
Oct 3,1989-Jan. 7,1990 
At the Worcester Art Museum, Worcester, Massachusetts 
April 15-Aug. 5,1990 

Folk art wasn't created for museum display. 
In homes and atop barns and businesses, these 
pieces played functional, decorative roles in 
daily American life. 

Today, interest in folk art is soaring. Credit 
in large part is due to Electra Havemeyer Webb, 
a visionary collector who founded Vermont's 
Shelburne Museum. 

To celebrate America's artistic heritage, some 
of the nation's leading museums are hosting a 
special exhibition, An American Sampler: Folk Art 
from the Shelburne Museum. 

The New England is proud to sponsor this 
exhibition because our corporate values so closely 
parallel those of the classic American craftspeople 
and their commitment to quality and integrity. 

The New England 
Your Financial Partner 
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At six, he played the Palace. 
>rher Salzburg kinder were playing ring- 

ingelspiel, little Amadeus was performing 
heresa. 

is us genius got its own reward. 
11 to bring you the brilliance of 

-;n and Tchaikovsky and all 
the giants. Mondays at 9 p m on 
YQXI^ FiVl hrough our sponsor- 
ship of the i. hestra broadcasts. 

NYNEX cor in . ony 0f technology 

and creativity. We apply this same thinking to your 
business opportunities. 

From computer systems to software to telecom- 
munications networks, we give you total creative solu- 
tions, end-to-end. 

At NYNEX, those answers are as much an art as 
they are a science. 

Need to communicate? Need to compute? The answer is 

NYNEX 
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The Forbes 500s 

The Forbes 500s are a multidimensional look at 
bigness in corporate America as measured by 
Sales, Assets, Profits and Market Value. By 
most measures (see table, opposite) growth 
among the 500s is sluggish. But this apparent 

sluggishness hides tremendous dynamism in the top ranks 
of U.S. business. Even as some once big companies are 
slipping off the list entirely, others are moving up. This 
year alone 52 brand-new names appear in the 500s. Some 
older ones disappeared be 
cause they were taken over: 
Kraft, RIR Nabisco and 
Pillsbury. But others disap- 
peared after being left be- 
hind in the changes sweep- 
ing corporate America. 

Yes, there is a fair 
amount of pure paper shuf- 
fling in all this change: The 
dealmakcrs first got fees tor 
putting R.J. Reynolds and 
Nabisco together, and may 
get a second round of fees 
foi separating them. But 
most of the turbulence in 
the top 500 lists reflects 
true economic change. 

Compaq makes desktop 
computers as powerful as 
the multimillion-dollar 
mainframes of the 1960s. 
Technology, not paper 
shuffling,  ranks it   198  in 

How the numbers are calculated 

the Profits 500, 231 in Market Value and 378 in Sales. 
Computer Associates International, a vendor of main- 
frame software, was founded 13 years ago by Charles 
Wang. In fiscal 1979 Wang's firm had revenues of $6 
million. In 1982 it joined our list of the 200 Best Small 
Companies in America. Last year it graduated to the 500s, 
where it now ranks 205 in Market Value and 320 in Profits. 

Among other 200 Best Small Company success stories 
are Great Lakes Chemical (bulk chemicals), Molex (elec- 

tronics), Marion Labs (pre- 
scription drugs), Liz Clai- 

To quality tor a Forbes 500 listing a company must be 
publicly traded, U.S.-based and one of the 500 largest firms 
by saks profits, assets or market value. If a corporation is 
consolidated by another Forbes 500 company, FORBES ranks 
only the parent t NA Financial, 82% owned by Loews, does 
not appear here. 

Fiscal j i .ii end results are used for companies with fiscal 
years ending m November, December, January and, where 
available, February. For all other tirms, sales, profits and 
cash flow are based on latest 12-month results. Market 
value is the total capitalization of all classes of common 
stock and is based on the stock price and the number of 
shares outstanding as of Dee ?• 1, 1988. 

Operating revenues are used tor sales. For banks this 
includes interest income plus other operating income. Net 
profit excludes extraordinary items but includes earnings 
from discontinued operations and, for insurance companies' 
as well as other companies, capital gains. Cash flow is net 
profits plus depreciation and amortization Employee 
counts are averages tor the last fiscal year. 

borne (apparel) and Pall 
Corp. (filters). Some small 
corporations didn't enter 
the Best Small Companies 
phase. They sublimed, as it 
were, into 500s status. Ap- 
ple Computer and Micro- 
soft grew so fast that by the 
time they had enough earn- 
ings history to be consid- 
ered for the FORBES small- 
company honors, their rev- 
enues put them over the 
ceiling for a "small" com- 
pany. Compaq Computer, 
Sun Microsystems and 
Tandem Computers also 
took the fast route into the 
Forbes 500s. 

Look only at the 500s 
companies—a total of 778 
made one or more of our 
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i sts—and you see a picture of a shrinking work force, 
otal employment fell 2.8% last year, to 19.9 million, 

, ontinuing on a long downward slope. Part of the decrease 
; ^fleets the removal of big employers like RJR Nabisco and 
illsbury in leveraged buyouts or following takeovers by 

' ireign firms. Another chunk was from attrition and fir- 
igs. The restructuring of the 1980s has dropped the em- 
loyee count of the Forbes 500s as corporations either 
losed down divisions,  sold them off in management 

Where to find the lists 

Sales 178 

Profits 

Assets 

184 

198 

Market Value 208 

Jobs and Productivity 216 

Alphabetical Rankings 246 

Stock Market Performance 294 

Addresses, Chief Executives 342 

buyouts or spun them off to their shareholders. 
But somewhere, among the 9 million companies tracked 

by Dun &. Bradstreet, are more than enough growing firms 
to take up the slack left by the mature giants now being 
restructured. Thus is it that total employment in the U.S. 
has increased 16%, to 115 million, since 1980. Some of the 
new jobs are coming from new technology, through com- 
panies like Apple and Pall. A lot more are coming from 
future giants too small to be registered yet. 

The grand totals 

Employment at the 778 directory companies fell 
again, reflecting both gains in efficiency and the dis- 
appearance of large employers such as Federated De- 
partment Stores and RJR Nabisco. 

1988              Change 
Category                                         total             from 1987 

5-year 
growth rate 

Sales 500                                 S3.0 trillion          +7.1% 3.2% 

Profits 500                                 187 billion        +19.9 6.3 

Assets 500                                 6.6 trillion        +10.4 9.5 

Market Value 500                    1.9 trillion          +8.7 9.3 

Total employment 
of 500s companies              19.9 million           -2.8 -1.7 
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"The Audi 90 follows the road like a bloodhound',' 
one awed reviewer recently wrote. 

True enough. But while an Audi adheres to the 
asphalt, it adheres to very little else. Because the Audi 
80/90 Sports Sedans follow an alternate route. 

Look at the evidence. It's sculpted of 100% zinc- 
galvanized steel. Uniquely shaped to smooth-talk the 
wind out of resisting. (And quite dashing, we might 
add, under its painstaking 27-step paint process.) 

Then, drive the evidence. The maverick five-     5:£ffi^£"l 
cylinder powerplant will shatter your preconceptions as easily as its 
motorsport cousins shattered ten world speed records. The confidenj 
inspiring front-wheel drive (a system pioneered by Audi) embodies 

Hie OnlyThing 
It ConformsTo 
Islhe Road. 



3 years of continuous refinements. And the available all-wheel Quattro 
ive is so highly evolved, it can actually improve traction by 100%. 

No wonder Car and Driver concluded: "The driving experience is 
oy bit as polished as the exterior shape. Sit down, strap in, and 
;epare for a momentous ride." 

Prepare for some rather momentous protection, as well. Because 
fery Audi comes equipped with the Audi Advantage-for unequalled 
purity. Security, in fact, from delivery to trade-in. (Your dealer will be 
roud to share die details.) 

So why not pursue an alternate route? In an Audi 80/90 
x>rts Sedan. And conform to the only thing that matters. 

Theroad The Alternate Route. 

,Ai *•>«»  :  u  i 

J 

( H 4 

C 1989 Audi of America 



The Forbes Sales 500 

In 1988 revenues of the 500 
biggest firms in the U.S. 
climbed 7%, to $3 trillion. 

The biggest seller among U.S. 
corporations last year was 
General Motors, with reve- 
nues of $121.8 billion, the 

only company to have sales of more 
than $100 billion. Although Ford 
Motor places second with revenues 
of $92.4 billion, it earned more than 
General Motors for the third year in 
a row <SLvj> 1H4) Both companies, in 
accordance with Financial Accounting Standards Board 
ruling 94, consolidated the revenues of their finance sub- 
sidiaries in 1988. In the table this year, prior years' results 
(but not rankings) were restated before we calculated per- 
centage gains. 

Number 500 on the sales roster is Cincinnati Gas & 
Electric, with revenues of $1.39 billion. Mergers and LBOS 
have kept this cutoff figure from growing much; as big 
companies vanish, smaller ones come on at the bottom. In 
1984 the qualifying revenue figure was $1.17 billion. 

USAir Group's acquisitions of Piedmont Aviation and 
Pacific Southwest Airlines pushed up USAir's revenues by 

Rank 
1988 1987 Company 

Sales 
(Smil) 

Change 
over 
1987 

% 

1            1 General Motors 121,817 7.3 

2          3 Ford Motor 92,446 IS 7 

3          2 Exxon 80,868 5.8 

4         4 IBM 59,681 8.0 

5         6 Sears, Roebuck 50,251 9.5 

90%, to $5.7 billion. United Tele- 
com increased its ownership of US 
Sprint to 80.1%, consolidated 
Sprint's revenues on its own income 
statement, and thereby posted a 
117.7% increase in revenues. Inter- 
national Minerals & Chemical, 
which sold IMC Fertilizer in a public 
offering in February 1988, is now too 
small to qualify for the sales list. 

More than 25 companies on the 1987 list dropped off. 
Firestone Tire & Rubber, Federated Department Stores, 
Koppers, Kraft, Irving Bank and Pillsbury were among 
firms scooped up by corporate acquirers. Colt Industries, 
TWA and R(R Nabisco joined the growing ranks of private 
corporations. And Financial Corp. of America is in the 
process of a Chapter 7 liquidation. 

The 500 largest firms posted combined sales of $3 tril- 
lion in 1988. That's over half as big as the gross national 
product, but, of course, the numbers aren't fully compara- 
ble. When usx sells steel to General Motors the steel is 
counted twice in our 500s total but only once in the GNP. 

Winners 
The leaders in sales growth 

Rank 
1988       1987          Company 

1988 
(Smil) 

Change 
over 
1987 

% 

l nited Telecom 6,493 117 2 

481 Sua Microsystems 1,462 93.3 

132 USAir Group 5,707 90.2 

329 496           General Cinema 2,378 75.8 

475 ■           Great .Km Mgmt 1,505 70.5 

• Nut on 

Losers 
The laggards in sales growth 

i 
1988 

Hank 
1987 Company 

1988 
(Smil) 

Change 
over 
1987 

% 

402 117 Zayre 1,921 67 (J 

250 136 Santa Fe Southern 3,144 ^»2.3 

266 191 National Intergroup 2,975 -23.7 

347 264 use. 2,248 -22.4 

398 309 First Bank System 1,943 -21.2 

■ Noi on 500 lb) in 198' 
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Rank 
8 1987 Company 

Sales 
(Smil) 

Change 
over 
1987 

% 
Rank 

1988 1987 

7 General Electric 49,773 4.2 

5 Mobil 48,198 -5.9 

12 Chrysler 35,473 21.2 

9 American Tel & Tel 35,210 4.8 

1 8 Texaco 33,544 -2.4 

10 EI du Pont 32,514 7.3 

11 Citicorp 32,024 14.9 

14 K mart 27,550 6.5 

15 Philip Morris Cos 25,860 13.6 

. 13 Chevron 25,196 -3.1 

16 Aetna Life & Cas 24,296 4.5 

20 American Express 22,934 29.1 

J 17 Amoco 21,150 4.8 

) 27 Wal-Mart Stores 20,649 28.5 

1 19 Procter & Gamble 20,368 13.8 

I 24 Occidental Petroleum 19,417 13.6 

I 18 ITT 19,355 6.4 

I 22 Travelers 18,986 5.4 

i 34 American Stores 18,478 29.5 

5 23 United Technologies 18,000 4.8 

6 25 Cigna 17,889 5.8 
7 26 Atlantic Richfield 17,626 7.3 

21 Kroger 17,463 -1.1 

9 37 Eastman Kodak 17,034 28.0 

0 30 Boeing 16,962 10.5 

1 36 Dow Chemical 16,682 24.7 

29 GTE 16,460 6.7 

3 32 Xerox 16,441 8.8 

4 35 USX 15,792 13.6 

5 31 JC Penney 15,296 -2.9 

0 38 McDonnell Douglas 15,072 10.2 
7 44 American Intl Group 13,613 20.7 

8 39 BellSouth 13,597 10.8 

9 33 Tenneco 13,234 -10.5 

0 42 PepsiCo 13,007 13.3 

1 40 Nynex 12,661 4.8 

2 49 Westinghouse 12,500 10.3 

3 47 Chase Manhattan 12,365 15.1 

4 52 Digital Equipment 12,285 18.2 

5 50 Dayton Hudson 12,204 14.3 

6 41 Rockwell Intl 12,135 1.7 
7 46 Allied-Signal 11,909 7.1 

8 53 May Dept Stores 11,742 16.2 

9 48 Phillips Petroleum 11,304 5.4 

0 60 Sara Lee 11,206 14.4 

1 54 Bell Atlantic 10 8x0 1.2 

.2 56 Goodyear 10,810 9.1 

.3 55 1 Federal Natl Mortgage 10,635 5.5 

.4 43 • Lockheed 10,590 -6.5 

•5 63 Minn Mining & Mfg 10,581 12.2 

.6 51 Merrill Lynch 10,547 9.1 

>7 68 Loews 10,507 17.3 

.8 72 Fleming Cos 10,467 20.8 

,9 74 Hewlett-Packard 10,296 20.5 

it 66 ConAgra 10,295 0.0 

Company 
Sales 
(Smil) 

Change 
over 
1987 

% 

Change 
over 

61 80 Caterpillar 10,255 25.4 

62 58 BankAmerica 10,181 0.2 

63 62 Great A&P Tea 10,068 5.6 

64 64 Super Valu Stores 10,025 6.6 

65 69 Weyerhaeuser 10,004 13.4 

66 61 Ameritech 9,903 3.9 

67 59 Unisys 9,902 1.9 

68 84 Alcoa 9,795 26.1 

69 65 General Dynamics 9,551 1.5 

70 85 International Paper 9,533 22.8 

71 73 Georgia-Pacific 9 509 10.5 

72 67 Pacific Telesis 9,483 3.6 

73 77 US West 9,221 9.2 

74 70 Winn-Dixie Stores 9,088 3.0 

75 82 Johnson & Johnson 9,000 12.3 

76 78 UAL 8,982 8.3 

77 79 Anheuser-Busch Cos 8,924 6.9 

78 76 Unocal 8,853 4.6 

79 95 AMR 8,824 22.6 

80 71 Sun Company 8,612 -0.9 

81 75 Texas Air 8,573 1.2 

82 90 Security Pacific 8,483 11.4 

83 A3 Southwestern Bell 8,453 5.6 

84 88 Coca-Cola 8 338 8.9 

85 104 Union Carbide 8,324 20.4 

86 89 Monsanto 8,293 8.6 

87 107 Motorola 8,250 23.0 

88 92 Coastal Corp 8,237 10.9 

89 87 Raytheon 8,192 "0 

90 99 FW Woolworth 8, Oss 13.4 

91 86 Mfrs Hanover 8,019 3.4 

92 97 Transamerica 7,879 9.8 

93 93 Ashland Oil 7,860 8.4 

94 105 JP Morgan & Co 7,839 14.7 

95 96 Pacific G&E 7,646 6.4 

96 81 CSX 7,592 -5.6 

97 109 Chemical Banking 7,549 13.9 

98 118 Archer-Daniels 7,379 19.4 

99 111 Marriott 7,370 13.0 

100 91 LTV 7,325 -3.4 

101 113 Delta Air Lines 7,323 15.3 

102 102 Lincoln National 7,312 5.1 

103 94 Textron 7,286 1.7 

104 112 Borden 7,244 11.2 

105 120 American Brands 7,236 21.4 

106 101 Southern Company 7,235 3.2 

107 108 Honeywell 7,148 7.0 

108 100 McKesson 7,052 -0.5 

109 106 TRW 6,982 2.4 

110 115 Baxter International 6,861 10.3 

HI 114 Emerson Electric 6,793 6.3 

112 123 Melville 6,780 14.3 

113 126 Albertson's 6,773 15.4 

114 258 United Telecom 6,493 117.7 

115 132 Texas Instruments 6,295 12.5 

Rank 
1988 1987 Company 

Sales 
(Smil) 

1987 
% 

116 134 SCEcorp 6,253 13.8 

117 121 Salomon 6,146 2.4 

118 122 Union Pacific 6,068 2.1 

119 125 Ralston Purina 6,046 3.0 

120 131 NCR 5,990 6.2 

121 137 Bristol-Myers 5,973 10.6 

122 145 Merck 5,940 17.4 

123 144 First Interstate Bncp 5,932 17.2 

124 138 Pacific Enterprises 5,932 10.3 

125 127 Continental Corp 5,878 1.3 

126 135 FPL Group 5,854 -10.1 

127 128 Bankers Trust NY 5,851 2.8 

128 119 Northrop 5,797 -4.2 

129 165 WR Grace 5,786 28.1 

130 140 Martin Marietta 5,727 10.9 

131 124 Enron 5,708 -3.5 

132 256 USAir Group 5,707 90.2 

133 141 NWA 5,650 9.9 

134 143 H) Heinz 5,639 10.8 

135 149 (arnes River Corp Va 5,623 14.9 

136 139 PPG Industries 5,617 8.4 

137 151 Quaker Oats 5,616 15.3 

138 129 Commonwealth Ed 5,613 -1.1 

139 153 USF&G 5,582 15.7 

140 173 Reynolds Metals 5,567 30.0 

141 189 Sysco 5,561 39.3 

142 133 General Mills 5,557 6.4 

143 152 McDonald's 5,521 13.8 

144 185 Fluor 5,514 38.3 

145 146American Home Prods 5,501 9.4 

146 161 Bethlehem Steel 5,489 lx.8 
147 158 Deere 5,461 16.2 

148 150 Kimberly-Clark 5,394 10.4 

149 147 Pfizer 5,385 9.5 
150 174 Bank of Boston 5,296 24.0 

151 155 Gulf & Western 5,277 10.2 

152 160 Campbell Soup 5,269 13.5 
153 181 Dana 5,190 16.9 

154 193MCI Communications 5,137 30.4 

155 162 Champion Intl 5,129 11.1 

156 142 Consolidated Edison 5,109 0.3 
157 163 Ryder System 5,030 9.1 
158 167 Walgreen 4,980 12.3 
159 156 Litton Industries 4,943 4.4 

160 168 Abbott Laboratories 4,937 12.5 

161 164 Wells Fargo 4,853 6.1 

162 192 Wetterau 4,850 23.0 
163 154 American Electric 4,841 1.1 
164 225 Halliburton 4,839 26.3 
165 175 First Chicago 4,791 12.9 

166 166 Capital Cities/ABC 4,773 7.5 
167 171 SmithKline Beckman 4,749 9.7 
168 130 Colgate-Palmolive 4,734 -16.2 
169 182 Scott Paper 4,726 14.7 
170 148 CPC International 4,700 -4.1 

• Not on 500 list in 1987. 
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The Forbes Sales 500 

Rank 
1988 1987 Company 

Sales 
(Smil) 

Change 
over 
1987 

% 

171     110   Burlington Northern    4,700     10.6 

172    172 

198 

222 

223 

225 

Teledyne    4,598      3.6 

173     180   American Cyanamid    4,592     10.2 

174    212 Price Co     4,530     24.1 

175     178 Time Inc    4,507       7.5 

176    177 Mead     4,464       6.1 

177    183 Norfolk Southern    4,462      8.5 

178    255 Apple Computer    4,434    45.8 

179     176 Pub Svc Enterprise    4,395      4.4 

180    196 Kellogg    4,349     14.7 

181     179 Whirlpool    4,315      3.2 

182    229 Dun & Bradstreet    4,267    27.0 

183    207        Cooper Industries    4,258     18.8 

184    210 Federal Express    4,244    20.5 

185    222 Warner Commun    4,206    23.6 

186     157 Amerada Hess    4,206 -10.6 

187     184 Texas Utilities    4,154       17 

188    203 Navistar Intl    4,113     12.8 

189    245 Morgan Stanley     4,109     30.5 

190     195 Boise Cascade    4,095       7.2 

191     209 Limited    4,071     15.4 

192    204 Eli Lilly    4,070     117 

193    217 Inland Steel Inds     4,068     17.8 

194     248 Toys "R" Us    4,000    27.5 

195    202 Tandy    3,992      9.2 

196    241 Dresser Industries    3,989    24.5 

197    215 WickesCos    3,985    -1.7 

198 Chubb    3,980       7.2 

199    224 AMAX    3,944     16.6 

200    235 \.ms Cos    3,917     19.6 

201     213 Warner-Lambert     3,908     12.2 

202    232 Coca-Cola Enterprises    3,874     16 4 

203    200 Alto Standard     3,871       5 4 

204     282 PNC Financial     3,827     42 9 

205       98        American General     3*2 3     12 4 

206    260 Food Lion    3,815    29.2 

207    261 Walt Disney    3,747    31.2 

208    240 Stone Container    3,742     15.8 

209    228 Reliance Group     3,7.30     10.9 

210    230 Bergen Brunswig    3,730      6.3 

211     194 Fireman's Fund     3,?04   -16.5 

212    227 M Paul Cos     3,631 7.9 

213    226 Control Data     3,628       7.8 

214     199 Duke Power     3,627    -2.1 

215     205      Houston Industrie-      I 396       0 2 

216 Grumman     3,591 8.0 

294 Gt Northern Nekoosa    3,588     18.6 
218 Whitman     3,583  -11.0 
219 Gillette     3,581      13.1 
220 Humana     3,580     22.5 

221 I \\ Services 

Pan Am 

3.574 

3,569 

434 

-0.7 

276     Waste Management    3,566    29.3 

224    216      -Middle South I'tils     1,565      3.2 

PacifiCorp     3 519 1 

I Not i ii 

Rank 
1988 1987 Company 

Sales 
(Smil) 

Change 
over 
1987 

% 

226 284 HF Ahmanson 3,517 32.8 

227 236 United Brands 3,503 7.2 

228 238 Consolidated Rail 3,490 7.5 

229 254 Combustion Eng 3,484 14.5 

230 208 Texas Eastern 3,481 -2.6 

231 247 Eaton 3,469 10.5 

232 257 National Medical 3,433 23.9 

233 352 Ames Dept Stores 3,363 59.2 

234 237 Dominion Resources 3,344 2.9 

235 251 Gannett 3,314 7.6 

236 273 Cummins Engine 3.310 19.6 

237 303 Greyhound 3,305 32.1 

238 246 FMC 3,287 4.7 

239 249 Brunswick .3 282 6.3 

240 234 Mellon Bank 3,269 2.3 

241 319 Paccar 3,267 28.1 

242 250 Times Mirror 3,259 5.8 

243 243 Philadelphia Elec 3,229 1.5 

244 262 Armco 3,227 10.3 

245 267 Inhnson Controls 3,227 15.0 

246 287 Bank of New England 3,197 17.3 

247 270 Turner Corp 3,196 14 5 

248 298 Circle K 3,188 23.3 

249 190 Gt Western Financial 3,166 10.6 

250 136 Santa Fe Southern 3,144 -42.3 

251 201 Kemper 3,135 -14.5 

252 269 Columbia Gas System 3,129 11.8 

253 266 Detroit Edison 3,102 8.6 

254 365 Southmark 3,100 15.9 

255 278 Service Merchandise 3,093 13.7 

256 253 Wang Laboratories 3,075 0.9 

257 274 Avon Products 3,063 10.9 

258 300 Fleet/Norstar Finl 3,051 20.3 

259 214 First Executive 3,049 -12.4 

260 293 MCA 3,024 16.8 

261 285 Ingersoll-Rand 3,021 14.1 

262 277 American Medical 3,017 8.5 

263 271 Continental Bank .3,012 8.0 

264 280 Giant Food 2,987 9.8 

265 304 Home Group 2,978 19.3 

266 191 National lntergroup 2,975 -23.7 

267 279 Schering-Plough 2,969 10.0 

268 263 Contel 2,964 8.5 

269 268 CMS Energy 2,943 5.1 

270 291 Genuine Parts 2,942 12.9 

271 297 Quantum ( heniical 2,922 13.8 

272 288 First Union 2,899 10.4 

273 299 SunTrust Banks 2,889 12.8 

274 322 1CH 2,885 7.1 

275 308 RR Donnelley & Sons 2,878 15.9 

:^(, 388 Intel 2,875 507 

277 292 Safeco 2,873 10.8 

278 283 General Public Utils 2,834 6.0 

279 265 Owens-Corning 2,831 -2.1 

280 312 NCNB 2,830 15.0 

ChaD 
ove; 

Rank 
1988 1987 Company 

Sales 
(Smil) 

198 
% 

281 302 Provident Life & Ace 2,827 12, 

282 306 CalFed 2,816 13..- 

283 325 Shawmut National 2,811 20.) 

284 321 First Fidelity Bncp 2,805 16.; 

285 281 Hercules 2,802 4.1 

286 289 Niagara Mohawk Pwr 2,800 6.7 

287 275 CBS 2,778 01 

288 239 Transco Energy 2,774 -14.4 

289 313 Emhart 2,763 12.5 

290 301 Upjohn 2,754 8.S 

291 242 Interco 2,746 -14.2 

292 334 Rite Aid 2,746 20.8 

293 272 Enserch 2,739 -2 1 

294 218 General Re 2,736 -20.71 

295 376 Banc One 2,735 39.5: 

296 311 Aon 2,732 10.7, 
297 295 Ethyl 2,718 -13.3: 
298 286 Carter Hawley Hale 2,708 2.5 
299 330 Universal 2,705 17.9, 

300 332 Consol Freightways 2,689 17.1 

301 290 Kerr-McGee 2,689 5.61 

302 324 Zenith Electronics 2,686 13.7 

303 323 Armstrong World Inds 2,680 13.3 

304 328 AMP 2,670 15.2 

305 329 Union Camp 2,661 15.3 

306 335 Pitney Bowes 2,650 13.7 

307 219 Household Intl 2,637 27.51 

308 307 American Petrofina 2,635 6.1' 
$09 350 Bank of New York 2,620 22.4 

310 347 Squibb 2,586 19.9 

311 336 Dtllard Dept Stores 2,558 16.0 

312 333 Barnett Banks 2,546 11.4 

313 337 Rohm & Haas 2,535 151 

314 362 Natl Semiconductor 2,532 10.1 

315 314 Lowe's Cos 2,517 3.1 

316 296 VF 2,516 -2.2 

317 315 PaineWebber Group 2,512 3.1 

318 316 Central & So West 2,512 3.1 

319 340 Air Prods & Chems 2,487 13.7 

320 331 Norwest 2,475 7.7 

321 419 Castle & Cooke 2,469 33.1 

322 327 Consol Natural Gas 2,468 6.3 

323 351 GlenFed 2,465 4.4 

324 343 Morton Thiokol 2,461 13.6 

325 366 Masco 2,439 20.5 

326 341 BF Goodrich 2,417 11.5 

327 369 Parker-Hannifin 2,397 17.0 

328 338 Premark Intl 2,397 9.1 

329 496 General Cinema 2,378 75.8 

330 368 Black & Decker 2,374 17.6 

331 414 West Point-Pepperell 2,353 33.6 

332 310 Engelhard 2,351 -5.2 

333 370 Baker Hughes 2,336 16.4 

334 346 Tribune 2,335 8.1 

335 326 Berkshire Hathaway 2,333 -2.9 
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WE NEVER FORGET THAT IT MIGHT JUST 
BE AN ONCOMING TRAIN 

If things don't turn out as expected, you can 
be in for a nasty shock. And shocks arc the last 
thing we want for our shareholders. 

Hence our policy of safety hist when making 

business decisions. 

"What do we stand to gain?" is never our first 
question, as it is with some people. 

Instead we ask ourselves "What mighl we 
lose?" And we have to be firmly convinced that 

our shareholders' interests won't suffer before 
making a move. 

To that end we focus our attention on basic 
industries providing essential goods and services 
in established markets. 

Therein avoiding the problems caused by 
evei i hanging technology and fickle fashions. 

And further, we never proceed with any 
business plan, be it buying a few more trucks 

or investing in a huge new plant, until we are 
absolutely certain that the outcome can only 
be favorable. 

Such caution has had gratifying results. 

Each and even' year, for the last 25 years, our 
profits have increased, along with dividends and 
eat nings per share. 

In fact our 200,000 shareholders, 
quite rightly, have come to expect it. 

HANSON 
Jacuzzi • Smith Corona     Imperial Tobacco    Fa^berware    Ames    Grove Crane     London Brick    Kaiser    SCM Chemicals    Universal Gym    British Ever Ready    Ground Round 

For further information contact Karen Levy, Investor Relations, 410 Park Avenue, New York, NY 10022    212-826-0098. 



I 
The Forbes Sales 500 

Change 
over 

Rank 
1988 1987 Company 

Sales 
($mil) 

1987 
% 

336 384 Nordstrom 2,328 21.2 

337 390 American Family 2,325 23.9 

338 440 Phelps Dodge 2,320 43.9 

339 381 Olin 2,308 19.6 

340 318 Geo A Hormel 2,289 -5.7 

341 342 US Shoe 2,274 5.1 

342 358 Carolina Power & Lt 2,273 9.2 

343 349 Marsh & McLennan 2,272 5.8 

344 429 Student Loan 2,272 36.2 

345 348 Mercantile Stores 2,266 5.1 

346 488 Valhi 2,252 62.9 

347 264 USG 2,24s -22.4 

348 367 Sovran Financial 2.230 10.5 

349 368 National City 2,227 12.1 

350 355 Pennsylvania P&L 2,214 5.9 

351 353 UNUM Corp 2,199 5.0 

352 448 Costco Wholesale 2,194 38.8 

353 375 Westvaco 2,187 11 4 

354 387 Roadway Services 2,185 14.4 

355 374 NBD Bancorp 2,181 10.8 

356 415 Browning-Ferris Inds 2,172 23.3 

357 373 Allegheny Power 2,170 9.6 

358 317 Hershey Foods 2,168 -10.9 

359 ■ Burlington Resources 2,167 -8.6 

360 382 Pinnacle West 2,155 9.8 

361 407 Ohio Edison 2,143 20.4 

362 361 Long Island Lighting 2,138 3.2 

363 482Tele-Communications 2,134 50.7 

Rank 
1988 1987 Company 

Sales 
(Smil) 

Change 
over 
1987 

% 

364 398 American President 2,131 16.8 

365 357 Corning Glass Works 2,122 1.8 
366 430 Republic New York 2,105 26.5 
367 356 Harris Corp 2,105 1.0 

368 391 Mack Trucks 2,102 13.2 

369 380 Temple-Inland 2,099 -7.7 

370 385 Nash Finch 2,092 7.9 
371 393 Citizens & Southern 2,090 12.7 

372 405 Pennzoil 2,088 16.9 
373 360 Knight-Ridder 2,083 0.5 

3^4 359 Northeast Utilities 2,079 10.7 

375 396 Bear Stearns Cos 2,078 218 

376 389 San Diego G&E 2,0^6 9.0 
377 394 Fred Meyer 2,074 12.2 
378 ■ Compaq Computer 2,066 68.7 

379 ■ Bruno's 2,063 33.9 
380 364 Manville 2,062 -0.1 
381 393 Fruehauf 2,054 11.7 
382 231 Capital Holding 2,046 14.6 
383 379 Centerior Energy 2,038 4.7 

384 378 Union Electric 2,029 4.2 
385 354 Beverly Enterprises 2,025 -A3 
386 402 First Wachovia 2,020 12.5 
387 416 Yellow Freight Sys 2,016 14.6 
388 410 No States Power 2  111 in 13.3 

W> 377 Florida Progress 2,002 2.3 
390 401 Tyson Foods 2,001 11.4 
391 a,v.- Home Depot 2,000 37.6 

Rank 
1988 1987 Company 

Sales 
(Smil) 

Cham 
over 
1987 

% 

392 ■ Arkla ,996 3.7 
393 497 Asarco ,988 46.7 
394 442 MNC Financial ,983 24.1 
395 444 Dover ,954 23.2 
396 40,3 Sherwin-Williams ,950 8.8 

397 456 Freeport-McMoRan ,945 28.4 
398 309 First Bank System ,943 -21.2 
399 428 Avnet ,934 15.7 
400 423 Illinois Tool Works ,930 13.6 
401 409 Longs Drug Stores ,925 8.6 

402 117 Zayre ,921 -69.0 
403 425 Trinova ,919 14.1 
404 392 Morrison Knudsen ,909 2.8 
405 413 Stanley Works ,909 8.3 
406 438 GenCorp ,891 16.8 

407 386 Maytag ,886 -1.2 
408 427 Bally Manufacturing ,867 11.4 
409 399 Baltimore G&E ,864 3.0 
410 412 Polaroid ,863 5.6 
411 439 In 11 Multifoods ,847 14.3 

412 450 Midlantic ,846 19.6 
413 422 Crown Cork & Seal ,8.34 6.8 
414 432 Springs Industries ,825 9.9 
415 395 Maxicare Health ,824 5.4 
416 418 McGraw-Hill sis 3.8 

417 421 Diamond Shamrock ,804 3.6 
418 458 Amdahl ,802 19.7 
419 38,3 Louisiana-Pacific ,799 8.8 

iNoi on 500 list in 198" 

PhoneWATS 

If you think WATS service from the phone 
company, AT&T, can really cut your business 
bill, take a look at what WATS from the FON 
company, US Sprint'can do. 

If you spend as little as $120 a month, Dial 

BothWill SaveYou Money 
1 WATS" on the Fiber Optic Network (FON") 
of US Sprint can give you better savings 
than AT&T's WATS service. 

And Dial 1 WATS not only saves you money, 
it also gives you everything you'd expect from 

l cartrt tndmfft d US Spinl Cimmunutions C«n|um LuniKd Pi 

182 

a phone company. Like 24-hour operator 
service, free F0NCARDS, international calling, 
and free call detail. 

Plus some features AT&T doesn't give you. 
Like free billing summaries that help you track 
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lank 
J j 1987 Company 

Sales 
(Smil) 

Change 
over 
1987 

% 

t 

■ 

452 Holly Farms 
Tyco Laboratories 

486   Reebok International 

453 
468 

441 I. 
4     445 

1 436 

435 

492 
449 

-4 

1     476 
I       ■ 

426 

424 
408 

406 

443 
460 
490 
463 
404 

Harcourt Brace 

Cabot 

General Signal 

Geico 
Becton Dickinson 

Himont 

JJaoco^ 
Centex 

PHHCorp 
Willamette Inds 

Sequa 

BrownGjoup 

New York Times 
MCorp 

433     Public Service Colo 
Williams Cos 

457 Hills Dept Stores 

Torchmark 
Square D 

Outboard Marine 
Masco industries 
Meritor Financial 

Itel 
471    CoreStates Financial 

798  17.7 

792 43.2 

786 28.6 

782 -8.2 

770 17.2 

760  9.8 

,757  8.5 

749  9.0 

746 49.8 

736  9.8 

730 25.8 

717 -4.7 

716 19.9 

713 49.5 

707 

700  0.6 

692 -7.1 

685 

Not on 500 list in 1987 

1.7 
673    -6.0 

671     10.3 

670      5.0 
,657     11.6 
,653     19.8 
,651     12.3 
,645    -7.9 

,644    29.0 

,630    12.5 

Change 
over 

Rank 
1988 1987 Company 

Sales 
(Smil) 

1987 
% 

447 451 Super Food Services 1,628 5.7 
448 ■ Circuit City Stores 1,619 29.9 
449 466 Automatic Data 1,617 10.2 
450 459 Dean Foods 1,612 7.7 
451 ■ ^Dowlones 1,603 22.0 

452 480 Gt Am First Savings 1,601 12.3 
453 ■ Sonoco Products 1,600 21.9 
454 431 Holiday 1,597 ^.0 
455 ■ Prime Computer 1,595 65.9 
456 477 Witco 1,586 11.1 

457 420 Subaru of America 1,584 -9.3 
458 ■ Pittston 1,583 18.1 
459 464So N England Telecom 1,583 7.7 
460 467 Avery International 1,582 7.9 
461 484 Hanover Insurance 1,580 11.9 

462 ■ HomeFed 1,578 21.5 
463 446 Ohio Casualty 1,576 0.1 
464 489 Fleetwood Enterprises 1,567 13.5 
465 ■ Timken 1,554 26.3 
466 479 Perm Central 1,547 8.8 

467 494 Wisconsin Energy 1,541 12.9 
468 ■ WW Grainger 1,535 16.3 
469 470 Nipsco Industries 1,524 5.0 
470 499 Adolph Coors 1,522 12.7 
471 475 Gulf States Utils 1,520 6.1 

472 472 New England Electric 1,520 4.9 
473 ■ NIKE 1,519 59.2 

Change 
over 

Rank 
1988 1987 Company 

Sales 
(Smil) 

1987 
% 

474 474 Nicor 1,509 5.1 

475 ■ Great American Mgmt 1,505 70.5 

476 ■ Integrated Resources 1,500 35.1 

477 ■ Loral 1,493 20.1 

478 ■ National Service 1,481 8.1 

479 493 Sundstrand 1.477 8.2 

480 462 Murphy Oil 1,474 0.0 

481 Sun Microsystems 1,462 93.3 

482 NWNL 1,450 11.1 

483 Rose's Stores 1,439 7.7 

484 E-Systems 1,439 17.3 

485 487 Tektronix 1,431 3.0 

486 Tandem Computers 1,425 32.0 

487 Beneficial Corp 1.418 14.5 

488 Bowater 1,410 14.6 

489 Golden West Finl 1,410 11.3 

490 Norton 1,410 11.8 

491 EG&G 1,406 13.8 

492 Southeast Banking 1,405 20.7 

493 478 Goldome 1,405 -1.4 

494 Spiegel 1,402 31.6 
495 Esselte Business Sys 1,401 12.8 

496 KeyCorp 1,394 27.8 

497 481 Sonat 1,392 -1.8 
498 Columbia Pictures 1,387 30.1 

499 Echlin 1,386 16.4 
500 495 Cincinnati G&E 1,386 2.1 

FONWATS 

ButThe Right One Saves\bu More. 
sts and one low monthly fee that covers every        So, if you really want to lower your business' Call 1-800-877-2000 and talk with the best. 
ice in the same area code. phone bill, don't call the phone company. 
All while giving you the fiber optic sound Get better savings, better sound quality and 

ality preferred by 9 out of 10 business people 
;erAT&T. 

more features with Dial 1 WATS from the F0N 
company, US Sprint. 

US Sprint 
Talk With The Best: 
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The Forbes Profits 500 

Sparked by the recovery of 
large banks, the net income of I 
the 500 largest American firms | 
grew 19.9%, to $186.7 billion. 

THE TOTAL net in- 
come of the 500 
largest firms rose 
from $155.7 bil- 

lion in 1987 to $186.7 bil- 
lion last year. 

Having taken large 
writeoffs on loans to de- 
veloping countries in 
1987, several big banks are 
back on the Forbes Profits 
500. Among the returnees: 
Citicorp, with rank 12; 
Chase Manhattan, 31; 
Chemical Banking, 57; and 
Bankers Trust, 68. Col- 
gate-Palmolive earned $318 million in 1988, restoring it to 
the Profits list after a year of restructuring. 

With net income of $5.5 billion, a 4.4% increase over 
last year, IBM remains in first place. Ranked 500th is 
American Medical International, with earnings of $76.5 
million. A year ago the last firm earned $63.4 million. 

Profits fell 54.6%  for Goodyear Tire & Rubber and 

Rank 
1988       1987 Company 

Net 
profits 
iSmill 

Change 
over 
1987 

% 

Cash 
flow 

[Mlllll 

Cash 
flow 
rank 
1988 

1 1 IBM 5,491.0 44 10,255 2 

2 3 Ford Motor 5,300.2 14.6 9,093 4 

3 2 Exxon 5,260.0 8.7 10,050 3 

4 4 General Motors 4,632.1 30.4 11,970 1 

5 5 General Electric 3,386.0 59.8 5,652 5 

6 17 Dow Chemical 2.410.0 93.6 3,343 16 

7 8 EI du Pont de Nemours 2,190.0 22.6 4,406 7 

8 16 Mobil 2,0870 54.8 4,770 6 

9 7 Philip Morris Cos 2,064.0 12 1 2,843 21 

10 11 Amoco 2,063.0 51.7 4,381 8 

85.3% for Hercules. But 
both companies had boost- 
ed their 1987 earnings j 
with large gains from dis- 
continued operations. (In \ 
determining net income 
FORBES includes gains 
from discontinued opera- 
tions but excludes extraor- 
dinary gains or losses.) 
Profits at Phillips Petro- 
leum rose from $35 mil- 
lion to $650 million as the 
firm continued to work its 
way out of the 1984 re- 
structuring that was done 

to thwart T. Boone Pickens. Last year Phillips paid off $658 
million in long-term debt and was also helped by strong 
demand for refined products and chemicals. 

Among the Profits 500 drop-offs is AT&T. The company 
deducted $6.7 billion from its operating income to write 
off obsolete assets and ended the year with a deficit. On a 
cash flow basis, however, AT&T would be ranked 26th. 

Winners 
The leaders in profit rebounds 

Rank 
1988       1987 (Ompany 

Net profits 
1988              1987 

[Smil] 

68 ■ Bankers Trust NY 647.7                 1.2 

462 ■ Grumman 86.5                 0.7 

72 ■ Security Pacific 638 9               15 7 

67 ■ Phillips Petroleum 650.0             350 

159 ■ Bank of Boston 3223              197 

■ Not on ■ 

Losers 
The laggards in profit growth 

Rank 
1988        1987 

Net 
profits 

Company                              (Smil) 

Change 
over 
1987 

366             36 Hercules                                  120.4 -85.3% 

412           132 Travelers                               103.3 -72.4 

313             88 CSX                                       147.0 -66.0 

221             60 SmithKline Beckman          229.2 -59.8 

147             37 Goodyear                              350.1 -54.6 
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IIHHHHHHHHHHHHH 
Rank 

1988       1987 Company 

Net 
profits 
(Smil) 

Change 
over 
1987 

% 

Cash 
flow 

(Smil) 

Cash 
flow 
rank 
1988 

Rank 
1988       1987 Company 

Net 
profits 
(Smil) 

Change 
over 
1987 

% 

Cash 
flow 

(Smil) 

Cash 
flow 
rank 
1988 

11 26 Chevron 1,768.0 41.4 4,310 10 66 56 United Technologies 659.1 11.4 1,221 48 

12 ■ Citicorp 1,698.0 DP 2,397 23 67 ■ Phillips Petroleum 650.0 1757.1 1,518 33 

13 9 BellSouth 1,665.5 0.0 4,348 9 68 ■ Bankers Trust NY 647.7 NM 735 112 

14 19 Atlantic Richfield 1,583.0 29.3 3,436 14 69 65 McDonald's 645.9 17.6 1,029 72 

15 21 Eastman Kodak 1,397.0 18.6 2,580 22 70 57 Union Pacific 644.0 10.5 1,167 56 

16 18 Bell Atlantic 1,316.8 6.2 3,671 12 71 46 Texas Utilities 642.7 -5.5 907 90 

17 15 Nynex 1,315.0 3.0 3,469 13 72 ■ Security Pacific 638.9 NM 828 96 

18 ■ Texaco 1,304.0 DP 3,398 15 73 246 Norfolk Southern 635.1 268.4 947 84 

19 20 Ameritech 1,237.4 4.1 2,995 18 74 71 American Electric 626.8 24.8 1,113 60 

20 22 GTE 1,224.7 9.5 3,784 11 75 92 Lockheed 624.0 48.2 999 75 

21 29 American Intl Group 1,217.0 16.8 1,217 49 76 125 Caterpillar 616.0 93.1 1,050 67 

22 14 Digital Equipment 1,209.1 -5.9 1,817 28 77 76 Boeing 614.0 27.9 1,155 57 

23 32 Merck 1,206.8 33.1 1,412 38 78 64 Consolidated Edison 599.3 8.9 907 91 

24 28 Pacific Telesis 1,188.0 25.1 3,033 17 79 86 Monsanto 591.0 35.6 1,294 46 

25 30 Minn Mining & Mfg 1,154.0 25.7 1,829 27 80 68 American Brands 580.0 11.0 792 99 

26 80 CBS 1,153.0 154.6 1,210 51 81 79 Walt Disney 569.9 25.2 919 87 

27 27 US West 1,131.7 12.6 2,892 20 82 66 Philadelphia Elec 566.0 4.3 811 97 

28 75 Procter & Gamble 1,128.0 134.5 1,862 26 83 81 Weyerhaeuser 564.4 26.4 980 80 

29 117 UAL 1,124.3 235.5 1,643 31 84 ■ BankAmerica 547.0 DP 760 104 

30 25 Southwestern Bell 1,060.1 1.2 2,905 19 85 74 Emerson Electric 540.7 11.0 769 101 

31 ■ Chase Manhattan 1,058.9 DP 1,352 43 86 84 May Dept Stores 534.0 20.3 864 95 

32 12 Chrysler 1,050.2 -18.6 2,207 24 87 69 Pub Svc Enterprise 528.6 1.6 1,088 61 

33 31 Coca-Cola 1,044.7 14.0 1,214 50 88 ■ First Chicago 513.1 DP 635 125 

34 67 American Express 1,038.5 94.8 1,039 69 89 ■ United Telecom 508.9 DP 1,416 37 

35 431 JP Morgan & Co 1,001.8 NM 1,138 58 90 105 Federal Natl Mortgage 506.7 34.8 507 162 

36 33 lohnson & Johnson 974.0 16.9 1,365 42 90 164 General Mills 506.7 91.7 656 124 

37 35 American Home Prods 932.2 10.3 1,074 64 92 98 Dun & Bradstreet 499.0 27.0 752 106 

38 10 Sears, Roebuck 909.5 -44.3 1,505 35 93 82 Raytheon 489.6 10.0 749 107 

39 43 Loews 908.5 30.5 999 74 94 ■ Wells Fargo 486.7 NM 629 126 

40 184 Alcoa 861.4 284.6 1,507 34 95 209 Reynolds Metals 482.0 140.2 666 122 

41 63 Southern Company 846.0 52.6 1,685 30 96 97 Kellogg 480.4 21.3 620 128 

42 50 Wal-Mart Stores 837.2 33.4 1,038 70 97 73 General Re 480.0 -3.8 481 174 

43 42 Hewlett-Packard 830.0 17.4 1,210 52 98 214 AMR 476.8 140.3 1,030 71 

44 41 Bristol-Myers 829.0 16.8 957 82 99 40 Cigna 472.2 -34.3 472 180 

45 38 Westinghouse 8228 -8.6 1,170 55 100 104 PPG Industries 467.6 24.0 761 103 

46 ■ Tenneco 822.0 DP 1,330 44 101 78 Georgia-Pacific 467.0 2.0 917 88 

47 24 ITT 817.0 -20.8 1,317 45 102 122 Waste Management 464.2 41.9 766 102 

48 52 JC Penney 807.0 32.7 1,065 65 103 99 Merrill Lynch 463.2 24.5 728 113 

49 44 K mart 802.9 16.0 1,240 47 104 54 Allied-Signal 463.0 -22.4 879 94 

50 45 Pfizer 791.3 14.6 986 77 105 110 Ralston Purina 458.1 27.3 673 121 

51 47 Rockwell Intl 779.0 14.8 1,382 40 106 101 Champion Intl 456.4 19.5 716 117 

52 55 PepsiCo 762.2 28.1 1,392 39 107 244 Intel 452.9 82.6 664 123 

53 39 SCEcorp 761.8 13.6 1,565 32 108 72 Duke Power 448.1 -10.4 1,081 62 

54 48 Eli Lilly 761.0 18.2 965 81 109 96 FPL Group 447.8 11.1 1,064 66 

55 201 USX 756.0 267.0 2,125 25 110 ■ PacifiCorp 446.7 8.7 949 83 

56 95 International Paper 754.0 85.3 1,200 53 111 130 Motorola 445.0 44.5 988 76 

57 ■ Chemical Banking 753.6 DP 914 89 112 203 PNC Financial 442.7 116.1 511 160 

58 49 ' Abbott Laboratories 752.0 18.9 1,023 73 113 61 American General 442.0 -18.1 442 193 

59 ■ Manufacturers Hanover 752.0 DP 883 93 114 93 NCR 439.3 4.8 736 111 

60 445 AMAX 740.9 NM 938 85 115 89 Dominion Resources 438.4 1.8 936 86 

61 23 Commonwealth Ed 737.5 -32.1 1,694 29 116 111 Squibb 425.5 18.7 483 173 

62 51 Anheuser-Busch Cos 715.9 16.5 1,075 63 117 102 HJ Heinz 424.7 12.2 565 141 

63 34 Aetna Life & Cas 698.9 -19.8 780 100 118 136 Warner Commun 423.2 41.9 606 131 

64 58 Unisys 680.6 17.8 1,373 41 119 87 Houston Industries 421.9 -6.3 737 110 

65 176 Union Carbide 662.0 185.3 1,135 59 120 282 Phelps Dodge 420.2 179.1 537 148 

■    Not on 500 ist in 1987.    D-P: Deficit to profit.    NM Not meaningful 
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Astra vs the BAe 800. 

The incredibly advanced Astra 
saves you more time 

...every time. 



And we'll prove it. 
^ he decision to purchase a business 

jet is based on the ability of the 
[  aircraft to save time for you and 

your executives. That's the real bottom 
line. And in the midsize jet category, 
the one aircraft with the technology to 
save you more time is the incredibly 
advanced Astra. 

Astra's long-range 
short-field wing 

The advanced double-swept wing that 
helps Astra achieve its time-saving cruise 
speeds and longer range also holds the 
secret of its ability to utilize shorter run- 
ways that the BAe and others would 

First and foremost. Astra is the fastest   often have to pass by. Lighter, yet 
jet in its class, both in straight-line speed   stronger than conventional wings, it 
and in its ability to climb to cruising alti-    incorporates unique leading-edge slats 
tude on 
equivalent 
missions. Its 
superior 
range allows 
you to fly 
more non- 
stop flights. 
And its excel- 
lent short- 
field perfor- 
mance con- 

COMPARATIVE TAKEOFF DISTANCES 
MISSION 

Nautical Miles 

ASTRA 

Runway (Ft) 

2,875 

3,105 
3,460 

  
Runway (Ft) 

3,550 

3,600 
3,800 

Runway peformance figur; sions under standard 
conditions with 4 passengers and NBAA IFR fuel reserves. 

sistently gets you closer to those out-of- 
the-way business destinations. By 
comparison, the BAe 800 just doesn't 
measure up! 

Worldwide domination 
at Mach .80 

Astra can fly non-stop not only from 
New York City to Los Angeles, but also 
from Perth. Australia to Kuala Lumpur. 
Malaysia and from Rome. Italy to Abidjan. 
Ivory Coast. All at a cruise of Mach .80 or 

(not found on 
the BAe or any 
other jet in its 
class) that 
allow for 
shorter 
takeoff dis- 
tances and 
slower, safer 
takeoff and 
landing 
speeds. 

Astra is a supremely well equipped 
airplane, with many standard features 
—including thrust reversers—that are 
extra-cost options on the BAe 800. Yet 
surprisingly, Astra is priced at $2 million 
less!** Its unequalled combination of high 
speed, long range and superior short- 
field performance make Astra the over- 
whelming leader in its class when it 
comes to saving you time. 

That's leadership...by design. 
For more information, please call 

above, and all in under six hours.* The BAe   our President. Roy Bergstrom at (609) 
800's maximum operating speed is .80. 
and when pushed close to this speed it 
cannot make any of the above flights non- 
stop. In fact. Astra has a range of 3.150 
miles at Mach .80, while the BAe 800 
range drops to 2,540 miles when it is 
forced to cruise near its redline. 

In addition, Astra climbs 1,000 feet per 
minute faster and has a certified operat- 
ing ceiling of 45.000 feet, versus 41.000 
for the BAe.** So Astra reaches 
its optimum cruising altitude much faster 
and flies higher over turbulent weather. 

•Performance figures based on 4 passengers. 
ISA conditions, and 85% probability of winds. 

•Source: 1988 Business & Commercial Aviation 
Planning and Purchasing Handbook, revised. 

987-1125. Or send us the coupon below, 
and make us prove it to you! 

Roy E. Bergstrom, President 
ASTRA JET CORPORATION 
4 Independence Way 
Princeton, NJ 08540 
Prove to me that Astra can save me time! 
D Please send me complete information 
□ Contact me to arrange a demonstration 

NAME TITLE 

COMPANY 

ADDRESS 

CITY STATE ZIP 

I'M CURRENTLY FLYING A 

Leadership... by design 



The Forbes Profits 500 

Rank 
1988  1987 

121 

122 

123 

124 

125 

126 

127 

128 

129 

130 

131 

132 

133 

134 

135 

136 

137 

138 

139 

140 

141 

142 

143 

144 

145 

146 

147 

148 

149 

150 

151 

152 

153 

154 

155 

156 

157 

158 

159 

160 

161 

162 

163 

164 

165 

166 
167 

168 

169 

ro 
171 

173 

174 

175 

Company 

Net 
profits 
l$mil) 

Change 
over 
1987 

% 

Cash 
flow 

($mil) 

145 

90 Middle South Utils        411.0      15.3 

174 Scott Paper        400.9     71.5 

173 Berkshire Hathaway        399.3     70.2 

178 

103 Teledyne        391.8       3.9 

365 Bethlehem Steel 391.6   276.9 

127 

113 Gulf & Western 

120 Baxter International 388.0      17.2 

Xerox 387.9   -32.9 

146 

160 Quantum Chemical        382.7     52.1 

85 General Dynamics        379 0   -13.3 

123 Kimberly-Clark        378.6      16.4 

138 Sara Lee 376.9     25.6 

170 Himont 375.0     65.3 

157 Texas Instruments 366.3      14.0 

124 Gannett 364.5      14.1 

119 Archer-Daniels 364.4      10.0 

121 Chubb 359.6 9.0 

424       MCI Communications 356.0   356.4 

142 Melville J54.5      24.2 

Upjohn        353.4      15.9 

190 Mead 352.7      61.6 

126 St Paul Cos 352.6      10.6 

37 Goodyear        350.1    -54.6 

128 McDonnell Douglas        350.0      11.8 

91 Transamerica 3464   -18.9 

Delta Air Lines U4 S      48.1 

263 Stone Container 341.8    111.9 

210 Gt Northern Nekoosa 341.7      70.3 

137 Warner-Lambert 340.3      15.0 

196 Banc One 340.2     62.9 

228 Fleet/Norstar Finl 335.8     81.5 

133 Pennsylvania P&L        332.0 9.8 

152 Times Mirror 331.9      24.5 

107 Central & So West 324.0   -12 9 

Bank of Boston 322.3      NM 

139 Tandy 321.3      10.9 

179 Martin Marietta J 19.8 
165 AMP .319 1 

Colgate-Palmolive        317.8   488.3 

Continental Bank 315 8      DP 

231 Occidental Petroleum 313 0      7(1 1 

150 Borden 3119      16.K 

166 Freeport-McMoRan        310.1      J 4 7 

144 SunTrust Banks 9.2 

Consolidated Rail 306.0      14.6 

Amerii .in Cvanamid W5 6       10.9 

Baltimore G&E        303.4        1.1 

172        148 Long Island Lighting        298.5      10.6 

143 First Union        296.9       4.9 

199 Union Cam L 295 1      42 3 

529 

1 N•'■        profli    \M Not meaningful 

Cash 
flow 
rank 
1988 

Apple Computer        419.3     49.6 504     164 

802      98 

684    120 

429    201 

Morgan Stanley        394.6     70.9 434     198 

494     170 

725     114 

Schering-Plough   389.8  23.2    499  167 

389.2  11.4   1,046  68 

723  115 

1,172  54 

Capital Cities/ABC   387.1  38.7    547  144 

528  155 

705  119 

566  138 

588  134 

419 203 

756  105 

542  146 

565  140 

380 219 

905  92 

442  194 

456  186 

553  143 

396 212 

707  118 

983  79 

539  147 

719  116 

490  171 

154 

196 

399 210 

446  191 

622  127 

529  153 

599  132 

is4 217 

,^9.^    213 

518  158 

478  177 

400 209 

347  237 

1,434   36 

4s^  172 

543  145 

J98 211 

577  136 

306  264 

SIX  165 

392 214 

404  208 

134 Marsh & McLennan Cos   296.3  -1.9    377 222 

496     169 

Rank 
1988       1987 Company 

Net 
profits 
($mil) 

Change 
over 
1987 

% 

Cash 
flow 

(Smil) 

Cas 
tlov 
rani 
198: 

176 222 Corning Glass Works 292.4 54.6 446 190 

177 118 Union Electric 291.6 -12.7 592 133 

178 234 Boise Cascade 289.1 58.0 477 179 

179 112 CPC International 289.1 -18.5 470 182 

180 163 Time Inc 289.0 15.6 511 159 

181 189 Masco 288.3 31.8 363 230 

182 162 FW Woolworth 288.0 14.7 460 185 

183 183 Dayton Hudson 287.0 25.7 579 135 

184 156 General Public Utils 283.8 9.5 562 142 

185 306 Bank of New England 281.7 100.4 365 229 

186 300 Salomon 280.0 97.2 322 253 

187 ■ Contel 276.1 NM 744 108 

188 141 Textron 272.1 -5.8 477 178 

189 225 CMS Energy 271.6 10.3 534 151 

190 226 Washington Post 269.1 44.1 52^ 247 

191 l7? Safeco 268.6 6.2 307 263 

192 180 Gillette 268.5 16.8 410 206 

193 205 Toys "R" Us 268.0 31.4 323 252 

194 264 Deere 267.6 66.2 453 187 

195 168 TRW 260.6 7.2 610 130 

196 195 Quaker Oats 259.2 23.9 387 216 

197 155 Campbell Soup 258.8 -2.4 444 192 

198 314 Compaq Computer 255.2 87.3 304 266 

199 255 NCNB 252.5 51.3 334 242 

200 344 Inland Steel Inds 248.8 122.8 384 218 

201 193 Gt Western Financial 248.4 17.1 248 308 

202 109 Fireman's Fund 247.0 -17.9 263 293 . 

203 187 Household Intl 246.7 11.4 328 248 

204 172 Limited 245.1 4.2 388 215 

205 243 First Wachovia 244.3 38.3 297 271 

206 212 Pitney Bowes 243.4 22.0 410 207 

207 192 Sovran Financial 243.1 11.8 316 256 

208 269 Shawmut National 242.5 52.6 342 240 

209 215 James River Corp Va 239.8 22.5 479 175 

210 293 Ashland Oil 239.6 63.9 505 163 

211 242 Navistar Intl 236.5 29.2 289 274 

212 230 Browning-Ferris Inds 235.7 27.8 470 183    ' 

213 182 Northeast Utilities 233.9 2.1 441 195 

214 321 National City 233.2 80.3 283 27^ 

215 185 Marriott 232.0 411 433 199 

216 220 Humana 231.6 20.2 432 200   || 

217 154 USF&G 231.5 -12.7 265 290   (J 
218 219 Ethyl 231.0 19.5 333 243 

219 217 Rohm & Haas 230.1 180 358 233 

220 207 Eaton 230.0 14.3 355 234 

221 60 SmithKline Beckman 229.2 -59.8 450 188 

222 265 WR Grace 228.8 42.5 510 161 

223 206 Dow (ones 228.2 12.4 368 227 

224 ■ Sterling Chemicals 227.4 186.5 246 309 

225 261 \BD Bancorp 227.2 40.0 278 2S2 

226 340 Cincinnati G&E 2269 99.1 316 255 

227 216 Barnett Banks 226.4 19.9 311 261 

228 236 Student Loan 225.1 24.3 225 329 

229 245 Cooper Industries 224.4 29.1 379 220 

230 186 Kemper 2238 -11.0 224 331 
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THE BMW 52Si IS SLOWER, LESS 
ROOMY AND COSTS W.000 MORE. 

MAYBE ITS THE NEW MATH. 
INTRODUCING 

HIE 7HO GLE 16-VALVE. 
It didn't seem odd to our engineers 

hat the new Volvo 740 GLE 16-valve 
Hitperformed the BMW 525i from 

13-55 mph* After all, the 153 horse- 
x)wer, twin-cam may be Volvos most 

j idvanced engine to date. 
It certainry\vasn't peculiar to our 

designers that the Volvo provides more 
front headroom and rear legroom With 
standard amenities such as heated seats, 
air conditioning and a power sunroof, the 
Volvo interior is designed to make your 
driving experience more pleasurable. 

And it didn't come as a surprise to 
Volvo enthusiasts that the 740 GLE 
16-valve comes equipped with safety 
features such as a driver's side Supple- 

mental Restraint System (unlike the 
BMW) and an anti-lock braking system 
(just like the BMW). 

What everyone agreed was bizarre, 
however, was the fact that the BMW 
costs an alarming $10,000 more! 

Test drive the new 740 GLE 16-valve. 
Because a Volvo, unlike many of today's 
sticker prices, makes all VOLVO 
the sense in the world. A car >ou can believe in. 

Independent tests for 1989 automatic transmission models.    ' 1989 manufacturers suggested retail prices. G 1989 VOLVO NORTH AMERICA CORPORATION 



MAN CANT WALK ON WATE 

*3 

While man may n< able to transcend the 
boundaries of earthly existence, there are ways lie can 
capture the experience. One oi which is to own and 
command a Brooke Yacht 

Engineered in England, its very soul is formed by 

the centuries-old heritage of shipbuilders, navigators, 
and sailors of Great Britain. 

Available from 100 to 300 feet in length, each ont 
possesses design so timeless and craftsmanship so en- 
during, it stands as a monument to a man's achievement 

II 



R $12 MILLION HE CAN COME FAIRLY CLOSE. 

Direct all inquiries to Mark Hilpern, the Brooke 
:hts' representative in New York, at 212-980-0055- 

The cost is admittedly substantial. But then again, 
is the satisfaction of commanding one of the finest 

jchts in the world. © 1989 BROOKE YACHTS 
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Rank 
1988       1987 Company 

Net 
profits 
($mil) 

Change 
over 
1987 

% 

Cash 
flow 

($mil) 

Cash 
flow 
rank 
1988 

Rank 
1988       1987 Company 

Net 
profits 
($mil) 

Change 
over 
1987 

% 

Cash 
flow 

($mil) 

Cash 
flow 
rank 
1988 

231 262 Midlantic 222.9 38.0 261 297 286 383 Texas Eastern 166.9 73.8 427 202 

232 161 Pacific Enterprises 222.0 -11.6 533 152 287 414 Alco Standard 166.3 88.9 215 338 

233 239 Air Prods & Chems 219.5 22.2 478 176 288 315 Becton Dickinson 165.1 21.6 279 280 

234 94 Ohio Edison 218.9 ^7.0 526 156 289 218 USAir Group 165.0 -15.2 417 205 

,   235 202 No States Power 214.8 48 497 168 290 313 MCA 164.9 20.2 985 78 

236 288 Hershey Foods 213.9 44.4 266 288 291 483 Aristech Chemical 164.5 136.0 197 367 

237 301 Amdahl 213.8 50.6 326 250 292 439 Bowater 164.3 102.5 262 296 

238 367 Bank of New York 213.0 106.0 272 284 293 283 Armstrong World Inds 162.7 8.2 272 285 

239 267 Westvaco 211.4 28.7 355 235 294 324 Albertson's 162.5 29.6 251 306 

240 ■ Norwest 211.2 DP 263 294 295 297 Dana 162.2 28.4 326 251 

241 198 Potomac Electric 211.1 1.4 332 244 296 317 USTInc 162.2 23.9 180 390 

242 304 Tribune 210.4 48.7 327 249 297 ■ Primerica 161.8 NM 162 410 

243 249 Federal Express 210.1 22.9 535 150 298 355 Ingersoll-Rand 161.6 49.7 238 314 

244 159 Whitman 209.8 -16.6 312 260 299 328 Willamette Inds 161.1 32.8 257 301 

245 ■ Niagara Mohawk Power 208.8 261.4 447 189 300 278 Morton Thiokol 159.7 4.7 264 291 

246 197 Asarco 207.2 -19.2 266 287 301 277 Maytag 158.6 3.8 193 374 

247 108 Burlington Northern 207.2 15.8 567 137 302 341 Coastal Corp 157.4 39.2 469 184 

248 270 Citizens & Southern 206.3 30.6 279 281 303 291 Cray Research 156.6 6.5 240 313 

249 191 RR Donnelley & Sons 205.3 -5.9 367 228 304 274 Knight-Ridder 156.4 0.8 251 305 

250 200 Allegheny Power 205 1 -0.9 371 224 305 140 Illinois Power 155.4 -46.3 349 236 

251 241 First Executive 204.5 15.0 205 351 306 309 So N England Telecom 155.4 11.2 370 225 

252 211 HF Ahmanson 202.8 -4.9 300 268 307 307 GlenFed 153.7 27.5 209 344 

253 318 Bear Stearns Cos 199.2 118.9 199 360 308 412 Coca-Cola Enterprises 152.6 72.7 378 221 

254 305 Temple-Inland 199.2 40.9 314 257 309 ■ Signet Banking 152.5 NM 179 391 

255 188 Owens-Corning 197.0 -105 314 2S.S 310 434 National Medical 152.4 86.3 301 267 

256 115 Carolina Power & Lt 196.8 -43.6 537 149 311 393 Microsoft 151.4 62.9 171 394 

257 276 Carnival Cruise Lines 196.4 28.5 224 330 312 385 Consolidated Papers 149.9 56.5 195 369 

258 400 Georgia Gulf 1936 111.0 209 341 313 88 CSX 147.0 -66.0 614 129 

259 252 Brunswick 193 1 14.4 341 241 314 171 Lincoln National 146.7 -38.1 184 384 

2(.(l 447 BF Goodrich 1930 143 7 289 275 315 343 Dover 145.8 305 220 335 

261 227 Consol Natural Gas 192.9 37 435 197 316 399 Jefferson Smurfit 144.5 57.1 181 388 

262 248 Capital Holding 189.9 6.3 213 339 317 319 Mercantile Stores 144.5 11.5 192 375 

263 240 San Diego G&E 189.4 5.7 362 231 318 286 Deluxe Corp 143.4 -3.5 203 353 

264 259 Geico 189.0 6.3 199 359 319 464 Federal Paper Board 143.3 93.7 202 356 

265 257 McGraw-Hill 185.5 126 252 304 320 446 Computer Associates 142 4 79.7 213 340 

266 251 Wisconsin Energy 183.2 8.1 313 259 321 354 Brown-Forman 142.2 31.6 173 393 

267 287 Genuine Parts 181.4 22.3 206 349 322 358 Illinois Tool Works 140.0 31.9 202 355 

268 325 Marion Laboratories 181.0 44.6 209 343 323 ■ NIKE 139.8 135.5 155 422 

269 208 Torchmark 180.1 -10.4 197 366 324 329 Clorox 138.5 14.5 184 382 

270 223 Florida Progress 179 8 -4 3 370 226 52S 279 Golden West Finl 138.3 -10.1 164 404 

271 ■ •; Aon 179.5 15.0 232 320 326 339 Oklahoma G&E 137.8 20.9 236 317 

272 260 CoreStates Financial 179.5 10.6 230 323 327 280 Duquesne Light 137.4 -9.2 291 273 

273 ■ Wheeling-Pittsburgh 178.8 243.0 230 322 328 256 Reebok International 137.0 -17.1 160 412 

274 ■ Pennwalt 178.7 240.7 233 318 329 333 Vulcan Materials 136.0 17.0 222 334 

275 116 Newmont Mining 178.4 ■47.2 219 337 330 426 Dresser Industries 135.7 60.8 232 321 

276 ; Automatic Data 178.2 190 296 272 331 326 Louisiana-Pacific 135.2 13.8 280 278 

277 Paccar 175.8 56.3 226 328 332 331 Alexander & Baldwin 135.1 12.3 183 385 

278 VF 173.7 -3.4 263 295 333 368 NWA 135.1 31.1 471 181 

279 281 Litton Industries 172.8 14.4 372 223 334 350 Walgreen 135.0 23.7 195 370 

280 ConAgra 171.7 65 263 292 335 254 CalFed 134.8 -192 253 303 

281 ■ NY State E&G 171.5 227.6 306 265 335 388 UNUM Corp 134.8 42.2 142 437 

282 285 MNC Financial 170.2 14.4 209 342 337 224 Ryder System 134.7 -28.0 738 109 

283 ■ Cyprus Minerals 170.0 NM 243 310 338 432 American Petrofina 132.9 59.6 318 254 

1   284 ■ Republic New York 169.7 413.5 206 350 339 438 Lubrizol 131.2 61.3 182 387 

285 >u<< New York Times 167.7 4.6 258 tun 340 308 Hilton Hotels 130.9 -6.4 195 371 

■    N. i on sou list in 1987    DP Deficit to profit   NM Noi meaningful 
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348 
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350 
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357 
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359 

360 

361 
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365 

366 

367 

368 

370 

371 

372 

373 

374 

375 

376 

377 

378 

379 

380 

381 

382 

383 

384 

385 

386 
387 

38S 

389 

390 

391 

392 

393 

394 

395 

448 

352 

221 

322 

392 

356 

337 

330 

469 

366 

357 

272 

204 

362 

298 

407 

181 

376 

394 

473 

320 

348 

36 

345 

441 

349 

169 

450 

336 

295 

370 

401 

411 

462 

310 

421 

416 

379 

474 

373 

V38 

403 

395 

Company 

Change Cash 
Net  over Cash flow 

profits  1987 flow rank 
(Smil)   % (Smil) 1988 

Enron 130.2  D-P 

Rexene 129.6  66.1 

Super Valu Stores   129.5  19.2 

FMC 129.2 -32.4 

Tucson Electric 128.9     -4.7 

Cincinnati Financial 128.7     38.2 

Intl Flavors &. Frags        128.7     20.2 

Winn-Dixie Stores 128.3      12.0 

Puget Sound P&.L        128.2       6.5 

Ohio Casualty        128.0     63.0 

Great A&P Tea 127.6     23.3 

Emhart 126.6      18.9 

Centel 126.3   -19.6 

USG 125.4   -38.6 

Alltel 125.0      19.8 

Public Service Colo 125.0   -13.0 

DPL 124.7     39.3 

Amerada Hess 124.2   -46.0 

IMC Fertilizer Group 124 0    113.1 

US Bancorp 123.9     24.4 

Vista Chemical 123.8   491.7 

Nordstrom 123.3     33.0 

Premark Intl 121.2     69.5 

Scana 120.7     -6.3 

TECO Energy 120 6 9.0 

Hercules 120.4   -85.3 

Hanover Insurance 119.9 7.4 

KeyCorp 119.9     49.9 

369        346        Columbia Gas System 119.0 6.9 

Square D 118.9 8.1 

Gulf States Utils 117.5   -51.3 

Arkla 117.3    185.8 

Holiday 117.2 2.1 

Mapco 117.1     104.6 

I'SI Holdings 116.6   -19.7 

United Jersey Banks        116.1      34.0 

Dillard Dept Stores        113.8     24.8 

Snap-on Tools 113.3     27.9 

Consol Freightways 113.2     51.7 

Interco 112.7   -19.2 

Food Lion 112.5     31.2 

Potlatch 112.4     28.2 

Castle & Cooke 112.3      15.2 

Comerica 112.0     56.8 

HomeFed 111.3      11.0 

Liz Claiborne 110.3     -3.6 

Kerr-McGee 110.0     31.0 

Firstar 109.9      DP 

\ucor 109.4    116.6 

L!ninn Texas Petrol 109.3      95.4 

.Northern Trust 109.3      DP 

American Family 108.9 6.7 

WW Grainier 108.8      20.2 

Allegheny Ludhun 108.6    135.0 

Parker-Hannifin 108.4      18.2 

519     157 

137 

128 

\.u wo 500 list in 191 meaningful 

150 429 

243 311 

329 246 

173 392 

136 444 

151 427 

270 286 

226 327 

136 446 

286 276 

219 336 

307 262 

208 346 

280 279 

241 312 

186 380 

566  139 

207 348 

156 421 

159 416 

184 383 

197 365 

233 319 

227 326 

265 289 

120 471 

158 417 

332 245 

183 386 

342 239 

253 302 

249 307 

188 377 

208 347 

133 450 

187 378 

132  453 

229 324 

170 396 

162 409 

185 381 

153 424 

132 452 

141  438 

123 463 

418  204 

133  449 

166 402 

259 298 

137 443 

109 481 

442 

457 

198 362 

Rank 
1988       1987 Company 

Net 
profits 
(Smil) 

Change 
over 
1987 

% 

Cash 
flow 

(Smil) 

Cash 
flow 
rank 
1988 

396 406 Progressive 108.1 20.4 121 469 

397 436 Price Co 107.2 24.8 124 462 

398 428 Nicor 106.1 26.7 223 333 

399 440 Nalco Chemical 106.0 32.0 153 425 

400 364 Kansas City P&L 105.7 1.6 202 354 

401 299 Beneficial Corp 105.0 -25.4 149 433 

402 363 Southwestern Pub Svc 104.9 0.8 160 415 

403 374 CrossLand Savings FSB 104.8 8.7 149 432 

404 381 Johnson Controls 104.6 8.3 229 325 

405 497 Black & Decker 104.3 62.3 198 364 

400 390 Northrop 104.2 10.6 345 238 

407 435 General Cinema 104.2 27.7 180 389 

408 ■ Ameritrust 103.5 DP 103 487 

409 418 Stanley Works 103.5 19.4 167 400 

410 493 Nipsco Industries 103.4 ^9.2 258 299 

411 ■ Perm Central 103.4 185.6 139 440 

412 132 Travelers 103.3 -72.4 187 379 

413 ■ Great Lakes Chemical 103.3 86.0 136 447 

414 405 Raychem 102.8 14.5 169 399 

415 ■ First Interstate Bncp 102.4 DP 277 283 

416 371 Tandem Computers 102.1 -0.1 198 363 

417 250 Argonaut Group 101.8 ^10.4 102 490 

418 359 Armco 101.3 -3.9 192 376 

419 289 lefferson-Pilot 101.2 -31.5 117 473 

420 382 Sherwin-Williams 101.1 4.7 140 439 

421 402 Society 100.1 10.0 122 468 

422 425 Rubbermaid 99.3 17.5 147 436 

423 490 Longview Fibre 99.2 46.9 134 448 

424 408 Ipalco Enterprises 99.0 10.9 171 395 

425 275 American Stores 98.3 -36.3 359 232 

426 453 Olin 98.0 25.6 98 492 

426 404 Williams Cos 98.0 8.5 224 332 

428 500 Giant Food 98.0 29.6 160 414 

429 422 Bausch & Lomb 97.9 14.7 139 441 

430 409 McKesson 97.7 10.1 157 420 

431 454 Portland General 97.3 24.8 200 358 

432 491 Sysco 96.8 44.1 157 419 

433 ■ Sonoco Products 96.3 56.6 165 403 

434 ■ Manufacturers Natl 96.3 NM 113 476 

435 ■ Comdisco 96.0 221.4 502 166 

436 258 Manville 96.0 -41.5 194 373 

437 316 Rite Aid 95.3 -28.7 169 397 

438 429 Medtronic 95.0 13.6 128 458 

439 ■ CNW 94.2 214.0 148 435 

440 397 American Natl Ins 94.2 2.3 104 486 

441 235 Whirlpool 94.1 -48.0 237 316 

442 471 Lafarge 93.5 30.3 160 413 

44} 413 Crown Cork & Seal 93.4 5.8 151 428 

444 ■ Greyhound 93.3 198.0 194 372 

445 465 Michigan National 93.2 26.0 127 459 

446 ■ Fuqua Industries 92.7 47.2 120 470 

447 433 State Street Boston 92.3 11.1 110 480 

448 463 MB1A 92.0 23.8 96 494 

449 391 Provident Life & Ace 91.1 -3 1 125 461 

450 384 Dreyfus 90.9 -5.1 94 495 
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Rank 
1988       1987 Company 

Net 
profits 
($mil) 

Change 
over 
1987 

% 

Cash 
flow 

($mil) 

Cash 
flow 
rank 
1988 

Rank 
1988       1987 Company 

Net 
profits 
iS.mil] 

Change 
over 
1987 

% 

Cash 
flow 

iSmil] 

Cash 
flow 
rank 
1988 

451 449 National Service 90.2 10.9 122 466 476 479 Tyson Foods 83.5 19.2 155 423 

452 468 H&R Block 90.2 23.9 117 474 477 ■ MA Hanna 83.2 129.4 117 475 

453 ■ Sun Microsystems 89.6 82.9 167 401 478 476 Dominion Bankshares 83.0 17.7 107 484 

454 451 First of America Bank 88.8 13.5 112 478 479 458 Weis Markets 82.6 8.7 102 489 

455 487 BayBanks 88.5 27.6 113 477 480 ■ Peoples Energy 82.6 43.9 130 456 

456 481 Intergraph 88.0 25.9 122 465 481 ■ PH Glatfelter 82.2 49.4 105 485 

457 459 Trinova 87.8 16.9 148 434 482 417 LIN Broadcasting 82.1 -6.1 96 493 

458 ■ Huntington Bcshs 87.6 83.1 107 483 483 398 Intl Minerals & Chem 82.1 -10.8 152 426 

459 247 Home Group 87.5 -49.2 88 500 483 ■ Masco Industries 82.1 81.5 163 406 

460 478 Wm Wrigley Jr 87.2 24.4 110 479 485 ■ Tyco Laboratories 82.0 136.4 125 460 

461 ■ Crestar Financial 86.7 52.8 119 472 486 448 American President 81.3 2.8 169 398 

462 ■ Grumman 86.5 NM 200 357 487 ■ Valhi 80.6 344.2 197 368 

463 477 Central 111 Pub Svc 86.2 22.7 149 431 488 ■ Pioneer Hi-Bred Intl 80.6 79.4 130 455 

464 444 Meridian Bancorp 86.1 8.2 107 482 489 ■ Roadway Services 80.2 58.9 204 352 

465 455 Tambrands 85.3 11.3 99 491 490 ■ AmSouth Bancorp 79.8 32.5 94 496 

466 485 Loral 85.2 22.5 161 411 491 410 Kansas Power & Light 79.8 -10.0 150 430 

467 ■ Norton 85.2 38.3 133 451 492 467 Kentucky Utilities 79.3 7.7 131 454 

468 457 Louisville G&E 85.0 11.7 136 445 493 ■ CR Bard 78.7 26.4 102 488 

469 442 Delmarva Power & Lt 84.7 6.2 163 408 494 387 United Illuminating 78.6 NM 122 466 

470 361 Sonat 84.7 -19.4 237 315 495 ■ Avery International 77.7 123.7 123 464 

471 ■ Halliburton 84.6 75.9 297 269 496 378 Kansas Gas & Elec 77.2 6.7 158 418 

472 496 Cincinnati Bell 84.3 31.1 199 361 497 ■ Old Kent Financial 77.1 21.7 88 499 

473 ■ General Instrument 84.3 D-P 163 407 498 456 West Point-Pepperell 77.1 0.6 164 405 

474 377 Boston Edison 84.2 -13.8 208 345 499 ■ Home Depot 76.8 41.9 91 498 

475 ■ Fifth Third Bancorp 84.2 40.2 93 497 500 360 American Medical 76.5 -27.2 297 270 

■ Not on 500 list in 1987    D-P: Deficit to profit.    NM : Not meaningful. 



"Around the world or around tin 
country, well go as far as it take 
to prove our point about the 
Gulfstream IV." 

"Not long ago, we flew our 
Gulfstream IV around the world in 
record time. Not once, but twice. 

The first time, we went westbound 
from Paris and came back in about 
46.5 hours. The second time, we went 
eastbound from Houston and returned 
in a little over 36 hours. 

These two flights went far beyond 
what any other commercial or corpo- 
rate aircraft had ever done, and in most 
cases, could do at all. 

There's no doubt we proved that the 
Gulfstream IV is everything we say it 
is: unquestionably superior in range 
and speed; that its engines and systems 
are incredibly reliable; and that we 
have, in fact, designed and built a truly 
amazing airplane for use by the world's 
major corporations and governments. 

We like to think we also made a 
strong case for our position that the 
Gulfstream IV can handle almost 

by Allen E. Paulson 
Chairman and Chief Executive Officer 
Gulfstream Aerospace Corporation 

anything you ask of it. That maybe the 
Gulfstream IV could very well be all 
the business airplane you ever need 
to own. 

Certainly, a business jet that can fly 
non-stop from Hobby to Shannon 
ought to be able to make a trip from, 
say, Palwaukee to Dulles and back in a 
single day. In the case of the Gulfstream 
IV, it can add several other airports to 
an itinerary like that, and go the whole 
day without refueling. 

Those airports don't have to be major 
ones, either. The Gulfstream IV can 
get into and out of hundreds of places 
where you normally only find jets half 
its size. And that's not only because of 

As a pilot, Allen Paulson has an innate under- 
standing of aircraft design and performance. 
As an executive, his insights into successful 
corporate operations have made him an 
aerospace industry leader. 



ts performance, but also because it's a 
jood neighbor. 

Speaking of size, that's another 
eason the Gulfstream IV can do so 
nuch more than other business jets. 

The Gulfstream IV is a big airplane, 
)n purpose. It has a big, comfortable 
;abin that will hold a big payload of 
jassengers and baggage. (Remember, 
t can take more people more places 
aster than any other jet designed for 
executive travel.) 

It has big, reliable Rolls-Royce 
mgines that also power airliners. 

It has a big cockpit, with the biggest 
application of advanced flight systems 
;echnology in any business aircraft. 

Everything about the Gulfstream 
IV seems to instill big confidence. (In 

■ )ur experience, people seldom pass up 
:he opportunity to ride in it and pilots 
always want to fly one.) 

We can show you why that's true, 

Executives have always preferred the 
spaciousness of the Gulf stream-size cabin, 
in which custom-designed interiors can be 
engineered to provide optimum comfort on 
flights of any duration. 

and we can do it on an actual business 
trip you and your key executives have 
to make. 

If you need to go to five or six cities 
where commercial airline service is 
either token or forgotten, we'll show 
you-perhaps in a single day-how easy 
the Gulfstream IV makes it. 

If you need to go between cities 
separated by 5,000 miles or so, we'll 
show you why there's nothing quite 
like making the trip non-stop in a 
Gulfstream IV 

Call Robert H. Cooper, our Senior 
Vice President, Gulfstream Marketing, 
at (912) 964-3234, and discuss your 
requirements with him. One thing 
you'll learn is that we'll 
go as far as it takes to 
prove our point about     ^™ 
the Gulfstream IV" Gulfstream 

/lerospace 
A CHRYSLER COMPANY 

The Gulfstream IV. 
The pursuit of perfection. 



The Forbes Assets 500 

An accounting change helped 
total assets of the 500 largest cor- 
porations in America climb 
10%, to $6.6 trillion. 

AT FIRST BLUSH, the asset tab- 
ulation seems to prove that 
the big are getting bigger. 

I Total assets of the 500 
largest companies amounted to $6.6 
trillion at the end of 1988, a 10% rise 
from the year-earlier figure, consid- 
erably ahead of the 4.4% inflation 
rate. This in spite of the fact that 
some big piles of assets were re- 
moved in takeovers: RJR Nabisco's $16.9 billion left in a 
leveraged buyout of 97% of its stock in February, and 
Pillsbury's $4.2 billion moved over to Grand Metropolitan, 
not included below because it is a foreign firm. Kraft's $5.5 
billion in assets, on the other hand, were added to those of 
its new owner, Philip Morris, number 34. 

Much of that 10% gain, however, stems from Federal 
Accounting Standards Board ruling 94, which requires ma- 
jority-owned subsidiaries to be fully consolidated. Because 
of this accounting change General Motors and Ford, which 
first consolidated their finance subsidiaries in their 1988 
annual reports, arc now ranked second and third, respective- 

Rank 
1988 1987 Company 

Assets 
(Smil) 

Change 
over 
1987 

% 

1 Citicorp 207,666 2.1 

2          6 General Motors 163,820 0.9 

3        16 Ford Motor 143,150 23.7 

4          2 American Express 142,704 22.6 

5         3 Fedl Natl Mortgage 112,258 8.5 

ly. Consolidation accounted for al- 
most all of GM'S jump from $90.5 
billion to $163.8 billion in assets. 

Previous-year results have also 
been restated to reflect the new ac- 
counting standard. Even with re- 
statements Ford's assets rose 23.7% 
over 1987. In 1987 Ford's assets were 
70% of General Motors'; this figure 
has now climbed to 87%. 

The first 100 corporations listed below represent over 
60% of the total assets of the top 500 firms. With assets of 
$207.6 billion, Citicorp is in first place for the fifth consec- 
utive year. In 500th place is Kansas City Power &. Light, 
which lists $2.6 billion on its balance sheet. Last year it 
took $2.6 billion to get on the list. 

Lone Star Technologies, Kinder-Care and Hawaiian 
Electric all diversified into banking and qualified for the 
Assets 500 for the first time, UAL, parent company of 
United Air Lines, continued on its restructuring program 
and trimmed assets 18.5%—but that didn't hurt profits; 
see the table that begins on page 184. 

Winners 
The winners in asset growth 

198K 
Rank 

1987 Company 
Assets 
(Smil) 

Change 
over 
1987 

% 

43^ ■ Lone Star Technologies 3,267 378.7 
339 Primerica 14,435 235.2 

264 ■ kindir-Carc 5,984 208.3 
108 242 I nion Bjnk 15,010 147.6 
498 ■ Hawaiian Electric 2,683 1098 

■ No: i 

Losers 
The laggards in asset growth 

1988 
Rank 

1987 Company 
Assets 
(Smil) 

Change 
over 
1987 

% 

235 125 Santa Fe Southern 6,824 -42.0 

482 ■ Henley Group 2,833 -37.1 

187 117 Sun Company 8,616 -31.5 

254 136 Burlington Northern 6,330 -28.9 

416 310 Whitman 3,486 -28.4 
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Rank 
1988 1987 Company 

Assets 
($mil) 

Change 
over 
1987 

% 
Rank 

1988  1987 Company 
Assets 
($mil) 

Change 
over 
1987 

% 
Rank 

1988 1987 Company 
Assets 
Smil) 

Change 
over 
1987 

% 

6      26 General Electric 10,865 16.2 61 85 Banc One 25,274 34.9 116 119 Continental Corp 3,302 9.5 

7        4 Chase Manhattan 97,455 -1.7 62 61 GlenFed 25,025 6.1 117 110 CSX   1 3,026 -1.5 

8        5 BankAmerica 94,647 20 63 71 Bell Atlantic 24,729 5.0 118 146 Capital Holding 2,963 24.8 

9       10 Salomon 85,256 14.1 64 66 Republic New York 24,519 9.5 119 122 United Technologies 2,748 6.9 

10        9 JP Morgan & Co 83,923 11.3 65 51 First Bank System 24,248 -9.7 120 132 Columbia S&L Assn 2,744 13.4 

11       14 Aetna Life & Cas 81,415 7.4 66 59 NBD Bancorp 24,176 3.5 121 121 Coast S&L Assn 2,647 5.8 

12        8 Sears, Roebuck 77,952 3.9 67 103 Eastman Kodak 22,960 58.9 122 118 Boeing 2,608 0.3 

13       13 Security Pacific 77,870 6.9 68 72 Sovran Financial 22,484 5.9 123 126 Textron 2,554 9.6 

14       11 Exxon 74,293 0.3 69 82 US West 22,416 17.4 124 149 USF&G   1 2,361 21.9 

15       15 IBM 73,037 4.3 70 70 Southern Company 22,288 1.8 125 139 Imperial Corp of Am 2,263 12.8 

16         7 Chemical Banking 67,349 -13.9 71 80 First Wachovia 21,815 12.8 126 142 JC Penney 2,254 4.4 

17       12 Mfrs Hanover 66,710 -9.1 72 74 Norwest 21,750 4.8 127 138 Union Pacific 2,228 12.0 

18       18 Merrill Lynch 64,403 16.7 73 ■ National City 21,623 7.9 128 128 American Brands 2,201 7.9 

19      20 First Interstate Bncp 58,194 14.4 74 65 Atlantic Richfield 21,514 -6.0 129 ■ First City Bncp Texas 2,195 NA 

20       17 Bankers Trust NY 57,942 2.5 75 73 Pacific Telesis 21,191 -1.0 130 135 K mart 2,126 9.2 

21       19 Cigna 55,825 4.4 76 75 Citizens & Southern 21,098 3.2 131 144 Kemper 2,078 12.4 

22      21 Travelers 53,332 -0.6 77 68 Pacific G&E 21,068 -3.1 132 137 Dime Savings Bank 2,007 9.9 

23      78 Chrysler 48,562 13.6 78 89 Household Intl 21,032 25.6 133 120 Phillips Petroleum 1,968 -1.2 

24      62 Bank of New York 47,388 105.5 79 69 Southwestern Bell 20,985 -2.4 134 123 First Federal Mich 1,942 0.5 

25      23 Wells Fargo 46,617 5.5 80 87 Lincoln National 20,964 16.4 135 179 McDonnell Douglas 1,885 11.9 

26      22 First Chicago 44,432 0.5 81 91 Occidental Petroleum 20,74- 23.9 136 133 Philadelphia Elec 1,863 5.8 

27      25 ITT 41,941 9.5 82 76 Commonwealth Ed 20,196 -0.4 137 131 FPL Group 1,793 5.0 

28      35 PNC Financial 40,811 29.8 83 88 Midlantic 19,697 10.7 138 129 Valley National 1,766- 4.1 

29      39 Morgan Stanley 40,527 7.3 84 79 USX 19,474 -0.4 139 140 Pub Svc Enterprise 1,690 7.7 

30      37 HF Ahmanson 40,258 32.0 85 84 Ameritech 19,163 2.0 140 130 Centerior Energy 1,573 2.6 

31       24 Mobil 38,820 -3.6 86 77 MCorp 18,743 -13.4 141 153 Unisys 1,535 8.9 

32      38 Bear Stearns Cos 37,901 25.2 87 93 First Executive 18,225 11.1 142 ■ PacifiCorp 11,396 10.6 

33       47 American Intl Group 37,409 34.0 88 92 MNC Financial 18,015 8.1 143 183 Michigan National 11,306 33.3 

34      81 Philip Morris Cos 36,960 72.4 89 112 PaineWebber Group 17,934 38.4 144 141 Empire of America 1,281 4.0 

35      30 Bank of Boston 36,061 5.7 90 97 Gulf & Western 17,752 16.9 145 161 Fireman's Fund 1,190 6.3 

36      27 American Tel & Tel 35,152 -8.5 91 86 Tenneco 17,376 -6.1 146 151 Comerica 11,145 10.2 

37      29 Chevron 33,968 -1.4 92 83 Meritor Financial 17,172 -9.7 147 171 PepsiCo 1,135 23.4 

38      44 Gt Western Financial 32,815 15.1 93 105 HomeFed 17,009 20.6 148 145 Signet Banking 1,002 2.6 

39      40 Bank of New England 32,200 9.2 94 154 Westinghouse 16,937 11.5 149 150 United Jersey Banks 0,888 24.4 

40      36 Mellon Bank 31,153 2.1 95 116 Golden West Finl 16,721 30.7 150 147 Ameritrust 10,738 3.9 

41       43 GTE 31,104 8.2 96 100 CoreStates Financial 16,431 9.3 151 162 Provident Life & Ace 10,722 13.4 

42      45 EI du Pont 30,719 8.9 97 104 Dow Chemical 16,239 13.1 152 143 CityFed Financial 0,585 -2.1 

43      34 Continental Bank 30,578 -5.6 98 95 Gt Am First Savings 16,084 5.5 153 155 Alcoa 0,538 6.4 

44      46 American General 30,422 19.6 99 107 Texas Utilities 16,058 14.8 154 158 Crestar Financial 10,408 6.9 

45      53 Amoco 29,919 20.5 100 94 Middle South Utils 15,916 4.1 155 186 St Paul Cos 0,382 23.6 

46      41 NCNB 29,848 3.2 101 96 Procter & Gamble 15,793 4.0 156 160 Dominion Resources 0,282 6.5 

47      42 First Fidelity Bncp 29,777 3.2 102 99 SCEcorp 15,781 4.7 157 164 Digital Equipment 0,231 8.6 

48      50 SunTrust Banks 29,177 7.3 103 115 Southeast Banking 15,623 21.7 158 159 Houston Industries 10,207 6.2 

49      55 Fleet/Norstar Finl 29,052 18.4 104 113 Weyerhaeuser 15,387 19.1 159 191 CenTrust Savings 10,165 24.2 

50      48 First Union 28,978 4.9 105 108 CrossLand Savings 15,144 9.9 160 134 Detroit Edison 0,060 -9.8 

51      63 Student Loan 28,628 25.2 106 114 Pinnacle West 15,054 14.5 161 157 Norfolk Southern 10,059 2.3 

52      49 BellSouth 28,472 3.9 107 101 Gibraltar Financial 15,011 0.2 162 170 Society 10,010 10.3 

53      52 Shawmut National 28,414 7.3 108 242 Union Bank 15,010 147.6 163 148 Allied-Signal 10,005 -2.2 

54      54 CalFed 27,482 11.8 109 98 Goldome 14,963 -1.3 164 167 Northern Trust 9,904 6.2 

55      60 Transamerica 26,759 14.8 110 ■   Boatmen's Bancshares 14,676 -3.0 165 227 United Telecom 9,817 49.7 

i   56      57 Xerox 26,441 17.8 111 127 KeyCorp 14,646 26.3 166 175 First of America Bank 9,769 12.6 
•   57      31 Texaco 26,337 -22.5 112 339 Primerica 14,435 235.2 167 177 Chubb 9,741 13.1 
i   58      67 Loews 25,830 16.3 113 109 US Bancorp 14,383 7.7 168 185 AMR 9,722 15.2 

59      58 Barnett Banks 25,748 9.8 114 106 American Electric 14,262 1.8 169 219 Caterpillar 9,686 41.1 

60      64 Nynex 25,378 11.4 115 233 Home Group 13,302 106.6 170 180 Standard Fedl Bank 9,573 12.4 

■ Not on 500 list in 1987.    NA: Not available 

FORBES, MAY 1, 1989 199 



The Forbes Assets 500 

Rank 
1988 1987 Company 

Assets 
iSmil) 

Change 
over 
1987 

% 

171     165    Consolidated Edison    9,552       1.5 

172    188        Meridian Bancorp    9,523     13.5 

173     152 Unocal    9,508    -5.5 

174     172        Huntington Bcshs    9,506       7.6 

175     182 BayBanks    9,496     11.6 

176    174      International Paper    9,462      8.6 

177    163 General Re    9,394    -0.5 

178     169     Manufacturers Natl    9,311       2.6 

179    173 ICH    9,294      6.7 

180    202 Dominion Bankshares    9,204    21.1 

181    211 Reliance Group    9,045    26.0 

182     192    Minn Mining & Mfg    8,922      8.5 

183    181 Duke Power    8,891       4.5 

184    197 Enron    8,695 

185     196 Southmark    8,661     11.3 

186     187 Goodyear    8,618       2.6 

187     117 Sun Company    8,616 -31.5 

188    200    Baxter International     8,550     11.9 

189     184 Monsanto    8,461       0.1 

190    195 Union Carbide    8,441       7.0 

191     178 Rockwell Intl    8,406 

192     198  Anchor Savings Bank    8,402      9 8 

193    215      State Street Boston    8,372    20.4 

194     168    Long Island Lighting    8,326-10.7 

195    204       AmSouth Bancorp    8,313     10.4 

196     166 CMS Energy    8,305      3.9 

197    213 Aon    8,266     16.7 

198    206 Northeast Savings FA    8,207     114 

199    214 McDonald's    8,159     16.9 

200     176 Texas Air    8,147 -5.7 

201    239 May Dept Stores    8,144    31.8 

202    205 UNUMCorp    8,127     10.3 

203    201       Central & So West    8,110      6.4 

204    207        Atlantic Financial    7,940      7.9 

205    244   Integrated Resources    7,870    25.9 

206     193 Coastal Corp     7 865    -1.6 

207    232      Old Kent Financial     7,854    21.7 

208    209 Firstar    7,842       8.1 

209    203       Florida Natl Banks     7,828      3.6 

210    208 Hewlett-Packard     7,804       1.6 

211     226 Safeco     7,732     16.9 
212    217 Pfizer    7,638     10 3 

213    237Tele-Communications     7,618    22.9 

214     194 Ohio Edison     7,556 1.4 

215    218 Beneficial Corp     7,535       7.1 

216    210       Pennsylvania P&.L    7,525      0.9 

199   Carolina Power & Lt     7,504    -1.9 

Coca-Cola     7,451  -13.4 

•      .'idated Rail     7,224      6.3 
220 First American     7,204     10.9 

221 i jpital Holding     7,177    34 1 

222 hnson & Johnson     7.119 B i 
111 jcific     7,115    21.2 
224 Atneri I 12    92.0 
225    230   Anhiuser-Bus t 10       * 6 

1 

Rank 
1988 1987 Company 

Assets 
($mil) 

Change 
over 
1987 

% 

226 221 Niagara Mohawk Pwr 7,076 4.1 

227 293 Wal-Mart Stores 7,032 18.4 

228 229 Lomas Financial 7,004 7.4 

229 222 Riggs National 7,002 3.2 

230 304 American Continental 6,944 40.3 

231 ■ Integra Financial 6,927 4.9 

232 246 Commercial Federal 6,883 14.7 

233 301 Pacific Enterprises 6,866 34.2 

234 224 Gulf States Utils 6,858 2.7 

235 125 Santa Fe Southern 6,824 -42.0 

236 276 Berkshire Hathaway 6,817 16.3 

237 263 Marshall & Ilsley 6,775 21.9 

238 225 Northeast Utilities 6,765 1.5 

239 281 Motorola 6,710 26.1 

240 190 UAL 6,701 -18.5 

241 240 Champion Intl 6,700 8.4 

242 248 SouthTrust 6,645 12.2 

243 234 Lockheed 6,643 2.8 

244 253 Bancorp Hawaii 6,635 13.9 

245 ■ Broad Inc 6,632 32.1 

246 322 Pacific First Finl 6,621 47.1 

247 241 Dayton Hudson 6,523 7.4 

248 223 Mercantile Bancorp 6,459 -4.5 

249 235 General Public Utils 6,415 2.2 

250 254 First Pennsylvania 6,407 10.4 

251 257 American Capital 6,403 11.3 

252 259 Washington Mutual 6,364 11.5 

253 245 Talman Home Federal 6,337 4 8 

254 136 Burlington Northern 6,330 -28.9 

255 251 People's Bank 6,321 11.0 

256 314 Perpetual Financial 6,173 29.1 
257 260 LTV 6,163 8.0 

258 261 Merck 6,128 7.9 

259 299 General Dynamics 6,118 10.2 

260 278 Capital Cities/ABC 6,089 13.2 

261 300 American Family 6,074 20.7 

262 249 Illinois Power 6,053 2.2 

263 255 Ryder System 6,039 4.6 

264 ■ Kinder-Care 5,984 208.3 

265 279 Marriott 5,981 11.4 

266 256 First Tennessee Natl 5,972 3.6 

267 272 Trustcorp 5,969 10.3 

268 270 Indiana National 5,927 8.6 

269 290 First Empire State 5,908 14 1 

270 265 Contel 5,865 49 

271 276 MCI Commun 5,843 8.6 

272 312 Hibernia 5,834 20.4 

273 247 Union Electric 5,827 -2.2 

274 273 Delta Air Lines 5,816 7.6 

275 266 United Banks of Colo 5,812 5.6 

276 285 Monarch Capital 5,805 6.2 
277 264 Homestead Financial 5,'56 4.4 

278 376 Walt Disney 5,751 50.1 

279 274 Banco Popular PR 5,707 59 

280 294 Deere 5,703 11.5 

Rank 
1988 1987 Company 

Assets 
($mil) 

Chang 
over 
1987 

% 

281 298 Sara Lee 5,663 12.3 
282 320 First National Cine 5,657 24.8 
283 306 South Carolina Natl 5,655 15.0 
284 243 Western S&.L 5,650 -6.6 
285 271 Columbia Gas System 5,641 3.9 

286 ■ Burlington Resources 5,589 6.5 
287 308 Benj Franklin S&L 5,469 11.6 
288 296 Texas Eastern 5,444 7.3 
289 284 Commerce Bcshs 5,444 3.3 
290 311 James River Corp Va 5,402 11.1 

291 282 Amerada Hess 5,372 1.3 
292 286 USAir Group 5,349 1.8 
293 307 Emerson Electric 5,327 5.0 
294 325 WR Grace 5,310 18.7 

295 287 Eli Lilly 5,263 0.1 

296 252 TCF Financial 5,259 -10.2 
297 348 Merchants National 5,256 25.2 

298 337 Ethyl 5,251 20.2 
299 360 Fifth Third Bancorp 5,246 29.5 

300 297 Equitable Bancorp 5,245 3.6 

301 309 Howard Savings Bank 5,221 7.0 

302 316 Bristol-Myers 5,190 9.7 

303 332 First Alabama Bcshs 5,174 17.8 

304 295 First Security 5,159 1.7 
305 324 Scott Paper 5,156 15.1 

306 302 PPG Industries 5,154 3.3 

307 319 NWNL 5,141 12.7 

308 305 First Florida Banks 5,132 4.1 

309 321 Baltimore G&E 5,126 13.7 

310 313 Teledyne 5,125 3.8 

311 283 Honeywell 5,089 -3.7 

312 267 Florida Federal 5,063 -7.8 

313 289 Greyhound 5,034 -0.4 

314 338 Re\ imlds .Metals 5,032 16.6 

315 411 Dun & Bradstreet 5,024 51.5 

316 327 SmithKline Beckman 5,017 12.8 

317 280 Fin Cp Santa Barbara 5,013 -6.3 

318 303 Litton Industries 4,962 -0.1   ; 

319 330 Time Inc 4,947 11.8 

320 ■ PHM Corp 4,900 UI.9 

321 353 Bank South 4,881 18.0 ! 

322 405 Waste Management 4,879 45.6 

323 333 Abbott Laboratories 4,825 10.0 

324 318 Archer-Daniels 4,817 5.1 

325 328 First Virginia Banks 4,796 8.2 

326 ■ Pitney Bowes 4,788 19.2 

327 468 Dana 4,786 -2.6 ; 

328 389 Far West Financial 4,760 28.0  1 

329 357 Raytheon 4,740 16.7 

330 342 Central Fidelity Bks 4,731 10.4 

331 418 Halliburton 4,722 10.5  ! 

332 350 NCR 4,717 3.9 

333 356 Seamen's 4,708 14.2 

334 323 NY State E&G 4,693 4.6 

335 344 Coca-Cola Enterprises 4,669 9.9 
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OUR CLIENT LIST INCLUDES 
50% OF THE FORTUNE 500. 

THE BOTTOM LINE IS YOUR 
FINANCIAL PEACE OF MIND. 

When the leaders of America's most important companies seek expertise 
in insurance and financial services, they turn to the company that can help them 
the most. The Travelers. 

We tailor our broad range of products and services to fit the specific needs 
of our diverse clients. 

This flexibility is backed by the power of our $50 + billion in assets and 125 
years of experience. As a result, our clients are better equipped to meet the growing 
demands of the business world. With confidence and financial peace of mind. 

The Travelers Companies, Hartford, Connecticut 06183 

TheEravelersj 
You're better off under the Umbrella." © 1989 The Travelers Corporation 



We endowed a: 
toured bucket seats, with 11 pow< 
settings, that you'll quickly adjust | 

rhe 01dsmobile®Touring Sedan was   Leather seating areas help let you 
designed to not only       know you're behind the wheel o 

handle incredibly well, something truly amazing, 
but to also let you feel       ThereS a leather-wrapped stc 

right at home, right away,    ing wheel with a built-in control 
First, there are con-      panel. Radio, air and heat are at yt i 
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v- 
^ *i 
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lair in ergonomics. 
ertips. A rich burl walnut console 
an incredibly roomy interior let 
know you're riding in luxury. 
And remember, behind it all is 

jj IS new 3-year/50,000 mile 
ft nper-to-Bumper Plus warranty. 
jj your dealer for terms of this 
iiited warranty.- 

The Touring Sedan combines all 
thaft great about a personal luxury 
car with remarkable handling and 
performance. It truly exemplifies 
The New Generation of Oldsmobile. 

So visit your Oldsmobile dealer 
for a test drive. Or for more informa- 
tion, simply telephone toll-free 

1-800-242-OLDS, Monday through 
Friday, 9 a.m. to 7 p.m., EST. 

I The New Generation of 
BOLDSMOBILE 



The Forbes Assets 500 

Rank 
1988 1987 Company 

Assets 
(Smil) 

Change 
over 
1987 

% 

336    378 

342 

378 

381 

38T 

387_ 

388 

389 

390 

Citadel Holding    4,642 

337    335 AmeriPirst Bank    4,629 

21.5 

6.4 

338    317Axnerican Home Prods    4,611 0.0 

339    326 Kroger    4,600      3.1 

340    370 Warner Commun    4,598     18.0 

341    355   American Cyanamid    4,593     11.2 

Citizens Savings    4,576    52.6 

343    359        American Savings    4,536     16.6 

344    454 SFFed Corp    4,499    54.5 

345    331 No States Power    4,496      2.1 

346    413 Pennzoil    4,480    35.6 

347    315 Bethlehem Steel    4,449    -6.8 

348    329 Old Stone    4,448      0.7 

349    334 TRW    4,442 1.5 

350    351 Borden    4,440      6.8 

351    345 Torchmark    4,428      4.4 

352    343       Texas Instruments    4,428     11.9 

353    369 CBS    4,407     12.7 

354    380        Cooper Industries    4,384     15.4 

355    291Texas American Bcshs    4,383 -15.2 

356    364 BB&.T Financial    4,377      9.8 

357    347 NWA    4,372      3.6 

358    340 Allegheny Power    4,334      0.7 

359    426      Downey S&L Assn    4,333    36.4 

360    358 Ashland Oil    4,322      6.5 

361    354 Florida Progress    4,304      4.2 

362    352       American Natl Ins    4,303      3.8 

363    400 City National     4,296     23.3 

364    362 PHH Corp    4,292       7.5 

365    372 Kimberly-Clark    4,268      9.8 

366    417Rochester Community    4,238    29.5 

367    367 First Hawaiian    4,236      7.4 

368    385 HJ Heinz    4,208     12.7 

369    377 Ralston Purina    4,198      9.6 

370    371 lefierson-Pilot    4,174      6.4 

371    384 First Commerce    4,166     11.3 

372    406 Potomac Electric    4,146    24.0 

373    373 USLife    4,145      6.8 

374    395 MCA    4,115     16.4 

375    366     Consol Natural Gas    4,109      4.1 

376    375      Central Bancshares    4,109      6.1 

377    412 Campbell Soup    4,100    23.9 

Sun Exploration    4,094-25 1 

379    336 Premier Bancorp    4,078    -6.2 
380    365 AMAX     4,076       2.7 

Itel    4,009   106.1 

ConAgra    3,994    36.4 

Viacom    3,980       1.1 

Sound Bancorp    3,947     11.4 

J91_      Society tor Savings    3,932     10 5 

386 Wickes Cos    3,918    ^3.0 
396 Moore Fiuancial    3,906     11 0 
349 Duquesne Light    3,877 
394 Gt Northern Nekoosa 
397 

-7.5 

8.0 
Gannett 8.0 

I Not on 500 lisi In 1987 

Rank 
1988 1987 Company 

Assets 
(Smil) 

Change 
over 
1987 

% 

391 447 Centel 3,753 24.5 

392 427 Freeport-McMoRan 3,730 18.2 

393 390 Sumitomo Bank Calif 3,719 4.0 

394 363 New England Electric 3,718 -6.8 

395 392 United Missouri Bcsh 3,714 4.6 

396 439 Comdisco 3,687 20.7 

397 379 Nipsco Industries 3,685 -3.6 

398 425 Southwest Gas 3,679 15.6 

399 387 Western Capital Inv 3,664 1.6 

400 408 Mercantile Bkshs 3,642 9.4 

401 410 National Medical 3,642 9.7 

402 430 Great Lakes Bancorp 3,638 15.9 

403 428 Natl Community Bk 3,614 14.6 

404 403 Boise Cascade 3,610 7.0 

405 407 Deposit Guaranty 3,571 6.9 

406 402 Williams Cos 3,567 3.7 

407 ■ Intel 3,550 42.1 

408 398 Farm & Home Fin] 3,548 1.5 

409 453 Mead 3,541 21.4 

410 ■ Columbia Pictures 3,535 2.3 

411 415 FW Woolworth 3,535 7.2 

412 388 San Diego G&E 3,533 -1.9 

413 416 Humana 3,529 7.1 

414 341 Transco Energy 3,527 -17.9 

415 495 Summit Bancorp 3,526 32.9 

416 310 Whitman 3,486 -28.4 

417 409 Valley Federal S&L 3,480 4.7 

418 433 Times Mirror 3,476 11.3 

419 424 Schering-Plough 3,426 7.7 

420 434 First Citizens Bcshs 3,410 9.4 

421 ■ Whirlpool 3,410 41.0 

422 438 Northeast Bancorp 3,394 111 

423 423 Cullen/Frost Bankers 3,386 6.4 

424 464 Temple-Inland 3,370 9.7 

425 436 Cincinnati G&E U61 9.1 

426 429 Equimark 3,353 6.8 

427 420 CPC International 3,342 2.5 

428 445 Baltimore Bancorp 3,340 10.6 

429 461 Apple Bank 3,337 16.4 

430 456 Dauphin Deposit 3,336 14.9 

431 399 Hercules 3,325 -^*.8 

432 382 American Medical 3,323 -11.7 

433 471 Martin Marietta 3,319 18.8 

434 491 Kellogg 3,298 23.0 

435 ■ Arkla 3,285 6.7 

436 492 Union Planters 3,269 22.4 

437 ■ Lone Star Tech 3,267 378.7 

438 448 Fortune Financial 3,258 8.9 

439 455 Harcourt Brace 3,233 11.1 
440 422 Colgate-Palmolive 3,218 -0.3 

441 ■ Liberty National 3,163 22.6 

442 442 Wisconsin Energy 3,161 4 1 

443 472 Federal Express 3,145 12.8 

444 441 Upjohn 3,139 3.2 
445 432 Northrop 3,139 0.5 

Rank 
1988 1987 Company 

Assets 
(Smil) 

Change 
over   I 
1987   ; 

% 

446 435 Sonat 3,138 0.8  1 
447 476 Ail Prods & Chems 3,136 129 
448 437 Kerr-McGee 3,123 -0.3 
449 465 St Paul Bancorp 3,106 10.1 

450 458 Union Camp 3,094 68   | 

451 474 Squibb 3,083 10.8   1 
452 480So N England Telecom 3,067 10.8 

453 ■ US Trust 3,061 20.0 
454 463 Geico 3,061 1.6 
455 500 Firet Bncp Ohio 3,049 15.6   1 
456 444 Eaton 3,034 0.3   1 
457 469 Old Republic Intl 3,010 7.6   1 
458 477 Greater NY Savings 3,010 8.9 
459 462 Masco 2,999 5.2 

460 451 Public Service Colo 2,984 1.7 

461 459 Wilmington Trust 2,982 3.2 

462 440 Panhandle Eastern 2,973 -2.4 

463 414 Enserch 2,970 -11.0 

464 ■ Sun west Financial 2,964 13.1 

465 496 Valley Bancorp 2,958 11.5 

466 475 Quaker Oats 2,942 5.9 

467 482 Tribune 2,942 6.6 

468 446 Zions Bancorporation 2,931 ^.0 

469 497 Inland Steel Inds 2,925 10.3 

470 490 Ohio Casualty 2,922 8.9 

471 467 Wang Laboratories 2,911 3.7 

472 431 Dresser Industries 2,911 -10.0 . 

473 ■ Quantum Chemical 2,908 12.6 

474 ■ Multibank Financial 2,901 14.2 

475 494 Corning Glass Works 2,898 9.0 

476 481 First Capital 2,895 4.6   ! 

477 488 Scana 2,887 6.8 

478 ■ Tandy 2,877 29.2 

479 484 Gillette 2,868 5.0 

480 ■ Bally Manufacturing 2,867 13.5 

481 479 BanPonce 2,842 2.5 

482 ■ Henley Group 2,833 -37.1 

483 ■ Paccar 2,832 17.5 

484 457 Independence Bancorp 2,826 -2.7 

485 487 Boston Edison 2,817 4, 

486 493 Colorado Natl Bkshs 2,811 5.2 

487 473 Armco 2,788 0.1 

488 ■ Security Capital 2,777 17.4   | 

489 485 Alt us Bank 2,774 1.6   | 

490 ■ Phelps Dodge 2,755 22.5 

491 ■ FMC 2,749 5.9 
492 478 Whitney Holding 2,747 -1.0 

493 ■ Exchange Bancorp 2,738 29.1 

494 ■ Melville 2,736 22.6 

495 498 Public Service NH 2,704 2.4 

496 ■ Warner-Lambert 2,703 9.2 

497 ■ Fourth Financial 2,693 4.6 

498 ■ Hawaiian Electric 2,683 109.8 

499 ■ Hanover Insurance 2,649 15.2 

500 489 Kansas City P&L 2,647 -1.6 
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Urgent eleven-page fax from 
NewYork,lL04p.m. 

The Westin Plaza, Singapore. 

f  i 

To the casual observer, it may 
seem like a simple message delivery. 
But at this crucial moment one deter- 
mines whether a hotel's performance 
equals its promise. 

  At Westin Hotels & Resorts, we 
consider this the moment of truth. 

What sets Westin apart are the 
dedicated people who aim not only 
to fulfill your needs, but to anticipate 
them. People who respond promptly 
to any request. 

Because at Westin, whether it's a 
message from halfway across town, or 
halfway around the world, we'll deliver 
it to you in a manner that is at once 
caring, comfortable, civilized. 

Even at the eleventh hour. 

ca^fa*fc^cwi&L£jL WESTIN 
^ * 0 HOTELS ^RESORTS 

tratd Consultant Or 800-228-3000. Acapulco • Atlanta • Atlanta (Buckhead) • Boston • Calgary • Cancun • Chicago • Chicago (O'Hare) • Cincinnati • Dallas • Denver • Detroit 
« tton • El Paso • Ft. Lauderdale • Guadalajara ■ Guatemala City • Hilton Head Island • Hong Kong - Houston • Indianapolis • Island o( Hawaii • Ixtapa • Kansas City • Kauai • Kyoto • Los Angeles 
» i • Manzanillo • Maui -*Mazatlan • Mexico City • Monterrey • New Orleans • New York • Orange County • Orlando • Ottawa • Phoenix • Pittsburgh ■ Portland • Puerto Vallarta • Pusan • Saltillo 
II ancisco • San Francisco Airport • San Salvador • Seattle • Seoul • Shanghai • Singapore • Tokyo • Toronto • Tucson • Tulsa • Vail ■ Vancouver • Washington. DC ■ Winnipeg 
t mot United Airlines Milage Plus, Air Canada AeropUn And VSAir Frequent Tnn*ler programs earn miles at participating Wfest/n Hotels St Resorts. 



Stone Container keeps finding new ways to grow. 
One is helping customers create new products. 
Recently Stone helped Kingsford 
design a new bag that burns right 
along v ! briquets. 
The added i has 
already establ 
growth opport i 
industry leader. 

Providing this ki 

value for customers has created an 
ever-increasing demand for Stone 
products, and is one reason the 
company's stock has appreciated 
more than 1500% during the '80's. 

Growth... Profitability... R.O.E. 
.. .The Stone picture just keeps 
looking better and better. 

We think our future success- 
like the past—will come from 
focusing on the unique needs of 
our customers and on our core 
businesses: corrugated boxes, 
bags, containerboard, kraft paper 
newsprint and market pulp. 

Keep your eye on Stone Contain* 



S\U9 Ml we 
. _. ... 

•   - 

PERCENT CHANGE IN STOCK PRICE 
1600 

1979   80, 81    82    83    84    85    86    87 

Q 

Stone 
Container 
Corporation 
INNOVATION • QUALITY • SERVICE 
Three little words, one big commitment 



The Forbes Market Value 500 

In the calendar year following 
the crash, the combined market 
value of the 500 most valuable 
corporations rose 8.7%, to 

.95 trillion. 

AT THE CLOSE of 1988, the 
500 most valuable public- 
ly traded U.S. firms had a 

I combined market value 
of $1.95 trillion. That represents 
an 8.7% increase over the Decem- 
ber 1987 figure. Two factors ex- 
plain almost all of this change. One 
is the performance of the stock 
market, which was up 13.3% (ex- 
cluding dividends), as measured by the Wilshire index of 
6,000 stocks. The Market Value 500 firms make up nearly 
two-thirds of the market capitalization of the Wilshire. 

The other element of change is the wave of recapitaliza- 
tions on Wall Street. When RJR Nabisco went private, 
$11.1 billion of market value exited and was replaced by 
the $915 million valuation for P.H. Glatfelter, the last one 
on the list. Share buybacks and special dividends also cut 
into market values. On this year's 500, Santa Fe Southern 
Pacific, which paid out $25 a share, or $3.9 billion, in 
February 1988, shows the biggest drop in capitalization. 
UAL, IBM and Tenneco spent billions on share buyback 

Rank 
1988 1987 Company 

Market 
value 
(Smil) 

Change 
over 
1987 

% 

1          1 IBM 71,822 4.2 

2         2 Exxon 56,703 7.9 

3         3 General Electric 40,370 1.3 

4         4 American Tel & Tel 30,868 6.5 

5         5 General Motors 30,852* 25.3 

programs, IBM, with stock worth 
$72 billion, is nonetheless Ameri- 
ca's most valued corporation for 
the seventh straight year. 

Big gainers: Tyco Laboratories, 
up 262%; BankAmerica, 191%; 
Bank of New York, which issued 
30 million shares to acquire Irving 
Trust, 175%. Losers: Lotus Devel- 
opment was ranked 343rd in 1988 

but failed to make this year's minimum. Circus Circus, 
General Signal, Armco and Control Data were also 
bounced for poor performance. 

Several newcomers were previously subsidiaries of other 
corporations. For example, Burlington Resources and Sun 
Exploration were spun off in 1988 by parents Burlington 
Northern and Sun Co., respectively. Columbia Pictures 
Entertainment, no longer consolidated by Coca-Cola, and 
TW Services, which was part of the old TWA, climbed into 
the top 500 for the first time. If the value of General 
Motors E and H shares were listed separately, they would 
rank 235 th and 160th, respectively. 

Winners 
The largest increase in market value 

5 Q I > 1V87 Company 

Market 
value 
(Smil) 

Change 
over 
1987 

% 

■Nora tones 1,500 261.7 

3,270 190.9 

2,342 174.9 
250 2,064 118.8 
464 ■ 1,022 116.8 

■ Not on 500 list U, 

Losers 
The largest decrease in market value 

1988 
Rank 

1987 

Market 
value 

Company                                       (Smil) 

Change 
over 
1987 

% 

191 49 Santa Fe Southern                             2,715 -62.2 

388 143 Genentech                                          1,327 -59.9 

374 192 Pinnacle West                                     1,366 -42.8 

455 268 Avon Products                                      1,051 ^t2.7 

221 115 UAL                                                    2,366 —41.7 
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Change 
Market    over 

Rank Value    1987 
88 1987 Company     (Smil)       % 

Rank 
1988 1987 Company 

Market 
Value 
(Smil) 

Change 
over 
1987 

% 
Rank 

19S8 1987 Company 

Market 
Value 
(Smil) 

Change 
over 
1987 

% 

6 9 Ford Motor 24,068 29.7 

7 8 Philip Morris Cos 23,536 16.5 

8 7 Merck 22,912 10.1 

9 6 £1 du Pont 21,130 1.3 

0 10 Amoco 19,390 9.1 

1 14 Mobil 18,688 16.1 

2 11 BellSouth 18,504 5.7 

3 17 Wal-Mart Stores 17,742 20.8 

4 13 Dow Chemical 16,105 -5.5 

S 20 Coca-Cola 15,832 11.5 

6 21 Chevron 15,651 15.5 

7 25 Sears, Roebuck 15,219 20.0 

8 19 Procter & Gamble 14,682 1.6 

9 15 Eastman Kodak 14,628 -8.0 

0 29 GTE 14,520 26.1 

1 23 Johnson & Johnson 14,176 10.0 

1 24 Bell Atlantic 14,013 8.8 

3 18 Minn Mining & Mfg 13,909 -5.0 

.4 26 Atlantic Richfield 13,865 13.1 

5 27 Bristol-Myers 13,021 8.8 

.6 22 Nynex 12,997 0.4 

:7 30 Pacific Telesis 12,934 13.7 

8 28 Ameritech 12,888 10.9 

.9 40 Texaco 12,491 38.1 

0 16 Hewlett-Packard 12,440 -15.8 

ll 34American Home Prods 12,164 15.1 

12 35 Southwestern Bell 12,129 17.4 

:3 12 Digital Equipment 11,951 -30.7 

4 33 Eli Lilly 11,724 7.6 

15 38 American Express 11,097 15.3 

16 36 American Intl Group 11,074 13.0 

17 32 Abbott Laboratories 10,821 -1.1 

18 39 US West 10,548 11.2 

19 41 PepsiCo 10,381 19.4 

-0 43 Dun & Bradstreet 10,038 20.6 

11 48 Pfizer 9,593 25.1 

12 42 Waste Management 9,360 10.7 

13 71 Boeing 9,290 64.9 

4 44 McDonald's 9,035 8.7 

;s 37 Anheuser-Busch Cos 8,927 -8.7 

16 47 Walt Disney 8,778 12.0 

17 66 Citicorp 8,256 40.2 

18 54 Kellogg 7,898 22.2 

i9 46 USX 7,577 -3.8 

.0 50 Westinghouse 7,576 6.1 

>1 69 Union Pacific 7,256 27.9 

i2 57 Pacific G&E 7,200 14.1 

S3 51 SCEcorp 7,073 6.8 

i4 52 Southern Company 7,058 6.8 

i5 65 K mart 7,004 17.7 

>6 68 Commonwealth Ed 6,979 20.3 

57 45 Emerson Electric 6,822 -14.2 
<8 82 Occidental Petroleum 6,799 30.5 

i9 62 ITT 6,732 11.4 

>0 73 Capital Cities/ABC 6,520 16.7 

61 58 Caterpillar 6,452 2.6 

62 59 Squibb 6,433 2.4 

63 78 Schering-Plough 6,383 21.3 

64 53 JP Morgan 8i Co 6,323 -3.2 

65 64 JC Penney 6,235 3.7 

66 67 Tenneco 6,198 6.0 

67 91 American Brands 6,118 24.9 

68 94 Time Inc 6,066 27.6 

69 70 "                   Xerox 6,005 5.9 

70 84 HJ Heinz 5,998 17.0 

71 92 Chrysler 5,993 22.7 

72 63 SmithKline Beckman 5,979 ■-0.9 

73 85 Loews 5,972 17.3 

74 96 Burlington Northern 5,892 26.1 

75 56 Gannett 5,738 -9.5 

76 61 Monsanto 5,627 -8.5 

77 89 Norfolk Southern 5,624 13.9 

78 80 Rockwell Intl 5,623 7.5 

79 103 Ralston Purina 5,545 25.8 

80 119 Sara Lee 5,508 42.4 

81 172 MCI Commun 5,498 105.0 

82 55 Motorola 5,447 -15.3 

83 106 May Dept Stores 5,408 23.5 

84 141 Berkshire Hathaway 5,386 59.2 

85 102 United Technologies 5,378 21.7 

86 72 Upjohn 5,326 -5.1 

87 97 Warner-Lambert 5,314 14.8 

88 83 Aetna Life & Cas 5,303 3.1 

89 93 Consolidated Edison 5,301 11.4 

90 86 American Electric 5,274 3.8 

91 75 General Re' 5,150 -5.8 

92 95 International Paper 5,136 9.1 

93 79 Weyerhaeuser 5,116 -2.7 

94 90 Pub Svc Enterprise 5,031 2.6 

95 81 Apple Computer 4,958 -4.9 

96 112 Alcoa 4,944 20.0 

97 147 Limited 4,885 49.6 

98 ■ Burlington Resources 4,881 NA 

99 108 Allied-Signal 4,809 13.5 

100 87 AMP 4,781 -4.9 

101 117 Toys "R" Us 4,780 19.4 

102 187 United Telecom 4,759 92.2 

103 113 Texas Utilities 4,753 15.5 

104 149 Phillips Petroleum 4,743 48.4 

105 109 Gulf & Western 4,738 12.6 

106 116 Kimberly-Clark 4,691 17.0 

107 107 Duke Power 4,684 7.9 

108 138 Warner Commun 4,637 33.1 

109 131 Tele-Communications 4,558 27.6 

110 88 Unisys 4,459 -11.1 

111 100 Raytheon 4,447 -1.4 

112 124 PPG Industries 4,423 20.4 

113 144 Unocal 4,421 34.3 

114 127 Borden 4,379 20.1 

115 74 Baxter International 4,327 -20.9 

116 ■ PacifiCorp 4,314 NA 

117 101 Intel 4,288 -3.9 

118 104 General Mills 4,262 -2.9 

119 77 NCR 4,240 -20.2 

120 142 Quaker Oats 4,218 26.8 

121 98 Times Mirror 4,210 -8.7 

122 122 American Cyanamid 4,188 13.0 

123 118 Dominion Resources 4,133 4.1 

124 128 Philadelphia Elec 4,132 13.4 

125 120 FPL Group 4,081 9.6 

126 130 Campbell Soup 4,073 12.9 

127 148 CPC International 4,064 25.7 

128 167 Security Pacific 4,060 46.3 

129 111 Browning-Ferris Inds 4,060 -1.8 

130 160 Melville 4,054 40.7 

131 121 CBS 4,024 8.4 

132 126 Marsh & McLennan 4,023 10.0 

133 191 Federal Natl Mortgage 3,992 66.3 

134 134 Teledyne 3,718 4.8 

135 125 Archer-Daniels 3,715 1.5 

136 139 Cigna 3,704 7.8 
137 156 Tandy 3,690 25.3 

138 114 American General 3,668 -10.9 

139 212 LIN Broadcasting 3,651 61.2 

'*40 195 Deere 3,584 51.5 

141 272 McCaw Cellular 3,557 80.5 

142 132 Travelers 3,541 -0.7 

143 162 Union Carbide 3,526 22.6 

144 129 Georgia-Pacific 3,497 -3.2 

145 163 Masco 3,472 21.1 

146 183 PNC Financial 3,449 36.2 

147 133 Marriott 3,438 -3.5 

148 76 Sun Company 3,419 -37.2 

149 136 Whitman 3,408 -3.3 

150 99 CSX 3,387 -25.2 

151 158 Pitney Bowes 3,340 14.3 

152 152 Consol Natural Gas 3,328 9.9 

153 135 Houston Industries 3,318 -6.0 

154 186 MCA 3,314 32.1 

155 218 FW Woolworth 3,311 49.0 

156 105 Texas Instruments 3,306 -24.6 

157 291 Middle South Utfls 3,273 93.9 

158 395 BankAmerica 3,270 190.9 
159 170 Colgate-Palmolive 3,246 20.6 

160 110 Food Lion 3,219 -22.3 

161 146 Gillette 3,213 -1.8 

162 211 Contel 3,197 41.0 

163 234 AMR 3,173 53.0 
164 210 Wells Fargo 3,170 39.7 

165 229 Corning Glass Works 3,082 46.4 

166 194 Dayton Hudson 3,077 29.9 
167 145 Champion Intl 3,065 -6.8 
168 177 Salomon 3,050 18.2 
169 173 Student Loan 3,049 16.8 
170 200 McGraw-Hill 3,021 29.8 

• Not on 500 list in 1987.    NA: Not available 
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The Forbes Market Value 500 

Rank 
1988 1987 Company 

Market 
Value 
($mil) 

Change 
over 
1987 

% 

171 165 Central & So West 3,020 8.0 

172 123 Marion Laboratories 3,017 -17.9 

173 171 Carolina Power & Lt 3,004 11.6 

174 174 Halliburton 2,979 14.3 

175 161 Dow (ones 2,975 3.4 

176 140 Goodyear 2,936 -14.1 

177 150 Tribune 2,909 -7.0 

178 180 Reynolds Metals 2,903 13.1 

179 151 Ohio Edison 2,879 -6.1 

180 159 Microsoft 2,878 -0.3 

181 197 Banc One 2,876 21.8 

182 PS Scott Paper 2,876 11.6 

183 137 Automatic Data 2,874 -17.7 

184 202 McDonnell Douglas 2.874 24.8 

185 189 Bankers Trust NY 2,839 157 

186 169 Genuine Parts 2,746 1.2 
187 ■ Fleet/Norstar Finl 2,740 24.0 
188 166 Cooper Industries 2,737 -1.5 
189 188 Pennsylvania P&.L 2,718 9.9 
190 ■ Sun Exploration 2,717 NA 

191 49 Santa Fe Southern 2,715 -62.2 

192 190 Washington Post 2,711 12.9 
193 184 RR Donnelley & Sons 2,690 6.4 
194 325 Polaroid 2,640 80.5 
195 231 Federal Express 2,618 25.0 

196 246 Affiliated Pubs 2,614 32.8 
197 215 Ethyl 2.609 16.8 
198 157 Pennzoil 2,596 -11.4 

Rank 
1988 1987 Company 

Market 
Value 
(Smil) 

Change 
over 
1987 

% 

199 238 Amerada Hess 2,582 26.5 
200 204 Honeywell 2,577 12.5 
201 196 SunTrust Banks 2.565 8.5 
202 281 Hilton Hotels 2,553 46.9 
203 247 Detroit Edison 2,550 29.9 

204 213 Transamerica 2,548 13.2 
205 185 Computer Associates 2,537 0.7 
206 288 Albertson's 2.531 49.4 
207 260 Chase Manhattan 2,523 35.8 
208 164 TRW 2,507 -11.8 

209 257 Humana 2,490 32.4 
210 199 Baltimore G&E 2,468 6.0 
211 273 Delta Air Lines 2,466 36.5 
212 304 Nordstrom 2,464 53.4 
213 206 Union Electric 2,464 7.8 

214 227 Mead 2,461 15.7 
215 224 Lockheed 2,448 13.6 
216 230 Himont 2,412 14.8 
217 207 Knight-Ridder 2,410 5.6 
218 154 Pacific Enterprises 2,396 -19.0 

219 205 Merrill Lynch 2,368 3.4 
220 225 First Union 2,367 9.9 
221 115 UAL 2.366 -41.7 
222 175 Union Camp 2.365 -9.1 
223 208 Chubb 2,357 3.9 

224 327 NCNB 2,353 61.4 
225 220 Hershev Foods 2,345 6.1 
226 488 Bank of New York 2,342 174.9 

Rank 
1988 1987 Company 

Market 
Value 
(Smil) 

Change 
over 
1987 

% 

227 219 USF&G 2.341 5.8 
228 245 ConAgra 2,323 17.5 
229 250 lames River Corp Va 2,320 20.4 
230 252 Consolidated Rail 2,313 21.5 
231 254 Compaq Computer 2,298 21.5 

232 228 Rohm & Haas 2,287 8.4 
233 216 Air Prods & Chems 2,263 1.6 
234 321 UST Inc 2,255 51.6 
235 193 Newmont Mining 2,230 -6.0 
236 239 WR Grace 2.208 9.4 

237 278 General Public Utils 2,205 23.6 
238 270 First Wachovia 2.172 19.6 
239 221 Northeast Utilities 2,160 -1.9 
240 263 Amdahl 2,153 16.7 
241 181 Gt Northern Nekoosa 2.147 -15.8 

242 217 Martin Marietta 2,139 -3.7 
243 297 San Diego G&E 2,138 28.6 
244 235 Deluxe Corp 2,134 2.9 
245 182 New York Times 2,130 -16.2 
246 237 General Dynamics 2,116 3.5 

247 302 Carnival Cruise Lines 2,086 29.1 
248 232 Ryder System 2,072 -0.5 
249 243 Eaton 2,067 3.7 
250 463 Primerica 2,064 118.8 
251 262 No States Power 2,048 10.5 

252 241 Becton Dickinson 2,045 2.2 
253 203 Hercules 2,041 -11.0 
254 289 Baraett Banks 2,040 20.7 

■ Not on 500 list in 1987     NA Not available. 
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Change 
Market    over 

Rank Value    1987 
1988 1987 Company     (Smil)       % 

255    383 Coastal Corp    2,039    73.7 
256    240 Textron    2,018      0.1 
257    226 St Paul Cos    2,017    -5.3 
258    242 Sovran Financial    2,011      0.8 
259    401 CMS Energy    2,006    82.4 

260    244 Coca-Cola Enterprises 
261    280 National City 
262    339 Household Intl 
263    384       Chemical Banking 
264    279   First Interstate Bncp 

265    261        Dresser Industries 
266    296 VF 
267    283 Ashland Oil 
268    251 Allegheny Power 
269    357 MorganStanlev^ 

270    253  Gt Western Financial 
271    326 Stone Container 
272    277 Geico 
273    236 Potomac Electric 
274    249 AMAX 

275    209 Centerior Energy 
276    233 Dover 
277    310 Centel 
278    275 Westvaco 
279    293     Intl Flavors & Frags 

280    255 Walgreen 
281    282     Freeport-McMoRan 

,993  0.1 

,989 12.1 

,987 43.2 

986 69.3 

982 11.3 

,975  6.3 

,962 17.9 

961 13.9 

949  1.9 

939 52.9 

922 1.2 
,919 31.2 

,915  7.0 

,913 -7.4 

909 -1.3 

901 -16.2 

883 -9.2 

,883 22.7 

,873  4.3 

,872 11.7 

,861 -1.6 

,857  7.6 

• Not on 500 list in 1987. 

Rank 
1988 1987 Company 

Market 
Value 
(Smil) 

Change 
over 
1987 

% 

282 264 Boise Cascade 1,853 0.7 
283 305 Price Co 1.852 15.4 
284 409 Fluor 1,850 70.7 
285 269 Rubbermaid 1.848 1.2 
286 416 First Chicago 1,846 72.9 

287 286 Illinois Tool Works 1,835 7.4 
288 346 Super Valu Stores 1,834 37.4 
289 280 Kerr-McGee 1,830 4.6 
290 315 Wisconsin Energy 1,819 21.4 
291 411 Citizens Utilities 1,813 68.3 

292 290 Lincoln National 1,808 7.0 
293 294 Florida Progress 1,787 6.9 
294 311 NBD Bancorp 1,783 15.5 
295 266 Litton Industries 1,777 -3.2 
296 222 Cray Research 1,777 -18.4 

297 323 Aon 1,775 20.0 
298 317 Shawmut National 1,764 17.8 
299 309 Niagara Mohawk Pwr 1,763 13.9 
300 276 Winn-Dixie Stores 1,763 -1.8 
301 265 Ingersoll-Rand 1,757 -4.3 

302 256 Morton Thiokol 1,756 -6.8 
303 348 General Cinema 1,754 32.4 
304 198 Continental Corp 1,745 -25.8 
305 372 Sysco 1,744 42.5 
306 312 American Stores 1,738 13.1 

307 267 Enron 1.735 -5.4 
308 410 Bethlehem Steel 1,734 60.9 

Rank 
1988 1987 Company 

Market 
Value 
(Smil) 

Change 
over 
1987 

% 

309 319 Penn Central 1,723 15.6 
310 316 Clorox 1,715 14.6 
311 292 Whirlpool 1,715 1.6 
312 334 Great A&.P Tea 1,703 19.1 
313 427 Arkla 1,699 62.9 

314 336So N England Telecom 1,694 21.3 
315 341 Vulcan Materials 1,692 23.8 
316 484 Castle & Cooke 1,672 90.7 
317 454 Viacom 1,661 71.7 
318 306 Baker Hughes 1,660 37 

319 324 Bank of Boston 1,641 11.8 
320 176 Tandem Computers 1,635 -36.9 
321 314 Torchmark 1,632 8.9 
322 318 Armstrong World Inds 1,619 8.6 
323 300 HF Ahmanson 1,617 -0.5 

324 331 Phelps Dodge 1,616 11.8 
325 392 Brown-Forman 1,612 42.5 
326 349 CoreStates Financial 1,594 21.1 
327 473 Home Depot 1,589 71.8 
328 344 National Medical 1,581 17.0 

329 340 Dana 1,580 13.9 
330 406 Alexander & Baldwin 1,578 44.9 
331 342 Mercantile Stores 1,575 15.5 
332 274 Columbia Gas System 1,567 -12.9 
333 ■ First Fidelity Bncp 1,550 -1.8 

334 460 Alltel 1,534 60.5 
335 335 Citizens & Southern 1,524 8.3 

II 

THE END OF BUSINESS TRAVEL 
As You KNOW IT. 

GUEST QUARTERS
18
 SUITE HOTEL 

All the realities of business travel can leave you 
dreading your next trip. 

Unless you reward yourself with a stay in a 
civilized, professional place. 
Guest Quarters Suite Hotels. Spread 
out in a spacious two-room suite. 
And enjoy a host of comforts and 
conveniences for about the price of 
a room at most first-class hotels. 

Your suite is fully appointed, 
including a refrigerator and wet bar. And you can use 
the living area to work, relax or entertain. 

Throughout the hotel, we've taken care of every- 
thing else. Complimentary continental breakfast 
and a Private Manager's Reception daily. Facilities 
for your workout* And the ambience that makes 
Guest Quarters a special oasis. 

It's an experience you'll only have here. The begin- 
ning of business travel as you'll come to know it. 

GUEST 
QUARTERS" 

SUITE HOTELS 
A rewarding business experience. 

1-800-424-2900 
In the Washington, D.C. area, call 861-6610 

Atlanta, GA   Austin, TX   Baltimore /"Washington Intl Airport, MD   Boston. MA Area: 
Boston/Cambndge   BostonW'altham   Charlotte, NC   Fort Lauderdale, FX   Houston, TX 

Philadelphia, PA Area:    Philadelphia lnt'1 Airport   Plymouth Meeting    Valley Forge 
Tampa Int'l Airport, FL   Troy, MI (Detroit)   Washington, D.C. Area: 

2500 Pennsylvania Ave., NW   801 New Hampshire Ave., N.W.   AJexandna, VA   Bethesda, MD 
Future locations in: Chicago, IL    Dulles Int'l Airport, VA   Los Angeles, CA 

Providence, Rl    San Diego, CA 
'Managers reception not available at downtown Washington. D C locations 

Some recreational facilities not available at coram locations 



The Forbes Market Value 500 
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Rank 
1988 1987 Company 

Market 
Value 
(Smil) 

Change 
over 
1987 

% 

336    287 Bank of New England 

337    333 

342 

350 

358 

360 

365 

375 

376 

380 

381 

383 

Liz Claiborne 

338    328 USAir Group 

339    420 NWA 

340    371     Consolidated Papers 

341    469 Sonoco Products 

Tyco Laboratories 

343    493 United Cable TV 

344    259 Safeco 

345    388 Texas Eastern 

346    308 H&R Block 

347    285 Maytag 

348    437 Paccar 

349    358 Capital Holding 

Gap 

351     299 WW Grainger 

352    350 Brunswick 

353    301 Illinois Power 

354    424 Giant Food 

355    396 Panhandle Eastern 

356    421 Mfrs Hanover 

357    359 Midlantic 

Zayre 

359    338 Wm Wrigley )r 

Henley Group 

361    329 Snap-on Tools 

362    405 Norwest 

363    352 Emhart 

364    258       Wang Laboratories 

Long Island Lighting 

366    441 Inland Steel Inds 

367    414 Valhi 

368    379 Kemper 

369    369 Oklahoma G&E 

370    377   Reebok International 

371    363 New England Electric 

372    322 Fireman's Fund 

373    295 Parker-Hannifin 

374     192 Pinnacle West 

Dillard Dept Stores 

Cincinnati Bell 

377    351 Nalco Chemical 

378    415 Navistar Intl 

379    400 Black & Decker 
rolumbia Pictures 

Rorer Group 
382 Rite Aid 

« 
Lubrizol 

384_ "W Scripps 

386    471 

387    366   Ana. 

388     143 
389    464 

390    432 

INoi on 100 list in 

522 -10.6 

514  5.3 

510  3.7 

507 42.4 

504 22.7 

502 61.5 

500 261.7 

495 78.5 

492 -19.9 

488 29.7 

487 -5.3 

486 -13.2 

472 44.0 

470  15.4 

466 102.0 

464 -10.1 

461  11.1 

460 -9.9 

459 39.3 

455 30.4 

451 37.6 

449  14.9 

442 83.6 

435  3.1 

434  NA 

432 -1.2 

427 30.5 

427  10.2 

419 -24.2 

418 79.0 

412 39.7 

395 30.3 

390  16.5 

386  11.9 

384  15.7 

382  10.3 

374 -7.6 

371 -17.7 

366 -42.8 

362 71.4 

361  72.0 

359  4.8 

359 27.1 

357 22.9 

356 52.1 

356 79.7 

353 -9.1 

349  5.3 

348  NA 

348  6.9 

338 44.0 

335 

'27 

7.5 

-59.9 

41.3 

28.5 

Rank 
1988 1987 Company 

Market 
Value 
(Smil) 

Change 
over 
1987 

% 

391 375 Tambrands     1 ,319 9.3 

392 345 Temple-Inland     1 ,314 -1.6 

393 393 Cincinnati G&E    1 ,312 16.0 

394 ■ West Point-Pepperell     1 ,307 63.7 

395 439 BF Goodrich     1 ,304 28.1 

396 378 Northrop     1 ,301 8.9 

397 387 Scana     ] ,300 13.2 

398 448 CR Bard     1 ,296 30.4 

399 431 Bausch & Lomb     1 ,293 25.6 

400 367 First Bank System    1 ,292 4.1 

401 385 NY State E&G     1 ,290 10.9 

402 347 Republic New York     1 ,288 -3.1 

403 298 Weis Markets     1 ,283 -21.5 

404 ■ TW Services    1 ,275 84.3 

405 404 McKesson    ] ,272 16.3 

406 223 Quantum Chemical     1 ,269 -41.2 

407 386 Sun Microsystems     ] ,262 9.4 

408 447 Crown Cork & Seal     1 ,250 25.1 

409 361 Tucson Electric     1 ,246 -1.1 

410 428 Consol Freightways     1 ,244 19.4 

411 332 Square D     ] ,233 -14.7 

412 284 Homestake Mining     1 ,231 -28.2 

413 303 Raychem     ] ,221 -24.0 

414 397 Stanley Works    1 ,220 9.9 

415 487 Oracle Systems     1 ,209 41.0 

416 355 Roadway Services     1 ,208 -6.1 

417 337 Intergraph    1 ,196 -14.3 

418 472 Sonat     1 ,178 26.8 

419 470 Rouse     1 ,172 26.0 

4211 402 Sigma-Aldrich     1 ,166 6.3 

421 408 Ogden     ] ,164 7.2 

422 ■ Gerber Products     1 ,163 70.5 

423 478 Williams Cos     1 ,160 30.7 

424 ■ IMC Fertilizer Group     1 ,159 NA 

425 485 UNUM Corp    1 ,159 34.3 

426 4Jv' Jefferson-Pilot     I ,156 11.4 

427 374 Asarco     1 ,150 -5.1 

428 466 Hillenbrand bids     1 ,145 22.4 

429 456 Greyhound     1 ,142 18.5 

4 5(1 453 United Artists     1 ,131 16.9 

431 403 Comcast     I ,130 3.1 

432 419 Public Service Colo     1 ,128 6.2 

433 398 Willamette Inds     1 ,121 1.5 

434 390 American Family     1 ,115 -2.5 

435 ■ First Executive     1 ,108 58.1 

436 451 lefferson Smurfit     1 ,104 13.1 

437 497 Tyson Foods     1 ,102 33.4 

438 ■ US Shoe     1 ,101 80.0 

439 373 Premier Industrial     1 ,100 -9.7 

440 389 FMC     1 ,096 -4.2 

441 443 Enserch     1 ,095 8.9 

442 455 Southwestern Pub Svc     1 ,095 13.2 

443 418 Sherwin-Williams     1 ,092 2.5 

444 458 Mapco     1 ,089 13.3 

445 381 Community Psych     1 ,086 -8.1 

Rank 
1988 1987 Company 

Market 
Value 
(Smil) 

Change! 
over 
1987 

% 

446 499 Duquesne Light 1,084 31.7 

447 391 Combustion Eng 1,078 -5.1 

448 446 Pioneer Hi-Bred Intl 1,074 7.3 

449 433 American Medical 1,071 4.3 

450 ■ Premark Intl 1,067 41.5 

451 457 PaU 1,066 10.8 

452 425 National Service 1,059 1.2 

453 422 Perkin-Elmer 1,058 0.3 

454 434 Louisiana-Pacific 1,053 2.7 

455 268 Avon Products 1,051 -42.7 

456 444 Prime Motor Inns 1,051 4.5 

457 474 Olin 1,045 13.1 

458 430 Harris Corp 1,045 1.3 

459 452 DPL 1,045 7.2 

460 ■   Boatmen's Bancshares 1,043 0.3 

461 368 Medtronic 1,036 -16.4 

462 491 Bear Steams Cos 1,036 22.8 

463 481 Cabot 1,025 16.5 

464 ■ Holly Farms 1,022 116.8 

465 442 Puget Sound P&L 1,020 1.3 

466 ■ Fleming Cos 1,018 40.1 

467 ■ Nipsco Industries 1,017 63.4 

468 492 Nucor 1,017 21.0 

469 462 Great Lakes Chemical 1,016 8.2 

470 459 Norton 1,011 5.3 

471 489 Timken 1,008 19.2 

472 ■ Murphy Oil 1,003 28.8 

473 467 Avery International 1,003 7.4 

474 354 Natl Semiconductor 992 -23.1 

475 468 Molex 991 6.4 

476 ■ Fifth Third Bancorp 987 45.0 

477 ■ NIKE 986 38.1 

478 ■ Golden West Finl 985 25.8 

479 426 Millipore 985 -5.9 

480 413 Bowater 981 -8.5 

481 417 Louisiana Land 976 -8.5 

482 ■ Beneficial Corp 971 24.8 

483 ■ Kansas City P&L 969 25.3 

484 449 Portland General 968 -1.2 

485 ■ Sterling Chemicals 968 NA 

486 500 Hubbell 965 17.2 

487 ■ Transco Energy 961 25.6 

488 ■ Bandag 953 18.5 

489 ■ Metro Mobile CTS 952 76.9 

490 ■ Georgia Gulf 950 30.8 

491 ■ Alexander & Alexan 949 27.6 

492 495 US Bancorp 946 14.1 

493 407 Trinova 939 -13.6 

494 ■ State Street Boston 928 27.1 

495 ■ Nicor 926 34.6 

496 ■ Sundstrand 925 18.5 

497 ■ Worthington Inds 923 32.0 

498 ■ Echlin 919 18.1 

499 380 Battle Mountain Gold 918 -22.4 

500 ■ PH Glatfelter 915 22.8 
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HE MAY NOT BE 
COVERED PROPERLY. 

Suppose this statue had to be shipped to another 
location. 

What would happen if it was damaged in transit? 
Chances are the insured would discover the statue 

was missing something very important. Namely, thou- 
sands of dollars in coverage. 

Because while certain policies may protect your 
property while it's on your premises, after it leaves, it 
could be stripped of virtually all protection. 

With property and casualty needs becoming in- 
creasingly complex, it's not surprising that businesses 
are often unaware of gaps in their insurance pro- 
grams. Last year, American businesses let millions of 
dollars slip through those gaps. Which is why at CIGNA, 
we're constantly developing ways to reduce them. 

One way is with our business package policy. An 
exceptional policy we invented and sell more of than 
anyone else, ft enables us to tailor specific coverages 

and build them around the needs of your business. 
Coverages designed to close gaps. Like our transpor- 
tation coverage, which would guarantee payment for 
a loss, even when the shipper of the statue isn't liable. 

Furthermore, at the CIGNA Companies, we offer an 
array of business insurance products rarely available 
from a single insurer. All backed by strong claims serv- 
ice, experienced loss control specialists and one of 
the most advanced computerized risk-information 
systems in the industry. 

Without the proper coverage, you could expose 
yourself to numerous unnecessary risks. Call your 
CIGNA company agent, check your local listings or 
write CIGNA Companies, Dept. 
R16,1600 Arch Street, Phila., PA 
19103 and learn how we can 
help fill in the missing pieces 
of your program. 

CIGNA 
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Ford Taurus SHQ 
The car that will turn your idea 

Exhilarating. Innovative. Exciting. Not 
the ordinary way to describe a four-door 
sedan. But the new Ford Taurus SHO is far 
f ronyan ordinary sedan. Taurus SHO is 

oduct of Ford's quest to take the 
~j|&n beyond its traditional role 

and into the heady realm of 
Sorts sedan. The end result 

u would seek out its 

m 

performance even if you didn't need the 
convenience of four doors. 

We began with the distinctive Taurus 
design, then added a fuel-injected 24 valve 
V-6 engine with double overhead cams. 
The result: a 220 horsepower work of art, 
delivering the super high output that 
gives Taurus SHO its name. 

But power is nothing without the ability 



I f a four - door sedan inside out. 
b control it precisely. So we gave Taurus 
HO a 5-speed manual transmission and 
3ur-\vheel independent sport suspension, 
Dr agile handling on demanding roads. 
^nd four-wheel disc brakes for stops 
long the way. 

That same precision is reflected in the 
nterior of Taurus SHO. Designed to reduce 
listractions. Designed to increase your 

enjoyment of the road. Standard features 
include a 6-way power adjustable driver's 
seat and an 8000 RPM tachometer. 

The new limited production Ford Taurus 
SHO. Conceived to turn your preconceived 
notions about four-door sedans inside out. 

Have you driven a Ford...lately? 



The Forbes 500s~Jobs and Productivity 

Tlhe all-industry median for profits per employee is up 
'24%, to $11,000. On top is MBIA, the municipal bond 
insurer, with profits of $418,000 per worker. Electric 

Utilities-South Central is the most efficient industry, 
with median earnings of $37,300 per worker. The least effi- 
cient is major supermarkets, with only $1,600 per worker. 

Rebounding Navistar International has the highest profits 
per employee of the auto manufacturers, $15,400. Ford's 
profits per worker were $14,800, Chrysler's were $8,100 and 
General Motors' were $6,000. Of the big three, Chrysler has 
the highest sales per employee. 

Each firm below is grouped according to its primary indus- 
try. To locate a company, check the address directory starting 
on page 342 for the first industry group listed for the firm. 

Big corporations were more ef- 
ficient in 1988. For the 778 firmsl 
in this survey, profits and sales 
per employee jumped 24% and 
13%, respectively. 

The biggest employers 
General Motors is still reducing its payroll while Ford 
added 8,600 workers. K mart climbed into the top five. 

Rank 
1988             1987 

Employees 
Company                   (000) 

Change 
over 
1987 

1                   1 General Motors                     765.7 -5.8% 

2                   2 Sears, Roebuck                      510.5 3.5 

3                   3 IBM                                         388.2 -2.1 

4                    4 Ford Motor                             358.9 2.5 

5                   6 K mart                                     342.5 5.4 

Rank Company 
 Per 
Profits 

employee ($000)  
Sales (rank) Assets (rank) 

Employees 
(000)               Rank Company 

 Per 
ProKts 

employee ($000)  
Sales (rank) Assets 1 rank) 

Employees 
(000) 

AEROSPACE & DEFENSE AIR TRANSPORT 

1 General Electric 10.9 160.6    |1) 357.6    |1| 310.0 1 UAL 17.0 136.1 15) 101.5 16) 66.0 

1 Pall 10.9 84.4  (20) 114.3    (3) 5.4 2 AMR 7.0 130.0 16) 143.2 ID 67.9 

3 Rockwell Intl 6.8 106.3    (8! 73.6  (131 114.2 3 Delta Air Lines 6.7 142.7 (4) 113.3 15) 51.3 

4 Lockheed 6.7 113.8    (6) 71.4  (14) 93.1 4 Federal Express 4.3 87.4 (9) 64.8 19) 48.6 

5 Loral 6.0 105.9    (9] 102.6    [5) 14.1 5 NWA 3.9 163.2 ID 126.3 13] 34.6 

6 Martin Marietta 4.7 83.3  (21) 48.3  (20) 68.8 6 USAir Group 3.5 121.7 (7) 114.1 (4) 46.9 

7 E-Systems 4.6 89.3  (19) 47.1   (21) 16.1 7 Pittston 2.6 113.2 (8) 70.9 (8) 14.0 

8 GenCorp 4.5 127.3    (3) 82.8  (11) 14.9 8 Pan Am -3.1 153.5 (2) 92.4 |7| 23.3 

9 Boeing 4.2 115.2    (5) 85.6 (10) 147.3 9 Texas Air -12.5 149.1 (3) 141.7 12) 57.5 

9 Sequa 4.2 104.1   (12)- 119.1     (2) 16.5 Industry medians 3.9 136.1 113.3 

11 Allied-Signal 4.1 105.9    (9) 89.0    (8) 112.4 AUTOMOTIVE-AUTO PARTS    *■ 
12 General Dynamics 3.6 91.8 (15| 58.8  (18) 104.1 1 Bandag 30.9 217.7 ID 1396 13) 2.3 
13 United Technologies 3.5 95.5  (13| 67.7  (15) 188.4 2 Snap-on Tools 16.1 121.2 (6) 94.7 15) 7.1 
•• TRW 3.4 92.4  |14) 58.8  (18) 75.6 3 PPG Industries 12.9 154.7 (3| 142.0 ID 36.3 

Litton Industries 3.2 90.5  (17) 90.9    (7) 54.6 4 Genuine Parts 12.2 197.7 (2) 76.7 191 14.9 
McDonnell Douglas 30 128.9    (2) 101.7    (6) 116.9 5 Eaton 6.2 93.9 UD 82.2 (7) 36.9 

Harris Corp 29 89.8  (18) 87.0    (9) 23.5 6 Masco Industries 5.5 110.1 |8| 141.4 (21 15.0 
-   .IJH 2.6 109.3    (7) 78.1   (12) 32.9 7 Echlin 4.4 94.3 (10) 75.5 HO] 14.7 

' 2.2 124.9    (4) 67.7  (15) 46.4 8 Dana 4.2 134.8 (4) 124.3 (4) 38.5 
J 6 105 5 (11) 111.9    (4) 140 9 lohnson Controls 3.7 115.7 17) 73.1 (12) 27.9 

21 90.9 (16) 64.7 (17) 78.6 10 Goodyear 3.1 94.7 (9) 75.5 (101 114.2 
lot* 105.5 K2.8 11 Cummins Engine -2.5 130.8 15) 81.6 18] 25.3 

12 Wickes Cos -2.7 88.5 112) 87.1 (61 45.0 

Industry medians 5.0 118.5 84.7 
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Rank 
 Per employee ($000) Employees 

Company       Profits     Sales (rank) Assets (rank)      (000) 
 Per employee ($000)    Employees 

Rank Company      Profits     Sales (rank) Assets (rank)      (000) 

AUTOMOTTVE-AUTOS & TRUCKS 

1 Navistar Intl 15.4 268.5 (3) 146.2 (7) 15.3 

2 Ford Motor 14.8 257.6 (5) 398.8 (2) 358.9 

3 Paccar 14.3 266.1 (4) 230.6 (4) 12.3 

4 Chrysler 8.1 272.4 (2) 372.9 (3) 130.2 

5 Fleetwood Enterprises 6.6 152.9 (8) 62.2 (9) 10.3 

6 General Motors 6.0 159.1 (7) 213.9 (5) 765.7 

7 Mack Tracks 2.6 223.3 (6) 178.9 (6) 9.4 

8 Fraehauf -3.6 131.6 (9) 101.5 (8) 15.6 

9 Sahara of America -58.9 1319.6 ID 578.9 ID 1.2 

Industry medians 6.6 257.6 213.9 

BANKS-MULTINATIONAL 

1 IP Morgan & Co 64.4 504.2 (1) 5398.0 dl 15.5 

2 Bankers Trust NY 51.7 467.3 12) 4627.2 (2) 12.5 

1      3 Continental Bank 35.6 339.8 (4) 3449.3 (3) 8.9 

1      « First Chicago 32.9 307.3 15) 2850.2 (4) 15.6 

5 Mfrs Hanover 28.5 304.4 (6) 2532.6 (5) 26.3 

6 Chemical Banking 27.0 270.5 18) 2413.0 (6) 27.9 

7 Chase Manhattan 25.2 294.5 (7) 2321.5 (7) 42.0 

8 Citicorp 19.0 357.8 (3) 2320.3 (8) 89.5 

9 Bank of Boston 16.2 266.8 (9) 1816.7 (9) 19.9 

10 BankAmerica 9.7 179.9 (10) 1672.2 (10) 56.6 

Industry medians 27.8 305.9 2472.8 

BANKS-THRIFT INSTITUTIONS 

1 Columbia S&L Assn 68.3 1368.7 ID 13400.5 ID 1.0 

2 Golden West Finl 46.7 476.3 (11) 5647.1 (9) 3.0 

3 Seamen's 36.1 966.1 (2) 10439.8 (2) 0.5 

4 CrossLand Savings 29.8 388.5 (19) 4310.8 (19) 3.5 

4 Standard Fedl Bank 29.8 442.3 (13) 4884.2 (14) 2.0 

6 Citadel Holding 28.8 460.1 (12) 5559.1 (10) 0.8 

7 American Savings 27.2 329.9 (30) 3709.2 (27) 1.2 

8 Downey S&L Assn 26.8 306.0 (38) 4008.3 (24) 1.1 

' Society for Savings 25.4 325.8 (31) 2998.9 |41) 1.3 

10 St Paul Bancorp 25.0 320.5 (34) 3409.1 (35) 0.9 

11 HomeFed 24.9 352.7 (23) 3800.0 (26) 4.5 

12 GlenFed 22.1 353.9 (22) 3593.5 (33) 7.0 

13 Coast S&L Assn 20.8 484.2 (9) 5515.5 (12) 2.3 

14 Gt Western Financial 20.6 262.1 (46) 2716.9 (48) 12.1 

15 CalFed 20.4 426.8 (16) 4165.9 (21) 6.6 

16 Apple Bank 20.3 248.0 (49) 2792.1 (46) 1.2 

!   17 First Federal Mich 19.1 601.4 (5) 6413.3 (5) 1.9 

\U HF Ahmanson 18.4 318.3 (35) 3644.3 (32) 11.0 

19 Washington Mutual 17.9 281.1 (41) 3062.5 (39) 2.1 

20 Great Lakes Bancorp 16.5 336.9 (29) 3667.1 (29) 1.0 

21 SFFedCorp 16.3 508.5 (8) 5760.7 (8) 0.8 

22 Old Stone 15.6 200.7 (56) 1905.9 (59) 2.3 

23 Farm & Home Fin 15.5 409.7 (18) 4662.2 (17) 0.8 

24 Citizens Savings 14.9 315.0 (36) 4797.0 (16) 1.0 

24 People's Bank 14.9 237.9 (51) 2580.1 (50) 2.5 

26 Howard Savings Bank 14.6 200.6 (57) 2177.9 (56) 2.4 

27 Dime Savings Bank 13.9 320.9 (33) 3666.3 |30) 3.3 

28 Talman Home Federal 13.4 283.5 (40) 3307.3  (37) 1.9 

29 Gt Am First Savings 13.3 423.9 (17) 4257.4 (20) 3.8 

30 Perpetual Financial 13.0 355.5 (21) 3919.6 (25) 1.6 

31 Rochester Community 12.4 257.1 (47) 2848.3 (44) 1.5 

32 Greater NY Savings 12.3 337.1 (28) 4061.6 (22) 0.7 

33 Far West Financial 11.5 610.7 (4) 6389.4 (6) 0.7 

34 Pacific First Finl 10.7 351.1 (24) 4429.0 (18) 1.5 

35 Benj Franklin S&L 7.1 324.4 (32) 3380.3 (36) 1.6 

36 Imperial Corp of Am 5.8 630.2 (3) 6653.9 (3) 1.8 

36 TCF Financial 5.8 269.9 (44) 2445.9 (51) 2.2 

38 CenTrust Savings Bk 2.3 348.5 (26) 3692.2 (28) 2.8 

39 American Capital 1.8 299.5 (39) 3000.3 (40) 2.1 

40 Commercial Federal 1.0 430.5 (15) 4833.6 (15) 1.4 

41 Western Capital Inv -1.6 195.6 (58) 2066.5 (57) 1.8 

42 Anchor Savings Bank -2.1 214.8 (53) 2406.7 (52) 3.5 

43 Valley Federal S&L -2.4 263.8 (45) 2757.8 (47) 1.3 

44 Fortune Financial -2.5 356.7 (20) 4032.1 (23) 0.8 

45 AmeriFirst Bank -4.1 209.8 (54| 2221.4 (55) 2.1 

46 CityFed Financial -\.9 229.5 (52) 2321.7 (53) 4.6 

47 Finl Cp Santa Barbara -5.5 554.6 (6) 5835.7 (7) 0.9 

48 Northeast Savings FA -7.8 436.7 (14) 5007.6 (13) 1.6 

49 Homestead Financial -10.1 546.6 (7) 6417.0 (4) 0.9 

50 Atlantic Financial -14.3 337.6 (27) 3557.3 (34) 2.2 

51 Empire of America -14.5 275.9 (42) 2854.6 (43) 4.0 

52 Altus Bank -15.8 189.3 (59) 1913.1 (58) 1.5 

53 American Continental -17.5 312.0 (37) 3112.6 (38) 2.2 

54 Goldome -23.2 273.8 (43) 2916.7 (42| 5.1 

55 Gibraltar Financial ^7.0 478.0 (10) 5526.9 (ID 2.7 

56 Florida Federal ^t0.7 250.1 (48) 2800.5 (45) 1.8 

57 Meritor Financial ^4.6 349.9 (25) 3651.3 (31) 4.7 

58 Western S&L -61.6 208.1 (55) 2292.0 (54) 2.5 

59 Security Capital - -117.3 239.0 (50) 2649.5 (49) 1.0 

Industry medians 13.0 329.9 3666.3 

BANKS-MID-ATLANTIC 

1 Wilmington Trust 28.9 174.6 (14) 1663.2 (21) 1.8 

2 PNC Financial 28.4 245.3 (3) 2616.1 (3) 15.6 

3 Signet Banking 25.8 209.6 (6) 1861.2 (ID 5.9 

4 Dauphin Deposit 24.5 179.8 (ID 2012.4 (7) 1.7 

5 CoreStates Financial 22.5 204.7 (7) 2063.4 |6| 8.0 

6 Mercantile Bkshs 21.8 147.4 (24) 1483.1 (25) 2.5 

7 Summit Bancorp 21.6 183.8 (10) 1972.1 (8) 1.8 

8 Midlantic 21.0 173.7 (15) 1852.8 (12) 10.6 

9 MNC Financial 20.0 233.3 (4) 2119.4 (5) 8.5 

10 Natl Community Bks 19.8 151.4 (23) 1704.1 (19) 2.1 

11 United Jersey Banks 18.3 162.5 |19) 1714.6 118) 6.4 

12 Integra Financial 17.3 167.9 (18) 1800.5 (14) 3.8 

13 Riggs National 17.1 259.5 ID 3231.2 (D 2.2 

14 Sovran Financial 16.8 154.5 (22) 1557.2 (23) 14.4 

15 First Pennsylvania 16.0 171.2 (16) 1761.0 (16) 3.6 

16 Dominion Bankshares 15.8 170.7 (17) 1750.1 (17) 5.3 

17 Central Fidelity Bks 15.6 140.3 (25) 1493.0 (24) 3.2 

18 Equitable Bancorp 15.5 175.4 (12) 1688.7 (20) 3.1 

19 Crestar Financial 15.0 174.9 (13) 1797.9 (15) 5.8 
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The Forbes 500s-Jobs and Productivity 

Rank               Company 
t employee ($000)  

Sales (rank) Assets (rank) 
Employees 

(000)              Rank                Company 
 Per employee (i 
Profits     Sales (rank 

000) Employees m 
(000) Profits Assets (rank) 

20 First Virginia Banks 14.1 111.7 (26) 1111.2 (26) 4.3 7 Multibank Financial 16.3 232.0 (3) 1757.1 (7) 1.7 

20 Meridian Bsucorp 14.1 156.1  (21) 1564.5 (22) 6.1 9 BayBanks 15.6 161.5 (9) 1673.4 (8) 5.7 

22 Equimark 13.6 210.3    (5) 1806.8 (13) 1.9 10 US Trust 13.9 164.7 (8) 1393.3 (10) 2.2 

23 First Fidelity Bncp 2.4 200.4    (8) 2126.9 (4) 14.0 11 State Street Boston 12.8 123.9 112) 1156.5 (12) 7.2 

24 Baltimore Bancorp 1.7 256.3    (2) 3112.9 (2) 1.1 12 KeyCorp 11.4 132.5 (11) 1391.9 (11) 10.5 

25 Mellon Bank -3.9 197.9    (9) 1885.5 (10) 16.5 industry medians 16.6 180.6 1805.9 

26 Independence Bancorp -7.3 157.7 (20) 1970.4 (9) 1.4 BANKS-SOUTH CENTRAL 

Industry medians 17.0 174.8 1803.7 1 Hibernia 23.0 237.5 (1) 2536.6 ID 2.3 

BANKS-NORTH CENTRAL 2 Whitney Holding 19.7 172.5 (3) 2093.7 (3) 1.3 

1 Fifth Third Bancorp 28.4 171.1     (9) 1772.8 (10) 3.0 3 First Capital 14.5 142.2 (8) 15243 (8) 1.9 

2 Exchange Bancorp 26.5 267.9    (1) 3042.1 (1) 0.9 4 Deposit Guaranty 13.9 153.4 (6) 1577.9 17) 2.3 

3 Northern Trust 20.3 186.7    (4) 1842.9 (6) 5.4 5 First Commerce 10.1 166.0 (4) 1789.5 (4) 2.3 

4 Banc One 20.2 162.3 (12) 1499.7 (20) 16.9 6 First City Bncp Texas 9.6 125.1 (10) 1763.6 (6) 6.9 

5 Fourth Financial 19.8 165.4 (11) 1745.1 (12) 1.5 7 Cullen/Frost Bankers 1.3 164.5 (5) 1770.9 (5| 1.9 

6 Indiana National 19.3 188.8    |3| 2053.8 (3) 2.9 8 Premier Bancorp -17.3 137.0 (9) 1420.0 (10) 2.9 

7 NBD Bancorp 18.8 180.0    |S) 1995.7 (4) 12.1 9 MCorp -72.7 209.1 (2) 2316.0 (2) 8.1 

8 Comerica 18.5 172.2    (8) 1840.4 (7) 6.1 10 Texas American Bcshs - 173.1 148.0 (7) 1487.2 (9) 2.9 

9 Manufacturers Natl 18.1 174.1    (7) 1753.5 (11) 5.3 Industry medians 9.8 158.9 1767.3 

10 Firstar 17.8 128.6 (25) 1273.0 (29) 6.2 BANKS-SOUTHEAST 
11 Ameri trust 17.4 177.1    (6) 1806.9 (9) 5.9 1 NCNB 19.9 223.6 (1) 2358.3 (D 12.7 
12 Huntington Bcshs 16.9 170.2 (10) 1837.6 (8| 5.2 2 First Wachovia 18.1 149.8 (12) 1617.3 (8) 13.5 
13 Old Kent Financial 16.8 157.8  (17) 1707.4 (14) 4.6 3 SouthTrust 17.2 159.3 (7) 1689.6 (6| 3.9 
14 Society 16.6 161.0 (13| 1658.6 (16) 6.0 4 Central Bancshares 16.6 162.5 (5) 1663.5 (7) 2.5 
15 National City 16.5 157.7 (18) 1531.0 (19) 14.1 5 Liberty National 16.4 164.7 14) 1796.0 (3) 1.8 
16 First National Cine 16.3 155.7 (19) 1658.8 (15) 3.4 6 AmSouth Bancorp 16.2 162.3 16) 1691.7 (5) 4.9 
17 Merchants National 15.5 158.8 (15) 1847.3 15) 2.8 7 SunTrust Banks 15.4 144.5 (15) 1459.4 (14) 20.0 
18 First Bncp Ohio 15.4 115.3 (29| 1382.7 (25| 2.2 8 Citizens & Southern 15.2 154.1 (10) 1556.2 (12) 13.6 
19 Marshall & Ilsley 144 127.5  (26) 1276.8 (28| 5.3 9 First Alabama Bcshs 15.0 122.4 (21) 1336.8 (20) 3.9 
20 Michigan National 14.2 158.8  (15) 1726.1 113) 6.6 10 First Union 14.8 144.8 (14) 1447.2 (15) 20.0 
21 Norwest 13.6 159.1  (14) 1398.7 (24| 15.6 11 Bank South 14.0 155.6 (9) 1575.1 (ID 3.1 
22 Commerce Bcshs 13.5 131.7 (23| 1496.8 (21) 3.6 12 South Carolina Natl 13.8 139.7 118) 1431.7 (17) 4.0 
23 United Missouri Bcsh 13.4 129.6 |24| 1442.8 (22) 2.6 13 BB&T Financial 13.3 141.6 (17) 1505.5 (13) 2.9 
24 First of America Bank 12.1 120.7 (27) 1332.2 (26) 7.3 14 First Florida Banks 12.8 125.0 (20| 1338.4 (19) 3.8 
25 Valley Bancorp 11.5 119.2 (28) 1282.1 (27) 2.3 15 Barnett Banks 12.7 142.5 (16) 1441.4 (161 17.9 
26 Boatmen's Bancshares 7.9 155.7 (19) 1657.9 (17) 8.9 16 First Tennessee Natl 12.5 145.5 (13) 1421.9 (18) 4.2 
27 Trustcorp 6.5 149.4 (21) 1564.6 (181 3.8 17 Union Planters 12.4 158.0 (8) 1580.9 (10| 2.1 
28 Mercantile Bancorp 6.2 145.4 (22) 1406.3 (23| 4.6 18 Banco Popular PR 10.5 122.4 (211 1264.5 (22| 4.5 
29 First Bank System -34.4 215.8    (2| 2693.0 (2) 9.0 19 BanPonce 9.6 136.1 (19) 1308.5 (21) 2.2 

Industry medians 16.5 158.8 1658.8 20 Southeast Banking 9.1     ' 170.0 (3) 1889.6 (2) 8.3 

BANKS-NORTHEAST 21 First American 7.4 170.2 (2) 1754.9 (4) 4.1 

1 Republic New York 46.3 574.7    (1) 6693.7 (1) 3.7 22 Florida Natl Banks 7.1 152.9 (HI 1597.2 (9) 4.9 

Bank of New York 19.6 241.0    (2) 4357.5 (21 10.9 23 First Citizens Bcshs 5.8 86.3 (23) 933.5 (23) 3.7 

mu» National 19.3 223.7    (4) 2261.2 (3) 12.6 Industry medians 13.8 149.8 1556.2 
4 •;:-sst I'-incorp 18.9 176.4    (7) 1854.8 (6) 1.8 BANKS-WESTERN 

'••or Fin! 17.6 159.7 (10) 1520.3 (9) 19.1 1 Wells Fargo 24.5 243.9 ID 2342.5 (2) 19.9 
6 ■ '7.0 204.9    (5) 2253.3 |4| 2.6 2 City National 23.0 172.8 (5) 2002.8 (4| 2.1 
"7 ■ 184.8    (6) 1861.3 (5) 17.3 3 Bancorp Hawaii 21.6 167.7 16) 1910.4 (6) 3.5 

4 First Hawaiian 19.6 174.3 (4| 1920.4 (5) 2.2 

5 Puget Sound Bancorp 16.8 163.9 17) 1638.4 (8) 2.4 
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GEORGIA 
The State 

of Business Today 
Georgia's most important resource is not 

our vast transportation network, our abundant 
lakes and rivers, our leading-edge research 
centers, our diverse industrial base, our white- 
sand beaches or majestic mountains. Our 
strongest asset is our 6.2 million people: the 
dedicated workers of today and the promising 
stars of tomorrow. 

Our people want-and have a right-to 
work. We provide job training at no cost to 
employers through our innovative Quick Start 
program. Our Small Business Development 
Centers are among the nation's best. Our 
people work harder and smarter to give their 
firms a competitive edge. 

During the 1980s, we have undertaken 
the most accountable, comprehensive edu- 
cation reform in the U.S. Georgia's Quality 

Basic Education Act and the resulting public 
commitment to excellence already are paying 
dividends in higher SAT scores for our stu- 
dents and higher salaries for our teachers. 
We are funding a program of enriched lan- 
guage education and individual attention 
for young children at risk. Our colleges are 
ranked 19th in the country in R&D; in fact, 
Georgia Tech is America's top-ranked public 
university in engineering R&D expenditures. 
We are committed to preparing our young 
people for the challenges of the future. 

In order to fulfill the dreams of all Georgians, 
we are working with our rural communities 
and small towns to expand their pools of 
talent. We encourage the recruitment of 
women and minorities and the development 
of their leadership potential. Achieving an 
even higher quality of life in Georgia will 
require participation by all segments of our 
population. 

Leadership, partnership, teamwork, local 
initiative-Georgia can deliver it all. Visit us, 
and find out why we should be the state for 
your business. o. 

Joe Frank Harris 
Governor 
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Georgia's people are something 
special in every part of the state. 
Lynch Machinery-Miller Hydro is a 
precision machinery manufacturer 
that exports better than half of 
its equipment. Its home base has 
remained in the small town of 
Bainbridge because of its work 
force. "Our employees punch in 
early, work hard, punch out and 
then clean up!' says company CEO 
Bob Pando "The pace here is equal 
to that of anywhere in the U.S., and 
better than most!' 

That spirit of resourcefulness can 
be found throughout Southwest 
Georgia. Its 45 communities in 14 
counties work with each other-and 
with all of the local employers. Just 
one hour from Florida's booming 
panhandle, with access to its inter- 
national airports and seaports, 

Part of Southwest Georgia but with 
an entrepreneurial spirit all its own 
is Moultrie. Bill Smith of Moultrie 

Southwest Georgia provides a com- 
petitive alternative in terms of avail- 
able skilled labor, abundant water, 
favorable climate and local initiative. 

Four colleges and four technical 
schools serve as a resource for 
employers, who often work with 
educators to design customized 
business and technical courses. 
And the communities outdo each 
other with cultural arts, from historic 
preservation, museums and stately 
plantations to annual festivals and 
frolics. Perhaps that's why Flowers 
Industries-Georgia's 16th largest 
public company-is headquartered 
here, along with domestic and inter- 
national firms involved in aircraft 
manufacturing, corrugated board, 
automotive and truck parts, food 

. processing and textiles. 

Manufacturing Co. put the town on 
the map when, in 1983, he went 
head-to-head with the Japanese by 
applying short wave infrared curing 
in the production of his aluminum 
architectural columns. The result: 
Battelle Memorial Institute tapped 
Moultrie Manufacturing for the most 
innovative use of electricity, and 
the competition hasn't been heard 
from since. 

Many of Moultrie's industries fill a 
genuine niche. One of the country's 
few producers of STOL aircraft is 
here, as is one of the world's largest 
industrial uniform makers. A new- 
comer, Destiny Industries, constructs 
manufactured housing at the rate 
of 26 a day. 

Moultrie is remarkable in another 
way: the school system and utilities 
are debt free. In fact, neither the city 
or county has any bonded indebted- 
ness. Instead, money is available for 
other purposes: the city and county 
recently worked with the four local 
banks to provide incentives that 
helped land a plastics company. 

More than $1 million in private 
funds were raised to build a new arts 
center, and Moultrie was the first 
community with fewer than 100,000 
residents to sponsor the Armand 
Hammer Collection. Sam Walton 
spends two weeks a year hunting at 
one of seven nearby quail preserves, 
while local families can choose from 
Suzuki violin lessons, team sports 
and just about everything in between. 

Across the state, Liberty County 
also boasts citizens who are involved 
with their jobs, the education of their 
children, and their spiritual life. Many 
of them also are sworn to their coun- 
try, as the county is the home of Fort 
Stewart-an open post where civil- 
ians bowl alongside the military. 

The fact that the post has the high- 
est re-enlistment rate of any military 
post in the country says a lot about 
the locale. The Georgia coast is less 
than one hour away. Housing ranges 
from country club communities to 
garden apartments. 

But Liberty County's people are her 
most outstanding advantage. Some 
500 of the post's annual retirees- 
many of them under 40-remain in 
the community, where they work for 
private industry, open their own busi- 
nesses or become civic leaders. 
More than one-third of the military 
spouses have received post second- 
ary training. The diverse work force 
includes a large and active Oriental 
community-in fact, three denomi- 
nations in the county seat of Hmes- 
ville have Korean churches. 

Worker motivation is unexcelled. 
The Georgia Department of Labor 
processed and screened 2,300 
applications for 150 openings at a 
local Wal-Mart. Twenty-nine out of 
30 applicants for another employer 

attended four night courses a week 
for one month, traveling 60 miles 
round-trip at their own expense with 
no assurance that they would be 
hired. All of them were, and one 
year later they're still on the job. 
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Tattnall County, located just to the 
west of Liberty County, has tremen- 
dous natural and human resources 
as well as a wide agribusiness base. 

When Ithaca, Inc., opened a tex- 
tile manufacturing facility in Tattnall 
County in 1987, it expected employ- 
ment to number about 100. In one 
year, however, it grew to 300 workers; 
by the end of 1988 it was pushing 
400. Rotary Corp., the world's largest 
distributor of replacement lawn mower 
parts, was started in the trunk of a 
car in Tattnall County. "I attribute our 
tremendous growth to our work force!' 
says company executive Ed Nelson. 
"Our employees are drawn from this 
area, and we've always found them 
to be dependable and efficient at 
their jobs." 

"There's a real sense of commu- 
nity here!' adds the county's Ulma 
Lee Anderson. "We take the time to 
enjoy life in Tattnall County." In fact, 
Tattnall seems to embody the spirit 
of Southern hospitality. Local resi- 
dents are apt to invite a visitor home 
for dinner or to the annual county- 
wide BBQ. 

CSX Transportation provides 
rail service through the county, 
running between Macon and the 
deepwater port of Savannah, justone 
hour to the east. Tattnall County is 
centrally located between l-16-the 
interstate corridor between Macon 
and Savannah, and l-95-the major 
north-south coastal route. A 3,800-ft. 
lighted airport accommodates most 
aircraft. 

Lumpkin County, nestled one 
hour from Atlanta in the north Georgia 
mountains, long has been an ideal 
weekend escape for tourists from 
Georgia and the surrounding states. 

But businesses have found gold 
in the hills—not just the kind that 
miners found in the county seat of 
Dahlonega a century ago, but a 
wealth of teamwork among the city, 
county, community and college. 

"It's impossible to overstate the 
economic and cultural impact of 
North Georgia College on this com- 
munity!' notes Cullen Larson of 
the Dahlonega-Lumpkin County 
Chamber. "The faculty, staff and 
students are involved in the life of 
the community and contribute out- 
standing leadership!' Faculty 
spouses-many with advanced 
degrees-are employed in the local 
school system. With strong business 
administration, science and health 
care programs, the college also has 
become an asset in attracting 
industry. 

In fact, Lumpkin County's home 
team advantage is so great that the 
college president is as likely as the 
county commissioner to host corpo- 
rate executives during the annual 

Gold Carpet Tour. Even the county's 
major employers-Ethan Allen, 
Burlington Industries, Torrmgton- 
open their doors to companies that 
may compete for their workers in the 
same spirit that they, too, first were 
welcomed. The shared goal, Larson 
says, is to create local jobs in a 

county where 45 percent of the 
work force commutes outside. 

Peachtree City is a community 
where residents are as likely to com- 
mute 20 miles to Hartsfield Atlanta 
International Airport as they are 
to work for NCR, the largest local 
employer. The concept of a planned 
community is probably the single 
most important aspect that has con- 
tributed to Peachtree City's success 
in its short 30-year history. 

And "well-planned" certainly is the 
best description for Peachtree City, 
where high-quality residential, com- 
mercial and industrial properties have 
been built in tandem. In addition to 
NCR's Worldwide Service Parts Cen- 
ter, the tenant roster in the 2,200-acre 
industrial park reads like a Who's Who 
of international business: Fasson, 
Georgia-Pacific, Hoshizaki of America, 
Panasonic, TDK Electronics. 

Roads, rails and runways come 
together in Peachtree City Not only is 
Hartsfield a quick commute, but the 
city's Falcon Field attracts an array 
of corporate aircraft. 

Peachtree City Development Corp., 
a private developer, works with the 
city's government and development 
authority to make sure the commu- 
nity "stays the course!' Progressive 
planning has led to Peachtree City's 
slogan that "you'll love to call us 
home!' Delta Air Lines President 
Hollis Harris does just that, along 
with more than 1,000 other airline 
and airport employees. The Fayette 
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County school system is ranked as one 
of the best in metro Atlanta, and three 
of the state's 29 Schools of Excellence 
are located in Peachtree City. 

Just an hour south of Hartsfield 
Atlanta International Airport on 
1-85 is the rolling countryside of 
LaGrange. The town is well-known 
as the home of Fuller E. Callaway, 
who owned Callaway Textile Mills 
and whose family later established 
sprawling Callaway Gardens, with 
its 63 holes of golf, abundant 
lakes and beaches and magnificent 
azaleas. 

Domestic and international 
companies have discovered that 
LaGrange and Troup County offer 
more than a tranquil setting. There 
is a real sense of community 
activism. The administrator of West 
Georgia Medical Center-itself debt- 
free thanks to an endowment by the 
Callaways-is co-chairman of the 
development authority. The City of 
LaGrange and Troup County com- 
missioners have committed up to 
two mils in taxes to the authority, 
though it's never been needed. 
Using 135 acres that were donated 
by the city and county as its initial 
collateral, the authority has built 

seven spec buildings since 1979- 
the last two without any financing. 

Every major industry in LaGrange 
as well as many small retailers and 
entrepreneurs are members of the 
Chamber of Commerce. The adopt- 
a-school program has "more busi- 
nesses than we have schools!' says 

the Chamber's Jane Fryer, so some 
schools have multiple sponsors. 
Companies assist with vocational 
training, encourage academic excel- 
lence among children and young 
adults and work toward solutions on 
such critical issues as school drop- 
outs and illiteracy. 

Civic leadership is a trademark of 
Georgia's larger cities, too. Through 
unified leadership, Columbus has 
been gaining momentum-plus jobs, 
population and industry. 

Georgia's second largest city relies 
on its transportation assets: a strong 
road network, commercial airport, 
rail service and an inland port. "Access 
to markets has strengthened our 
regional position and spurred indus- 
trial and office growth!' says Chamber 
Chairman James Yancey. 

Additionally "the leadership in 
Columbus is causing it to change!' 
Yancey points out. A $100 million 
investment in the central business 
district has transformed historic 
riverfront warehouses into Class A 
offices. Victorian-era neighborhoods 
have been completely restored. 
Hotel and retail development is 
flourishing. 

In 1971, the city and county 
merged to provide consolidated ser- 
vices. Excess capacity in utilities 
and the latest in telecommunications 
complement speculative office and 
industrial buildings. Together with its 
outstanding labor force, Columbus 
is focusing on growth in financial 

services, insurance and metal 
fabrication companies. 

Too, Columbus is a regional 
medical center and home of the 
world-renowned Hughston Sports 
Medicine Hospital. Arts and recrea- 
tion abound: the Columbus Sym- 
phony, the PGAs Southern Open, 
the Columbus Steeplechase. And 
the Columbus Museum, Georgia's 
largest multi-discipline museum, is 
undergoing a $9 million renovation- 
financed totally through private 
donations. 

An hour southeast of Columbus 
is Albany. Under the warmth of the 
south Georgia sun, 60 percent of 
the world's pecan crop is grown 
within 45 miles of the Dougherty 
County seat. 

Perhaps that sun is what heats 
up local productivity: Albany is the 
home of Bobs Candies, the world's 
largest maker of candy canes, a 
Procter & Gamble paper products 
plant, M&M/Mars' worldwide nut 
roasting operation, Coats & Clark 
thread, MacGregor golf equipment, 
and one of Miller Brewing Company's 
largest North American operations. 
In a word, Albany is energized. 

Albany's strength lies not just in 
the diversity of its industry but in the 
quality of its work force. In February, 

1988. Miller's Albany brewery 
established an industry record of 
2.8 million hours without a lost-time 
accident. The productivity of 
Albany's Delco-Remy plant is up 
20 percent over the same period a 
year ago and is competitive with a 
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sister plant in Mexico. Participatory 
management is routine here. 

One of three recently announced 
corporate expansions is adding 
technical jobs that will interface with 
the nearby U.S. Marine Corps base 
and worldwide procurement center. 
And OMAC, Inc., selected Albany to 
develop The Laser 300, a new 
generation of turboprop aircraft. 

With high-quality public educa- 
tion and post-secondary opportuni- 
ties, a dynamic medical community, 
a full complement of cultural activ- 
ities, an extensive library system, 
affordable executive housing and 
booming retail development, small 
wonder that Albany invites com- 
panies to "share the vision!' 

There's a vision in the biggest city 
on Georgia's coast, too, but it's not 
of mint juleps and hooped skirts. 
Savannah is on a bold new path 
emphasizing the "Q Factor" in 
people, education, finance and 
high-tech business development. 

Even though Savannah boasts 
some impressive corporate citizens 
-Gulfstream Aerospace, Fort Howard 
Paper, Union Camp, Savannah 
Foods-two years ago an initiative 
was forged to attract new business 
and create jobs. Today, companies 
get one-stop shopping from the 
Savannah Economic Development 
Partnership. 

The Partnership won't let you get 
away if Savannah is the right loca- 
tion for your plant, distribution 
center or office. In 1988, the abun- 
dant skilled labor force, favorable 
business climate and access to 
domestic and international markets 

>:. 

convinced Aetna Insurance Co. 
and Sony Video Institute to sign 
leases and, together, bring some 
400 jobs to the city. 

The Partnership doesn't end there. 
Companies receive after-placement 
support, such as joint advertising 
and promotion of their presence. And 
the business community lends its 
time, talents and financial backing to 
Chatham County's schools because, 
says Savannah's Kevin Shea, "The 
education of our future workers is 
the most critical factor that we face!' 
When the Annie E. Casey Founda- 
tion named Savannah as one of five 
U.S. cities to receive a $10 million, 
five-year grant to reduce school drop- 
outs, teenage pregnancy and youth 
unemployment, members of the Part- 
nership helped to raise nearly $20 
million in matching funds. 

Just upstream, Augusta is a 
city whose biggest event-the 
Masters-is as deeply ingrained in its 
heritage as antebellum homes are in 
Georgia's. Beyond its challenging 
greens, however, Augusta is pursu- 
ing new possibilities in communica- 
tions and biomedical technology. 

The availability of highly educated 
and technically skilled workers 
makes Augusta an ideal candidate 
for high-tech growth. It is the site of 
Ft. Gordon-home of the U.S. Army 

maceutical and paper processing 
industries that dominate Augusta's 
manufacturing employment. 

Signal Corps, the nation's largest 
training center for communications 
and electronics and the nerve center 
of the Army's computer network. 
About 500 retirees a year from 
Ft. Gordon enter the local work 
force, many of them overqualified 
for positions in the chemical, phar- 

The state's teaching school for 
physicians, nurses and dentists and 
a major research center-the Medical 
College of Georgia-also is located 
in Augusta. Many of its graduates 
stay and work in the city, some of 
them finding jobs at one of seven 
local hospitals, including Eisenhower 
Hospital at Ft. Gordon. Nevertheless, 
says Art Cassella of the Augusta 
Chamber, "Industry has never taken 
advantage of these people. They're 
here, and they're working, but they're 
underemployed in many cases!' 

Why do they stay? Augusta makes 
it hard for them to leave, with its 
small-town friendliness, low cost of 
living, revitalized riverfront, water 
sports, opera, ballet, symphony 
and-you guessed it—255 golfing 
days a year. 

In DeKalb County, the arts 
and recreation-including Stone 
Mountain, the state's most popular 
attraction-are a given. What is not, 
perhaps, as well-known is the 
county's heritage in education 
and leadership. 

From the 1950s through the 70s, 
DeKalb was Georgia's fastest grow- 
ing county, both in percentage and 
aggregate terms. And it continues to 
lead in the creation of new jobs. Its 
school system has always been one 
of the finest in the Southeast-'a real 
drawing card for attracting good 
people!' notes Robin Harris, chair- 
man and CEO of Decatur Federal 
Savings. 

Indeed, DeKalb has an interna- 
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tionally renowned science program 
and the fourth largest planetarium in 
the country at the Fernbank Science 
Center; magnet schools for gifted 
children, including language pro- 
grams at the elementary level; an 
adopt-a-school program that blan- 
kets the county; the best-paid 
teachers in the state; and a quintet 
of outstanding colleges: Emory, 
Mercer, Agnes Scott, Oglethorpe 
and DeKalb 

The county has attracted the larg- 
est number of new metro-Atlanta jobs 
this decade, it hosts 224 biomedical 
companies, many of them lining the 
"Clifton Corridor": the tree-lined 
boulevard where Emory, the Centers 
for Disease Control, the Yerkes Pri- 
mate Center and, beginning this 
year, the American Cancer Society's 
headquarters are neighbors. 

Careful planning by generations 
of good leadership has kept the 
state's largest county-owned water 
and sewer system ahead of the 

port terminal. In 1988, it hosted one 
of the heavyweights of political con- 
ventions. With the endorsement of 
the U.S. Olympic Committee, it has 

growth curve. DeKalb's "main street" 
is I-285, Atlanta's perimeter highway. 
Its general aviation airport is the 
busiest in Georgia. And, says Ridley 
Howard, CEO of DeKalb-based 
Cotton States Insurance and a 
product of the local school system, 
"that commitment to get the job 
done has stayed with us!' 

Then, there's the Big A. It's not the 
Big Apple-but don't give Atlantans 
that challenge unless you really 
want to see it happen. 

Atlanta likes to make big things 
happen-and frequently does. The 
city has given the world its best- 
selling soft drink and its biggest air- 

made the first cut in its effort to host 
the 1996 summer games. 

By the popular acclaim of 385 
CEOs in the nation's largest corpora- 
tions, Atlanta is the best city in the 
U.S. to locate a business-for the 
third year in a row. In fact, in the 1988 
poll by Lou Harris & Associates, the 
city's "excellent" rating jumped six 
percentage points above its 1987 
score. 

Atlanta has all the essentials: an 
unrivaled air and surface transporta- 
tion system, low tax rates, competitive 
office rents, technical support and 
services, and-its greatest asset- 
human capital. Plus, says the Atlanta 
Chamber's Roy Cooper, the city has 
the ability to absorb large numbers 
of transferring employees in a wide 
range of incomes, and to attract the 
brightest new talents. 

With its growing international rep- 
utation, Atlanta is also living up to its 
claim of being a true international 
city. During the last six years, hun- 
dreds of foreign firms and billions 
of dollars of investment have flowed 
into the capital of America's fastest 
growing region. 

Atlanta also is the home base of 
Georgia's Department of Industry 
& Trade, a group of professionals 
who can discuss the state's finer 
points with companies considering 
a move or expansion. Whether your 
requirements include transportation, 
land, warehousing, R&D, business 

services, labor or raw materials, 
the people at l&T know where to 
find them. 

In fact, the 200-member staff at 
l&T travels the state, visits the com- 
munities and knows their strengths 
and weaknesses. They won't waste 
your time or try to influence your 
decision. And they'll keep your 
inquiries confidential. 

Furthermore, when you select 
Georgia for a new site or expansion, 
l&T becomes part of your start-up 
team. Through Quick Start, your 
company can design a training pro- 
gram and the state will implement it, 
pay for it-and deliver a productive 
work force on the first day of oper- 
ation. "We have never failed to pro- 
vide a competent, qualified, trained 
work force for any industry we have 
ever recruited!' says l&T Commis- 
sioner George Berry. 

To ensure your company's future 
success, l&T acts as an advocate 
for Georgia's businesses. "It is our 
responsibility to articulate clearly the 
needs of the state in continuing a 
sound economic development pro- 
gram!' says Deputy Commissioner 
of Economic Development Randy 
Cardoza. For example, he adds, "We 
keep stressing to communities how 
critical it is that the right curriculum 
is being taught in their school sys- 
tems so that children can move into 
the types of jobs that we see being 
created!' 

And l&T's trade development 
professionals work one-on-one to 
structure international marketing 
programs and help firms to discover 
their export potential. 

Selecting a location is one of the 
most challenging decisions your 
company has to make. The Georgia 
Department of Industry & Trade is 
here to help. 

J 
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1-Southwest Georgia Area Planning 
& Development Commission 

2-Moultrie-Colquitt County 
3-Liberty County 
4-Tattnall County 
5-Dahlonega-Lumpkin County 
6-Peachtree City 
7-LaGrange 

8-Columbus 
9-Albany-Dougherty County 

10-Savannah 
11-Augusta 
12-DeKalb County 
13-Atlanta 
14-Department of Industry & Trade 

r 

For more information on these communities, circle the appropriate number on the reply card. 
Or write Georgia Department of Industry & Trade, P.O. Box 1776, Atlanta, GA 30301 or call (404) 656-9306. 
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The Forbes 500s-Jobs and Productivity 
 Per employee ($000)  

Rank                Company       Profits     Sales (rank) Assets ( rank) 
Employees 

(000)               Rank                Company 
 Per 
Profits 

employee ($000)  
Sales (rank) Assets (rank) 

Employees 
(000) 

6             Security Pacific     15.2        202.4 13) 185S.3 (7) 41.9 5          Armstrong World 6.3 103.3    |5) 80.9    (6) 25.9 

7  Sumitomo Bank Calif     15.0        207.8 (2) 2281.5 13) 1.6 6                         Manville 5.2 112.7    |4) 131.1     (2) 18.3 

8                    US Bancorp     13.2        146.9 (10) 1530.3 (10) 9.4 Industry medians 9.0 135.9 118.3 

9                   Union Bank     10.3         135.2 (131 2578.2 (D 5.8 CHEMICALS-DIVERSIFIED 

10           Moore Financial      9 7        131.3 (15) 1494.4 (12) 2.6 1        Aristech Chemical 95.0 615.4     |11 390.6    [1] 1.7 
11        Sunwest Financial      9.6        131.4 (14) 1359.1 (15) 2.2 2              Dow Chemical 44.4 307.2    (2) 299.1     (2) 54.3 
12            Valley National       8.2        151.1 191 1549.3 19) 7.6 3                        Pennwalt 35.4 202.7    (6) 188.0    (6) 5.1 
13                First Security      8.1        127.2 (16) 1258.0 (16) 4.1 4      Quantum Chemical 34.8 265.6    (3) 264.3    (3| 11.0 
14    Colorado Natl Bkshs       3.9        114 2 (17) 1030.0 (17| 2.7 5                Rohm &. Haas 18.8 207.2    (51 183.3    (7) 12.2 
15    First Interstate Bncp      2.7        155.0 [8) 1520.6 (ID 38.3 6                 BF Goodrich 15.9 199.1     (7) 170.8    (9) 12.1 
16   United Banks of Colo      2.3        144.5 (HI 1476.1 (14) 3.9 7                      EI du Pont 156 231.3    (4) 218.6    (4) 140.5 
17   Zions Bancorporation    -9.0        142.2 (121 1483.9 (13) 2.0 8               Union Carbide 15.2 191.1     |8| 193.8    (5) 43.6 

Industry medians     10.3        151.1 1549.3 9                      Monsanto 12.4 173.9    (9) 177.4    (8) 47.7 

BEVERAGES & TOBACCO-ALCOHOLIC BEVERAGES 10    American Cyanamid 8.8 131.6 |12) 131.7  (11) 34.9 

1             Brown-Forman    23.3        171.8 (2) 171.9 (D 6.1 11                                 Olin 6.4 151.3  (10) 127.2 (12| 15.3 

2    Anheuser-Busch Cos     17.2        214.7 (11 171.1 (2) 41.6 12                                FMC 5.3 133.8  |lll 111.9 (13) 24.6 

3                Adolph Coors       4.6         149.2 (3) 154.0 (31 10.2 12                         Hercules 5.3 122.2  |13) 145.0 (10) 22.9 

Industry medians     17.2        171.8 171.1 Industry medians 15.6 199.1 183.3 

BEVERAGES & TOBACCO-SOFT DRINKS CHEMICALS-SPECIALIZED 

1                      Coca-Cola     57.8        461.0 (11 411.9 (D 18.1 1        Sterling Chemicals 250.7 801.4    (2| 350.8    (6) 0.9 

2 Coca-Cola Enterprises      6.5        164.9 (2) 198.7 (2) 23.5 2                  Georgia Gulf 164.1 898.8    (1) 387.6    (5) 1.2 

3                          PepsiCo       3.3          56.6 (3) 48.4 (31 230.0 3                           Himont 117.2 545.5    (4) 612.2    (1) 3.2 

Industry medians      6.5        164.9 198.7 4                            Rexene 102.7 570.2    (3) 405.2    (4) 1.3 

BEVERAGES & TOBACCO-TOBACCO 5             Vista Chemical 75.0 481.1     (5) 298.9    (8) 1.7 

1                          USTInc     49.4        184.7 121 182.1 (3) 3.3 6      Freeport-McMoRan 46.2 289.5    (7) 555.3    (2) 6.7 

7 Great Lakes Chemical 43.0 232.4 (10) 276.6    (9| 2.4 2         Philip Morris Cos     17.7        222.0 ID 317.3 ID 116.5 
8      Intl Flavors & Frags 31.0 202.4 (13) 212.9 (12) 4.1 3         American Brands     12.6        157.3 (3) 265.2 (2) 46.0 
9                          Lubrizol 27.3 234.6    |9] 202.3  (14) 4.8 4                       Universal       3.1         135.2 (4) 57.0 (4) 20.0 

Industry medians     15.1        171.0 223.6 
10                               Ethyl 22.6 266.5    |8) 514.8    (3) 10.2 

11   IMC Fertilizer Group 22.5 215.5  (11) 273.2 (10) 5.5 
BUHDING-CEMENT & GYPSUM 

12            Nalco Chemical 20.3 190.0 (15) 160.3 (16) 5.2 
1                            Lafarge     14.1         196.9 (1) 180.4 ID 6.7 

13               Sigma-Aldrich 18.5 122.6 (19) 105.4 (20) 3.1 
2                                USG       8.2        146.9 (21 119.0 (2! 15.3 

14      Air Prods & Chems 17.3 195.8  (14) 246.9 (11) 12.7 
Industry medians     11.1        171.9 149.7 

15                            Cabot 13.2 343.7    (6) 318.7    (7) 5.2 
BUILDING-COMMERCIAL & RESIDENTIAL 16                            Witco 9.3 206.5  (12) 145.1  (17) 7.7 

1                      PHM Corp     16.9        596.8 (2) 2493.6 ID 2.0 17                     MA Hanna 9.2 113.2 (20) 107.1  (19) 9.0 
2                          Centex       7.3        397.6 (3) 240.2 14) 4.4 18 Intl Minerals & Chem 8.3 105.5 (21) 209.3  (13) 9.9 
3                             Rouse       5.0        115.4 (6) 520.1 12) 4.0 19            Morton Thiokol 8.0 123.1   (18) 101.4 (21) 20.0 
4                               Fluor       4.3        342.2 14) 126.2 15) 16.1 20                       WR Grace 5.4 136.0 (17) 124.8  (18) 42.6 
5                 Turner Corp       1.1        926.3 ID 266.8 13) 3.5 21 Great American Mgmt 2.6 175.0 (16) 173.6 (15) 8.6 
6        Morrison Knudsen     -8.4        126.6 (5) 49.4 161 15.1 Industry medians 22.5 215.5 246.9 

Industry medians      4.7        369.9 253.5 CLOTHING-APPAREL & TEXTILES 

BUILDING-LUMBER 1    Reebok International 62.1 809.9    (1) 482.3    ill 2.2 
1               Weyerhaeuser     12.3        217.2 (2) 334.1 (D 46.1 2                               NIKE 43.4 471.0    (2) 223.7    (2) 3.2 
2              Georgia-Pacific     10.9        221.1 (D 165.5 (2) 43.0 3                 Liz Claiborne 27.2 292.4    (3) 155.3    (3) 4.1 
3          Louisiana-Pacific     10.4        138.4 (31 138.2 (3) 13.0 4                                   VF 3.8 54.7    (5) 38.3    (5) 46.0 

Industry medians     10.9        217.2 165.5 5    West Point-Pepperell 2.1 64.6    (4) 64.8    (4) 36.4 

BUILDING-MISCELLANEOUS MATERIALS industry medians 27.2 292.4 155.3 

1          Vulcan Materials     22.1         170.8 ID 155.3 (D 6.2 COMMUNICATIONS-BROADCASTLNG & SERVICES 

2            Owens-Corning     11.2        160.9 (2) 90.7 (5) 17.6 1                                 CBS 154.8 372.8    (1) 591.6    (2) 7.5 
3                           Masco     10.7          90.3 16) 111.1 (4) 27.0 2          LIN Broadcasting 74.7 205.0    (4) 529.2    (4) 1.1 
4        Tyco Laboratories       7.3        159.1 13) 125.4 (3) 11.3 3      Capital Cities/ABC 19.4 239.6    (3) 305.7    (6) 19.9 
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The 1989 Mazda 9A 
high performance j 

For years, those who.sought the highest 
level of luxury have turned to traditional 
luxury sedans. And accepted the modest 
performance they offered. While those look- 
ing for both luxury and high performance 
have turned to the sedans of Europe. And 

accepted the high prices these automobile 
commanded. It is into this rather wide gap 
the Mazda 929 moves with effortless grao 

The 929's V6 power and highly sophil 
cated suspension give it the all-around pe| 
mance normally associated with far morel 

.*.., 



or those who believe 
le greatest luxury of all. 

iDerisive high-performance luxury sedans. 
:| jzda 929's spacious, elegantly appointed 
:»srior pampers driver and passengers alike. 
N   And the 929's 36-month or 50,000-mile 
n jmper-to-bumper" warranty* is clear proof 
re; the confidence Mazda has in its quality. 

For more information about the 929, call 
this toll-free number: 800-424-0202 ext.732. 
And discover the luxury of high performance. 

The Mazda 929 
A high-performance luxury sedan. The Mazda Way. 

4+1 

' See youi VW<j<i U;d«;t 



The Forbes 500s-Jobs and Productivity 

Rank               Company 
 Per 
Profits 

employee ($000)  
Sales (rank) Assets (rank) c               Company 

Pr r employee ($ 
Sales (rank) 

nnni Employees 
(000) (000)               Rani Profits Assets rank) 

4 Tele-Communications 0.3 85.3 (7) 304.7 (7) 25.0 5 Colgate-Palmolive 12.9 191.7 13) 130.3 (5) 24.7 

5          United Cable TV 0.1 110.8 (6) 321.3 (5) 2.6 6 Johnson & Johnson 12.2 112.8 18) 89.3 (9) 79.8 

6                       Comcast -6.6 138.0 (5] 539.3 (3) 3.0 7 Kimberly-Clark 10.0 142.5 (5) 112.8 (6) 37.8 

7                         Viacom -26.8 273.6 (2) 865.2 dl 4.6 8 Gillette 9.0 120.0 16) 96.1 (8) 29.9 

Industry medians 0.3 205.0 529.2 9 Greyhound 2.5 88.7 (10) 135.2 (4) 37.2 

COMMUNICATIONS-PUBLISHING 10 Avon Products -14.9 107.5 19) 86.3 HO) 28.5 

1          Washington Post 42.4 215.4 12] 224.0 (4) 6.4 Industry medians 12.6 131.3 121.6 

2                    Dow Jones 25.2 177.2 (3) 233.4 (2) 9.0 ELECTRIC UTILITIES-NORTH CENTRAL 

3          New York Times 15.8 160.4 (4) 180.6 (5) 10.6 1 Kansas Gas & Elec 59.6 406.0 11] 1884.8 ID 1.3 

4                      Time Inc 14.1 219.9 ID 241.3 (1) 20.5 2 Cincinnati G&E 48.8 298.0 (5) 722.9 114) 4.7 

5                        Tribune 12.5 139.0 (51 175.1 (6) 16.8 3 DPL 45.0 355.1 (2) 891.1 (9) 2.8 

6               Times Mirror 11.9 116.7 [9] 124.4 (8) 27.9 4 Ipalco Enterprises 43.6 268.0 (ID 770.5 (12) 2.3 

7                McGraw-Hill 11.5 113.1 110) 109.4 (10) 16.1 5 Commonwealth Ed 41.3 314.0 (3) 1129.8 (4) 17.9 

8                       Gannett 11.0 100.4 |12) 114.9 (9) 33.0 6 Union Electric 39.9 277.4 (9) 796.7 (ID 7.3 

9 RR Donnelley & Sons 8.6 119.9 18) 97.8 (13) 24.0 7 Kansas City P&.L 37.3 260.2 (13) 935.2 (61 2.8 

10         Dun & Bradstreet 7.6 65.2 (14) 76.7 (14) 65.5 8 Illinois Power 33.5 276.9 (10) 1304.5 (2) 4.6 

11                Knight -R idder 6.9 92.6 (13) 104.7 111) 22.5 9 Central 111 Pub Svc 32.2 230.4 117) 627.1 (15) 2.7 

12                    EW Scripps 6.4 110.4 (11) 141.5 (7) 11.0 10 Duquesne Light 31.8 246.1 115) 897.1 (8) 4.3 

13             Harcourt Brace -3.7 124.2 (7) 225.3 (3) 14.4 11 Wisconsin Energy 31.3 263.1 112) 539.8 (18) 5.9 

14             Affiliated Pubs -19.1 126.3 (6) 100.6 112) 4.2 12 Ohio Edison 30.2 295.9 (6) 1043.6 15) 7.2 

Industry medians 11.3 122.1 132.9 13 PSI Holdings 27.7 248.1 (14) 506.1 (19) 4.2 

CONGLOMERATES 14 American Electric 27.3 211.0 (19) 621.8 |16| 22.9 

1     Berkshire Hathaway 20.0 116.7 15) 340.8 (21 20.0 15 CMS Energy 26.9 291.0 (7) 821.3 110) 10.1 

2    Minn Mining & Mfg 14.0 128.0 (3) 107.9 (7) 82.7 16 No States Power 26.2 244.3 (16) 547.4 117) 8.2 

3                       Teledyne 8.9 104.3 (8) 116.2 16) 44.1 17 Nipsco Industries 20.4 301.3 (4) 728.3 (13) 5.1 

4                        Tenneco 8.3 133.7 (2) 175.5 (4) 99.0 18 Centerior Energy -11.3 226.5 (18) 1286.3 (31 9.0 

5                            Dover 7.7 102.8 (9) 71.9 (8) 19.0 19 Detroit Edison -21.6 284.1 (8) 921.4 17] 10.9 

6                Penn Central 7.0 105.2 (7) 163.3 (5) 14.7 Industry medians 31.8 276.9 821.3 

7                                 ITT 6.9 163.3 ID 353.9 ID 118.5 ELECTRIC UTILITIES-NORTHEAST 

8                        Raytheon 6.4 107.3 (6) 62.1 (9) 76.4 1 Philadelphia Elec 49.9 284.6 (8) 1045.8 (4) 11.3 

9                          Textron 4.5 120.4 (4) 207.5 (3) 60.5 2 United Illuminating 48.8 321.9 14) 1467.2 11] 1.6 

Industry medians 7.7 116.7 163.3 3 Long Island Lighting 47.5 339.9 (2) 1324.0 (3) 6.3 

CONSUMER-APPLIANCES 4 Pub Svc Enterprise 40.4 336.0 (3) 893.7 17) 13.1 

1                          Maytag 12.3 146.0 (1) 1030 12) 12.9 5 Pennsylvania P&L 40.0 266.6 (10) 906.1 (6) 8.3 

2            Black & Decker 5.2 117.2 13) 95.2 (3) 20.3 6 Potomac Electric 38.8 248.3 (14) 762.8 (8) 5.4 

3                       Whirlpool 3.2 145.2 (2) 114.8 ID 29.7 7 NY State E&G 38.1 298.1 16) 1043.9 15) 4.5 

Industry medians 5.2 145.2 103.0 8 Allegheny Power 35.1 371.9 11] 742.7 19) 5.8 

CONSUMER-HOME FURNISHINGS 
9 Baltimore G&E 34.5 212.1 (16) 583.4 115! 8.8 

10 Delmarva Power & Lt 32.0 290.2 (7) 723.2 Ill] 2.6 
1                   Rubbermaid 12.5 149.9 (11 98.2 ID 8.0 

11 Consolidated Edison 29.7 253.1 (13) 473.2 (16) 20.2 
2                  Premark Intl 5.2 102.0 (2) 70.4 12) 23.5 

12 Public Service NH 27.6 301.7 (5) 1352.0 (2) 2.0 
3         Springs Industries 2.3 78.0 (3) 47.8 13) 23.4 

13 Northeast Utilities 25.4 226.0 (15) 735.3 110) 9.2 
4                           Interco 2.1 51.3 |4| 39.3 14) 53.5 

14 General Public Utils 20.8 208.0 (17| 470.9 117) 13.6 
Industry medians 3.8 90.0 59.1 

15 Niagara Mohawk Pwr 19.0 254.6 (12) 643.3 (13) 11.0 
UMER-HOl-SEHOLD & PERSONA! PRODUCTS 

16 Boston Edison 18.5 264.6 111) 619.7 (14) 4.5 
1                           Clorox 29.8 291.2 (1) 249.7 ID 4.7 17 New England Electric -10.0 2:S3 2 19) 692 7 (121 5.4 
2                   Tambrands H.9 118.0 (7) 97.4 17] 48 

Industry medians 34.5 283.2 742.7 
3                   Scott Paper 15.3 180.4 (4) 196.8 |3| 26.2 

4        Procter & Gamble 15.0 270.7 (2) 209.9 (2) 7.5.3 
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INTRODUCING OUR NEWEST NECKTIE COLLECTION 

AT SELECTED FINE STORES AND CHANEL BOUTIQUES: NEW YORK, BEVERLY HILLS, 
CHICAGO, DALLAS, PALM BEACH, HONOLULU, SAN FRANCISCO. 



The Forbes 500s-Jobs and Productivity 
 Pei 

Rank               Company      Profits 
employee ($000)  
Sales (rank) Assets | rank) ;                Company 

Pc r employee ($ 
Sales (rank) 

000) Employee 
(000) (000)              Rani Profits Assets (rank) 

ELECTRIC UTILITIES-SOUTH CENTRAL 7 Tandem Computers 13.0 181.5    (5) 169.3 (7) 7.9 

1 Southwestern Pub Svc    49.1 369.9 ID 776.8 (6] 2.1 8 Intergraph 12.9 117.7 (10) 122.2 (10) 6.8 

2             Texas Utilities    40.5 261.6 (7) 1011.3 (3) 15.9 9 Digital Equipment 10.4 105.9 (13) 88.2 (13) 116.0 

3           Oklahoma G&E    37.7 300.2 (4) 689.2 (7) 3.7 10 Hewlett-Packard 9.8 121.8    (9) 92.4 (12) 84.5 

4        Central & So West     37.3 289.2 |5| 933.7 (4| 8.7 11 Unisys 7.3 106.8  (11) 124.4 (9) 92.8 

5      Houston Industries    36.5 311.3 (3) 883.5 (5) 11.6 12 NCR 7.2 98.2 (15) 77.3 (14) 61.0 

6      Middle South Utils    30.6 265.4 (6) 1184.8 (2) 13.4 13 Wang Laboratories 1.6 99.5 (14) 94.2 (ID 30.9 

7           Gulf States Utils     24.3 314.5 (2) 1418.7 ID 4.8 14 Prime Computer 1.1 131.9    (8) 136.6 (8) 12.1 

Industry medians     37.3 300.2 933.7 15 Control Data 0.1 106.7 (12) 74.5 (15) 34.0 

ELECTRIC UTILITIES-SOUTHEAST 15 Zenith Electronics 0.1 75.7 (16) 40.2 (16) 35.5 

1       Kentucky Utilities    36.5 257.6 (2) 621.9 (5) 2.2 Industry medians 11.7 126.8 130.5 

2    Dominion Resources    31.2 238.2 (6| 732.5 (2) 14.0 ELECTRONICS-EQUIPMENT 

3                              Scana     28.0 251.4 (31 669.9 14) 4.3 1 Premier Industrial 17.0 143.7    (2) 65.0 (81 4.1 

4               TECO Energy     26 7 229.2 (7) 513.0 (81 4.5 2 AMP 13.8 115.8    (3) 103.1 (3) 23.1 

5      Southern Company     26.0 222.2 (81 684.4 (3! 32.6 3 Molex 10.4 101.2    (5) 97.2 (4) 5.4 

6                     FPL Group     23.0 300.2 HI 604 8 (6) 19 5 4 Perkin-Elmer 6.6 107.6    (4) 115.1 (2) 11.2 

7                  Duke Power     22.3 180.6 (9) 442.8 (91 20.1 5 Itel 6.3 414.3    (1) 1010.6 (D 4.0 ' 

7             Florida Progress     22.3 2489 (4) 534.9 (7) 8.0 6 General Instrument 5.3 80.0    (9) 84.6 (5) 15.9 

9    Carolina Power & Lt     21.4 246.6 (5) 814.1 ID 9.2 7 Motorola 4.5 83.5    |8) 67.9 17) 98.9 

10             Louisville G&E     20.5 158.8 (101 424.5 |10) 4.2 8 Emhart 4.0 87.3    (7) 76.7 (6) 31.6 

Industry medians     24.5 242.4 613.3 9 EG&G 2.9 58.6 (10) 22.5 (10) 24.0 

ELECTRIC UTILITIES-WESTERN 10 Tektronix -0.5 87.9    (6) 62.0 (9) 16.3 

1             Tucson Electric   120.7 50* 5 (1) 1942.9 HI 1.1 Industry medians 5.8 94.6 80.7 

2         Puget Sound P&L     51.8 319.9 (41 952.1 (4) 2.5 ELECTRONICS-SEMICONDUCTORS 

3                         SCEcorp     445 365.1 (31 921.5 (5) 17.1 1 Intel 22.6 143.7    (2) 177.5 (D 20.0 

4             San Diego G&E     40 3 442.0 (2) 752 1 (8) 4.7 2 Avnet 5.2 198.3    (1) 112.8 (2) 9.8 

5           Portland General     31.1 243.7 (8) 803.1 (6) 3.1 3 Texas Instruments 4.8 81.9    (3) 57.6 (3) 76.8 

6                      PacifiCorp     27 8 219.0 (9) 709.2 (9) 16.1 4 Natl Semiconductor -2.3 75.7    (4) 55.1 (41 33.5 

7         Hawaiian Electric     20.2 269.5 (6! 986.8 (3) 2.7 Industry medians 5.0 112.8 85.2 

8      Public Service Colo     19 2 258.6 (7) 457.9 (10) 6.5 ENERGY-DOMESTIC OIL, GAS & COAL 

9                   Pacific G&E       2 3 283.7 (5) 781.7 (7) 27.0 1 Union Texas Petrol 60.7 595.8    (4) 953.8 14) 1.8 
10               Pinnacle West      0 4 1878 (10) 1311.4 (2) 11.5 2 Anadarko Petroleum 59.8 500.9    (7) 2240.6 ID 0.7 

Industry medians     29.5 2?6.6 862.3 3 Atlantic Richfield 59.7 665.1     (3) 811.8 (5) 26.5 

ELECTRICAL EQUIPMENT 4 American Petrofina 41.3 819.2    (2) 732.5 17) 3.2 

1                 WW Grainger     16 2 2280 HI 139.0 (2) 6.7 5 Phillips Petroleum 29.9 519.7    (5) 550.3 HOI 21.8 

2                          Hubbell     13 7 118.5 (21 101.0 14) 5.2 6 Cyprus Minerals 27.1 211.5 (19) 263.1 (18) 6.3 

3                      Raychem      9.9 106.0 (3) 113.7 [3] 104 7 Mapco 23.6 349.1  (12| 276.5 117] 5.0 

4          Emerson Electric       7.6 95.9 |5| 75.2 (51 -OS 8 Amerada Hess 15.2 516.0    (6) 659.1 (8) 8.2 

5                Westinghouse       6.9 104.5 (4| 141.6 ID 119.6 9 Diamond Shamrock 14.7 487.5    (8) 227.9 (19) 3.7 

6                        Square D       5.9 81.8 (6! 66 0 16) 20.3 10 Kerr-McGee 14.2 348.3  |13) 404.5 (14) 7.7 

National Service       4.5 74.4 (71 41.8 (71 19.9 11 USX 12.9 268.7  (17) 331.3 (16) 58.8 

industry medians      7.6 104.5 101.0 12 Burlington Resources 10.3 309.5 (15) 798.1 (6| 7.0 

NI< ?-COMPUTERS 13 Murphy Oil 8.7 329.0 (14) 461.8 112) 4.5 

. omputei     50.2 406.4 (2) 312,8 ID 5 1 14 Coastal Corp 8.6 447.6 (10) 427.5 (13) 18.4 

\pple Cv      i  i     46.4 490.9 (11 252.0 (2) 90 15 Ashland Oil 6.0 198.0 (20| 108.9 (20) 39.7 

3                                           i2 8 158.5 (61 207.7 141 4.8 16 Unocal 1.3 486.9    (9) 522.9 (ID 18.2 

4 226.6 (4| 242.9 13) 8.0 
17 Sun Company 0.3 392.3  (11) 392.5 (15) 22.0 

5        SUJ. .. 13] 172.6 16) 56 18 Pennzoil -23.1 258.2 (18) 553.9 (91 8.1 

6 153 7 (7) 188.1 15) 3882 
19 Sun Exploration -84.7 297.2 (16) 1137.2 (31 3.6 

20 Louisiana Land -96.3 953.9    (1) 1960.1 (2) 0.7 

Industry medians 13.6 420.0 536.6 
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The Forbes 500s-Jobs and Productivity 
Pc r employee l$000)  

Sales (rank) Assets ( rank) 
Employees 

(000)               Rank Company 
 Pe 
Profits 

r employee ($000)  
Sales (rank) Assets (rank) 

Employees 
(000) Rank               Company      Profits 

ENERGY-INTERNATIONAL Oil FINANCE-SERVICES 

1                             Exxon     52.3 804.7 (1]     739.2 ID 100.5 1 MBIA 418.1 684.9 (3)   5832.1     (3) 0.2 

2                          Amoco    41.2 422.2 (5]     597.2 13) 50.1 2 Federal Natl Mortgage 202.7 4254.1 11)44903.2    (1) 2.5 

3                        Chevron    33.6 478.2 (4)     644.7 12) 52.7 3 Student Loan 164.5 1661.0 (2) 20926.7    (2) 1.4 

4                             Mobil     30.3 699.5 (3)     563.4 15) 68.9 4 Dreyfus 71.9 211.7 (9)     603.1     |9) 1.3 

5                           Texaco     28.4 729.3 (2|     572.6 (4) 46.0 5 Primerica 45.6 283.0 (4)   4069.6    (4) 3.5 

6 Occidental Petroleum      6.1 377.6 (6)     403.4 16) 51.4 6 H&R Block 26.1 242.1 (7)     140.4 (11) 3.5 

Industry medians     32.0 588.9 584.9 7 Household Intl 21.5 229.3 (8)   1828.9    (5) 11.5 

ENERGY-OILFIELD SERVICES 8 Beneficial Corp 15.7 211.6 (10)   1124.7    (8) 6.7 

1                               Valhi       5.1 141.5 |1)     143.9 ID 15.9 9 American Express 11.3 248.7 (6)   1547.2    (6) 92.2 

2        Dresser Industries      4.4 129.7 (2)       94.7 13) 30.8 10 Lomas Financial 5.2 278.0 (5)   1517.7    (7) 4.6 

3               Baker Hughes      2.7 109.5 (3)       98.4 12) 21.3 11 Southmark -9.6 103.3 (11)     288.7 (10) 30.0 

4                    Halliburton       1.5 88.1 |4)       86.0 (4) 54.9 Industry medians 26.1 248.7 1547.2 

Industry medians      3.6 119.6 96.6 FOOD PROCESSORS-BRANDED FOODS 

FINANCE-BROKERAGE HOUSES 1 Kellogg 27.3 246.9 (1)     187.3    (1) 17.6 

1             Morgan Stanley     61.0 635.1 (2)   6263.8 (3) 6.5 2 Hershey Foods 18.9 191.5 (4)     155.9    (2) 11.3 

2          Bear Stearns Cos    33.8 352.8 (3]   6435.9 (2) 5.9 3 Wm Wrigley Jr 15.9 162.1 (6)       80.1  (11| 5.5 

3                        Salomon    33.7 740.5 (1) 10271.8 ID 8.3 4 HJ Heinz 11.0 146.5 (9)     109.3    (4) 38.5 

4                Merrill Lynch       9 7 221.4 (4)   1352.1 (5) 47.6 5 CPC International 9.1 148.0 (8)     105.3    (5) 31.8 

5     PaineWebber Group      3.3 193.4 (5)   1380.5 (4) 13.0 6 Quaker Oats 8.3 180.9 (5)       94.8    (7) 31.1 

Industry medians     33.7 352.8 6263.8 
6 Whitman 8.3 141.6 (10)     137.8    (3) 25.3 

8 Ralston Purina 8.0 105.1 (13)       73.0 (12) 57.5 

9 General Mills 7.2 79.3 (14)       36.6 (16) 70.0 

EGIONAL   FLIGH 

ATR42-ATR72 
The cooperation between AEROSPATIALE 
and AERITALIA has resulted in new air- 

aft ATR 42 and ATR 72, first editions of 
nily. These new generation turbo - 
benefit from recently devel- 

T E 

oped state-of-the-art technology. Thl 
family of aircraft was designed so thl 
their seating capacity can be extendel 
from 46 to 70 seats in answer to airlirl 
passenger traffic fluctuations. 
GEOGRAPHIC PRESENCE: Keepin 
ahead of airline needs on 5 continents 

T    O     T    A 



. 

The Forbes 500s-Jobs and Productivity 
 Per employee ($000) Employees 

Rank Company       Profits     Sales (rank) Assets (tank)      (000) Rank 
-Pet employee ($000)- 

Company       Profits     Sales (tank) Assets (rank) 
Employees 

(000) 

10                          Botden 6.9 159.5 (7) 97.8 (6) 45.4 

11                  Dean Foods 6.6 230.3 (3) 80.4 (10) 7.0 

12             Campbell Soup 5.3 108.9 (12) 84.7 (9) 48.4 

13                        Sara Lee 4.2 125.8 (HI 63.6 (13) 89.1 

14                        ConAgra 4.0 241.8 (2) 93.8 (8) 42.6 

15            Gerber Products 3.8 63.7 (15) 45.2 (15) 14.7 

16            Castle & Cooke 2.8 61.0 (16) 47.4 (14) 40.5 

Industry medians 7.6 147.3 89.3 

FOOD PROCESSORS-COMMODITIES 

1             Archer-Daniels 37.2 753.8 (1) 492.0 HI 9.8 

2     Pioneer Hi-Bred Intl 16.5 176.8 (3| 200.6 (2] 4.9 

3             Intl Multifoods 4.1 209.3 12) 96.9 (3) 8.8 

Industry medians 16.5 209.3 200.6 

FOOD PROCESSORS-MEATPACKING 

1              Geo A Hormel 7.3 271.0 (1) 80.7 ID 8.4 

2                  Holly Farms 4.7 121.9 (2) 53.1 (2) 14.8 

3                 Tyson Foods 3.3 78.1 (4) 35.9 13) 25.6 

4              United Btands 1.5 85.4 (3) 35.0 (4) 41.0 

Industry medians 4.0 103.7 44.5 

FOOD-MAJOR SUPERMARKETS 

1                   Albertson's 3.5 145.7 (1) 34.2 (2) 46.5 

2            Great A&P Tea 1.6 122.4 (2) 28.4 (3) 82.3 

2        Winn-Dixie Stores 1.6 111.0 (4) 19.9 (5) 81.9 

American Stores 0.6 120.5    (3)       46.4 

Kroger      0.2        105.8    (5)      27.9    (4) 

Industry medians       1.6        120.5 28.4 

FOOD-REGIONAL SUPERMARKETS 

1 Weis Markets       5.9 84.9    |6)       42.5    (3) 

Food Lion 

Bruno's       2.6        121.4    (5)       37.1    (5) 

Circle K      2.3        140.1    (2)       82.2    (1) 

Industry medians      3.1        124.3 42.0 

FOOD-WHOLESALERS 

1 Sysco       7.7       444.9    (3)     146.8    (1) 

2      Super Food Services       7.6       804.6    (1]     129.7    (2| 

Wetterau      3.3       384.8    (4)       80.1    (4) 

Nash Finch 1.8        209.2    (6)       38.8    (6) 

Marriott 1.1 

TW Services 0.4 

Industry medians       3.1        343.4 75.9 

153.3 

165.0 

14.0 

Giant Food  4.2   126.6 (3)  41.6 (4)   23.6 

3.6   122.0 (4)  34.8 (6)   31.3 

17.0 

22.8 

VonsCos    -0.9        148.7    (1)      63.5    (2)        26.3 

12.5 

2.0 

Super Valu Stotes      3.9       302.0    (5)       71.8    (5)        33.2 

12.6 

Fleming Cos      3.0       484.6    (2)     118.5    (3)        21.6- 

10.0 

33.6    (7)       27.2    (7)      219.7 

29.8    (8)       17.6    |8|      120.0 

O GIC 

:CHNICAL PRESENCE: a maintenance 
twork ensures a round-the-clock availa- 
ity (Toulouse, Washington D.C., Singa- 
>re). 
JCHNOLOGICAL  PRESENCE:   concept 
a new generation of aircraft. 

MANCIAL PRESENCE: financial advisor. 

BUSINESS PRESENCE: 4 marketing cen- 
ters throughout the world. 

AR 
SYSTEM 



The Forbes 500s-Jobs and Productivity 
^mM^^^^^m ——— 

Rank               Company 
 Per 
Profits 

employee ($000)  
Sales (rank) Assets 1 rank) 

Employees                                                        Pei 
(000)               Rank                 Company       Profits 

• employee ($000)  
Sales (rank) Assets (rank) 

Employees 
(000) 

'HEALTH-DRUGS INSURANCE-BROKERS 

1     Marion Laboratories 55.8 255.0 (4) 193.3 (6) 3.2 1       Marsh & McLennan    13.0 99.9 (1) 80.4    (2) 22.8 

2                             Merck 38.3 188.3 (6) 194.2 (5) 31.6 2 Alexander & Alexander     3.9 74.4 (2) 158.1     (1) 16.5 

3                          Eli Lilly 29.0 155.3 (8) 200.9 14) 26.2 Industry medians     8.4 87.2 119.3 

4                            Squibb 24.4 148.2 19) 176.7 (8) 17.4 INSURANCE-DIVERSIFIED 

5                Bristol-Myers 23.9 172.4 (7) 149.8 (12) 34.7 1                     General Re 201.0 1145.6 ID 3933.9    (1) 2.4 

6 American Home Prods 20.9 123.3 (15) 103.4 (16) 44.6 2      Cincinnati Financial    82.1 580.1 (2) 1350.4    (7) 1.6 
7      Abbott Laboratories 19.6 128.9 114) 126.0 115) 38.3 3     American Intl Group    39.1 437.7 (7) 1202.9    (8) 31.1 
8                              Pfizer 19.4 132.0 (11) 187.2 (7) 40.8 4                              Loews    37.5 433.7 (8) 1066.2 (10) 24.2 
9            Schering-Plough 17.7 134.7 (10) 155.4 (10) 22.1 5                               Safeco    31.3 334.2 HD 899.6 (13) 8.6 

10                           Upjohn 16.9 131.7 (13) 150.2 (ID 20.9 6          American General    26.0 224.9 (14) 1789.5    (3) 17.0 
11                     Genentech 12.8 201.1 (5| 416.7 (1) 1.6 7                                  Aon    20.3 308.7 (12) 934.0 (12) 8.9 
12           Bergen Brunswig 10.5 975.2 HI 270.0 (2) 3.8 8                   Transam erica     19.8 450.2 (6) 1529.1     |4) 17.5 
13            Warner-Lambert 10.2 116.7 (17) 80.7 (17) 33.5 9           Aetna Life & Cas    15.7 546.0 13) 1829.5    (2) 44.5 
14                  Rorer Group 7.8 131.8 (12) 175.7 (9) 7.9 10                            Kemper    13.5 188.9 (15) 727.6 (14) 16.6 
15   SmithKline Beckman 5.9 122.0 (16) 128.8 114) 38.9 11           Old Republic Intl    11.1 239.6 (13) 654.3  (15) 4.6 
16                      McKesson 5.8 418.5 (2) 136.0 (13) 16.9 12            Lincoln National      9.8 486.1 (5) 1393.5    |6) 15.0 
17      National Intergroup -7.8 404.9 (3) 248.2 (31 7.3 13                               Cigna      9.7 368.7 (10) 1150.5    (9) 48.5 

Industry medians 17.7 148.2 175.7 14                         Travelers      2.8 506.3 (4) 1422.2    (5) 37.5 

HEALTH-MEDICAL SUPPLIES 15               Reliance Group      2.5 400.0 (9) 970.0 (11) 9.3 

1                      Medtronic 17.8 137.3 121 132.7 (3) 5.3 Industry medians    19.8 433.7 1202.9 

2   Corning Glass Works 11.3 81.9 (81 111.9 15) 25.9 INSURANCE-LIFE & HEALTH 

3            Bausch & Lomb 10.7 106.9 (5) 132.3 (4) 9.2 1                First Executive 190.3 2836.0 (1)16953.3    (1) 1.1 
4                         CR Bard 9.9 95.6 (6) 67.0 (8) 7.9 2     First Capital Holding    55.1 768.6 (3) 7499.8    (3) 1.0 
5           Hillenbrand Inds 9.2 117.1 (3) 97.3 (7) 7.6 3                              USLife    38.3 690.7 (4) 2238.3    |5) 1.9 
6         Becton Dickinson 8.2 86.4 (7| 107.0 (6) 20.3 4                   UNUM Corp    34.3 559.8 (7) 2069.6    (7) 3.9 
7     Baxter International 6.2 109.3 14) 136.1 (2) 62.8 5           American Family    32.2 687.8 15) 1797.0 (10) 3.4 
8                Henley Group -6.9 151.2 (11 413.6 ID 6.9 6                      Torchmark    29.5 273.4 (121 724.9 (14) 6.1 

Industry medians 9.6 108.1 122.1 7              Capital Holding    23.4 252.6 ,141 1600.4 (12) 8.1 

HEALTH-SERVICES 8                 lefferson-Pilot    22 6 273.1 (13) 931.7  (13) 4.5 

1        Community Psych 12.0 59.1 (4) 81.3 (21 5.9 9            Monarch Capital    16.1 304.1 HD 4237.2    (4| 1.4 

2                         Humana 4.8 74.7 (2) 73.6 (3) 48.0 10     Provident Life & Ace    15.7 485.9 (9) 1843.0    (9) 5.8 

3          National Medical 2.1 48.3 (51 51.3 (5) 71.0 11      Integrated Resources    13.2 402.7 (10) 2112.2    (6) 3.7 

4        American Medical 1.6 61.6 131 67.8 (4) 49.0 12         American Natl Ins    12.6 124.6 (15) 574.3  (15) 7.5 

5      Beverly Enterprises -0.2 18.7 (6) 17.1 (6) 108 0 13                             NWNL    11.4 5 ) (81 1772.2 (11) 2.9 

6           Maxicare Health - 109.9 419.3 HI 163.1 HI 4.4 14                                  ICH      88 594.9 (6) 1916.3    (8) 4.9 

Industry medians 1.9 60.4 70.7 15                         Broad Inc -24 9 2102.9 (2| 12058.1    (2) 0.6 

HEAVY EQUIPMENT Industry medians    22.6 51)0.(1 1916.3 

1                      Caterpillar 10.6 177.0 ID 167.1 ID 58.0 INSURANCE-PROPERTY & CASUALTY 

2      Illinois Tool Works 10.1 138.8 13) 99.3 (31 13.9 1              Argonaut Group 120.2 551.5 (D 2226.0    (1) 0.8 

Deere 7.0 143.3 121 149.7 (21 38.1 2                            Chubb   367 406.2 (3) 994.0    (4) 9.8 

4                Ingcrsoll-Rand 5.4 101.0 15) 83.0 (7| 29.9 3                               Geico    28.9 268.2 (9) 467.2    (9) 6.6 

4                            Norton 5.4 89.2 HO) 68.9 (101 15.8 4                     St Paul Cos    27.0 278.5 (7) 796.4    (6) 13.0 

Staulev Works 5.4 100.5 16) 74.0 (8! 19.0 5                Ohio Casualty    21.7 266.9 (10) 494.8    |8) 5.9 

>per Industries 5.0 95.2 17) 98.0 (41 44.8 6         Hanover Insurance    21.1 277.7 (8) 465.7  |10| 5.7 

8                          Trinova 4.0 87.2 HD 65.0 (HI 22.0 7                            USF&G    20.8 500.6 (2) 1108.6    (31 11.2 

9                        Tiinken 89.4 (9) 91.6 (51 17.4 8               Fireman's Fund    20.1 301.2 (6) 910.0    |5) 12.3 

10            Parker-Hannifin 3.5 77.4 (12) 58.4 (121 31.0 9                      Progressive    18.4 209.2 UD 393.2  |11) 5.9 

11 1.3 92.1 (8) 73.1 (91 19.1 10                   Home Group    10.8 366.1 (4) 1635.6    (21 8.1 

12           Combusti . -8.7 123.5 (4) 90.3 (6) 28.2 11           Continental Corp      0.1 346.8 |5| 784.8    (7) 17.0 

Industry medians 5.2 97.8 86.7 Industry medians    21.1 301.2 796.4 
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That's why our relationship bank- 
ers make your business their business, 
every day. And why First Chicago 
has more specialized industry experts 
than any other bank, we know 
the right talent makes success al- 
most automatic. 

in Retailing, we're known for 
making the big plays: First Chicago 
co-agented the recent Kroger $3.6 
billion management recapitalization 
that successfully restructured the 
company Kroger needed a commit- 
ment in five days - and they got it. 

We followed that with an aggressive 
syndication to 40 banks that was 
funded in less than three weeks. 

in the insurance market, we know 
it takes more than our strength in 
cash management to serve this 
industry today, we have applied our 
expertise to leveraged acquisitions 
and the development of surplus 
relief solutions with commitments 
in excess of $2 billion. You won't find 
a more experienced team at any 
bank, anywhere. 

Our Electric and Gas specialists 

know how to make tough deals done 
deals. As agent and lead manager, 
we were the key players in a relation- 
ship, engineering and syndication 
team that arranged the largest co- 
generation power plant financing 
in history- Consumers Power com- 
pany s $650 million Midland Cogen- 
eration venture. 

For more than a dozen specialized 
industries, we've got the right talent 
at every position. Give us a shot, 
we've earned a reputation for making 
it happen. 

IN CHICAGO, WE PUT OUR REPUTATION 
ON THE UNE EVERY DAY. 

Performance has always been a Chicago tradition. 
FIRST CHICAGO 

.. 



The Forbes 500s-Jobs and Productivity 
-Per employee ($000)- 

Rank 
—   Employees 

Company      Profits     Sales (rank) Assets (rank)      (000) 
 Per employee ($000)    Employees 

Rank Company       Profits     Sales (rank) Assets (rank)      (000) 

LEISURE-ENTERTAINMENT 

1 Warner Commun    30.3        301.0    (1]     329.0    (3) 14.0 

Gulf & Western     19.5        263.8    (2)     887.6    (1) 

United Artists      0.1 51.7    (6)     116.8    (6) 

Columbia Pictures  -17.6        249.1    (3)     634.7    (2] 

Industry medians     12.9        211.7 283.1 

LEISURE-HOTELS & GAMING 

1  Carnival Cruise Lines    32.9 100.5    (1)     175.9    (1) 

Prime Motor Inns      8.7 33.6    (4)     117.8    (2) 

Hilton Hotels      3.6 

Holiday      2.8 

5    Bally Manufacturing       1.2 

Industry medians      3.6 38.4 91.6 

LEISURE-PHOTOGRAPHY 

1 

Fuqua Industries       7.1 71.8    |3)       88.2    (3) 

Polaroid    -1.8        151.1    (1)     158.7    (2) 

Industry medians      7.1        126.3 158.7 

LEISURE-RECREATION 

Brunswick       6.8 115.4    (2)       73.5    (2) 

Outboard Marine       5.5 128.1     (1) 99.5    (1) 

Industry medians       6.2        121.8 86.5 

METALS-NONFERROUS 

1 Battle Mountain Gold   114.1        270.3    (2)     396.1    (3) 

Newmont Mining    62.0        173.9    (7)     459.5    (2) 

Phelps Dodge    43.2        238.8    (4)     283.6    (4) 

AMAX    37.2 197.9 204.5    (6) 

5      Homestake Mining    30.9        168.5    (9)     479.9    (1) 

Asarco     25.7        246.7    (3)     275.9    (5) 

Reynolds Metals     16.6        192.0    (6)     173.5    (9) 

Alcoa     15.1        171.8    (8)     184.9    (8) 

Engelhard       8.5        313.4    (1)     188.4    (7) 

Industry medians     30.9        197.9 275.9 

METALS-STEEL 

1     Wheeling-Pittsburgh     28.7        176.9    (5)     206.4 

Nucor     22.6        218.8    (3)     195.8    (3) 

Allegheny Ludlum     19.7        219.3    (2)     127.8    (8) 

Inland Steel Inds     12.1 197.1     (4)     141.7    (4| 

Bethlehem Steel     11.9 

Worthington Inds     10.6        165.7    (7)       86.0    (9) 

'-mco       5.1 161.0    |8|     139.1    (5) 

Lone Star Tech    -8.1 224.0    (1|   1063.3    (1) 

LTV   -19.4        159.4    (9)     134.1     (7) 

Indu is     11.9 

NAT!,: 

l 

)70.9 139.1 

368.1    (1|     512.1 

20.0 

Walt Disney     16.3        107.1    (5)     164.3    (5)        35.0 

MCA       9.5 174.3    (4)     237.2    (4) 17.4 

16.3 

5.6 

6.0 

8.5 

25.1    (5)       51.8    (4)        36.5 

38.4    (3)       51.5    (5)        41.5 

59.7    (2|       91.6    (3)        31.3 

Eastman Kodak     10.4        126.3    (2)     170.3    (1)      134.9 

13.0 

12.3 

28.5 

12.9 

0.5 

2.9 

9.7 

19.9 

2.1 

8.1 

29.0 

57.0 

7.5 

6.2 

4.9 

5.5 

20.6 

166.8    (6|     135.2    (6)        32.9 

6.0 

20.1 

3.1 

46.0 

4.1 

Peoples Er l\    441.8    (3) 3.4 

3 Kansas Power ft Light I      396.8    (4) 4.5 

4 Southwest Gas 14.5 282.0 (3) 1294.6 (1) 2.8 

industry medians 21.0 307.1 477.0 

NATURAL GAS-INTEGRATED 

1 Consol Natural Gas 25.7 329.2 (1] 548.1 (1) 7.5 

2 Arkla 18.7 318.7 (2) 524.5 (2) 6.3 

3 Columbia Gas System 11.1 290.8 (3) 524.3 (3) 10.8 

4 Pacific Enterprises 6.5 173.3 (5| 200.6 (4) 34.2 

5 Enserch -14.2 180.0 (4) 195.2 (5) 15.2 

Industry medians 11.1 290.8 524.3 

NATURAL GAS-PRODUCERS & PIPELINERS 

1 Williams Cos 25.6 437.4 (3) 932.5 (2) 3.8 

2 Sonat 20.4 335.5 (6) 756.3 (4) 4.2 

3 Enron 19.7 865.7 (1) 1318.8 ID 6.6 

4 Texas Eastern 17.5 364.5 (5) 570.1 (6) 9.6 

5 Transco Energy -15.9 575.3 (2| 731.5 (5) 4.8 

6 Panhandle Eastern -50.8 372.7 (4) 878.2 (3) 3.4 

Industry medians 18.6 405.0 817.3 

PACKAGING 

1 Longview Fibre 29.2 202.9 HI 191.8 (3) 3.4 

2 lefferson Smurfit 18.8 163.0 (5) 106.1 (5) 7.7 

3 Temple-Inland 18.1 190.8 (3| 306.4 (1) 11.0 

4 Stone Container 17.3 189.5 (4) 121.3 (4) 19.8 

5 International Paper 15.7 198.6 (2) 197.1 (2) 48.0 

6 Crown Cork & Seal 7.5 147.2 (6) 86.1 (6) 12.5 

7 Sonoco Products 6.6 110.1 (7) 67.3 (7) 14.5 

Industry medians 17.3 189.5 121.3 

PAPER 

1 Consolidated Papers 33.7 201.3 (4) 209.8 (4) 4.5 

2 Bowater 32.9 282.1 (1) 376.1 (1) 5.0 

3 Federal Paper Board 25.8 201.3 (4) 240.6 (2) 5.6 

4 PH Glatfelter 23.9 165.3 (9) 192.5 (7) 3.4 

5 Willamette Inds 17.9 190.8 (6) 159.0 (12) 9.0 

6 Gt Northern Nekoosa 17.4 183.1 (7) 195.0 (6) 19.6 

7 Mead 17.0 215.1 (2) 170.6 (10) 20.8 

8 Union Camp 16.1 144.8 (13) 168.4 (11) 18.4 

9 Potlatch 15.6 150.9 (ID 197.3 (5) 7.2 

10 Champion Intl 14.9 167.9 (8) 219.3 (3) 30.6 

11 Boise Cascade 14.4 204.3 (31 180.2 (8) 20.0 

11 Westvaco 14.4 148.7 (12) 179.1 (9) 14.7 

13 James River Corp Va 6.5 152.0 (10) 146.0 (13) 37.0 

Industry medians 17.0 183.1 192.5 

RETAILING-APPAREL 

1 Nordstrom 4.9 93.1 (2) 60.5 (2) 25.0 

2 Limited 4.6 76.2 13) 40.1 (3) 53.5 

3 Gap 4.2 70.5 (5) 27.1 (6] 17.8 

4 Melville 3.8 72.5 (4) 29.2 (5) 93.5 

5 Brown Group 0.3 58.8 (6| 25.1 (7) 29.0 

6 US Shoe 0.1 56.8 (7) 29.9 (4) 40.0 

7 Zayre -8.4 96.0 (1) 73.1 (1) 20.0 

Industry medians 3.8 72.5 29.9 
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INTRODUCING 
A COMPLETELY 
DIFFERENT 
MERCURY COUGAR. 

We did more than give Cougar a 
sleek, new exterior. Much more. 
We gave it a longer wheelbase 
for a more comfortable ride. And 
an all-new suspension design 

with a lower, wider stance for greater stability and control. 
Plus new, speed-sensitive variable-assist power steering for 
improved road "feel" and control at highway speeds. Inside, 
it was obviously designed by people who know that cars are 
for driving. Experience the comfort and control of a Mercury 
Cougar at your Lincoln-Mercury dealer today. For more 
Cougar information, call 1-800-822-9292. 

MERCURY 

LINCOLN 

LINCOLN-MERCURY DIVISION C^w£>       Buckle up-together we can save lives     QHfl.llty IS JOP 1. 
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At Daewoo, high technology is part of 

our very chemistry. Like the develop- 

ment of a dioxin-free germicide for 

cosmetics and pharmaceuticals, 

which has helped make vanity just a 

little less dangerous. But chemistry 

isn't the only thing that makes 

Daewoo so attractive. The same 

technical talent is applied to aero- 

nautics and automotives, construction 

and shipbuilding, electronics and 

telecommunications. For informa- 

tion on how Daewoo's high-tech 

expertise could make your company 

look its best, call 212-909-8200. 

DAEWOO 

THAT'S 
WHO! 



The Forbes 500s-Jobs and Productivity                     1 
■^  

 Pei 
Rank                Company      Profits 

employee ($000)  
Sales (rank) Assets ( tank) 

Employees                                                        Pet 
(000)               Rank                Company      Profits 

employee ($000)  
Sales (rank) Assets (rank) 

Employees 
(000) 

RETAILING-DEPARTMENT STORES 7                 Pitney Bowes       8.5 92.4 (10| 166.9 (8) 28.7 

1         Mercantile Stores      6.6 103.0 12] 65.8 (5| 22 0 8             Automatic Data        8.1 73.5 112) 72.4 (12) 22.0 

2      Dillard Dept Stores      4.9 110.7 ID 89.4 (2) 23.1 9      Avery International      6.6 134.9 (8) 95.4 (9) 11.7 

3                     IC Penney      4.4 82.5 (5] 66.1 (4) 185.5 10                     PHH Corp      5.4 384.5 |2| 961.2 (2) 4.5 

4           General Cinema      4.0 91.5 14] 79.0 (3) 26.0 11     Esselte Business Sys      4.5 107.5 19) 82.3 UD 13.0 

5          May Dept Stores      3.6 79.6 (61 55.2 (6) 147.5 12                              Xerox       3.4 145.8 17) 234.5 (5) 112.8 

6             Sears, Roebuck       1.8 98.4 (3) 152.7 (D 510.5 13                  Kinder-Care      2.1 45.6 113) 291.9 13) 20.5 

7      Carter Hawley Hale       0.2 77.4 17) 54.0 17) 35.0 Industry medians       8.5 145.8 195.8 

Industry medians      4.0 91.5 66.1 SURFACE TRANSPORTATION-RAILROADS 

RETAILING-DISCOUNT & VARIETY 1          Norfolk Southern     18.1 127.2 15) 286.8 (2) 35.1 

1           Wal-Mart Stores      4.4 107.8 (2) 36.7 (5) 191.5 2                 Union Pacific     13.6 128.4 14) 258.7 13) 47.3 

2                            K mart       2.3 80.4 (5) 35.4 (6) 342.5 3                               CNW     11.0 116.4 (6| 202.0 16) 8.6 

3              FW Wool worth       2.2 62.9 (81 27.5 17) 128.5 4         Consolidated Rail      9.4 107.1 (7) 221.6 15) 32.6 

4            Dayton Hudson      2.1 90.4 (3) 48.3 (2) 135.0 5    Burlington Northern      6.4 145.0 (2) 195.4 17) 32.4 

5                   Fred Meyer      2.0 112.1 ID 37.1 (4) 18.5 6                                 CSX       2.7 140.7 (3) 241.4 (4) 54.0 

6         Ames Dept Stores       1.3 90.3 [4] 57.2 ID 37.2 7        Santa Fe Southern    -2.3 153.6 ID 333.5 ID 20.5 

7                Rose's Stores      0.8 73.9 (6! 22.4 181 19.5 Industry medians      9.4 128.4 241.4 

8          Hills Dept Stores       0.5 71.9 17) 38.7 131 23.2 SURFACE TRANSPORTATION-SHIPPING 

Industry medians      2.0 85.3 36.9 1   Alexander & Baldwin     42.5 209.0 (2) 336.7 12) 3.2 

RETAIUNG-DRUGS 2      American President     19.2 502.4 ID 403.2 ID 4.2 

1         Longs Drug Stores       4.6 157.8 ID 41 6 (21 12.2 Industry medians     30.9 355.7 369.9 

2                        Rite Aid      4 0 113.9 (2) 58.6 HI 24.1 SURFACE TRANSPORTATION-TRUCKING & LEASING 

3                        Walgreen       2 8 104.5 13) 34.3 13] 47.6 1       Consol Freight ways       4.1 96.6 (2| 55.2 (2) 27.9 

Industry medians      4.0 113.9 41.6 2                Ryder System      3.1 116.5 ID 139.9 ID 43.2 

RETAILING-MISCELLANEOUS 3          Roadway Services       2.7 74.1 (3) 40.4 (31 29.5 

1                         Price Co     10 6 446.1 ID 105.2 (2) 1 (i J 4       Yellow Freight Sys      2.5 74.1 (3| 37.5 (4) 27.2 

2       Circuit City Stores      9.6 246.4 (31 104.4 (31 6.6 Industry medians       2.9 85.3 47.8 

3                            Tandy      8.5 105.1 (10] 75.7 (8) 38.0 TELECOMMUNICATIONS-CARRIERS 

4                  Toys "R" Us       8.1 120.5 18) 77.0 (7) 33.2 1          Citizens Utilities     46.2 186.4 (3) 629.7 (31 1.6 

5                          Spiegel       7.7 188.6 14] 162.3 (D 7.4 2 MCI Communications     22.4 322.8 ID 367.1 |4| 15.9 

6                 Home Depot      6.8 176.2 IS] 61.6 (10) 11.4 3                Pacific Telesis     16.8 134.0 (9) 299.4 (81 70.8 

7        Sherwin-Williams      6.2 120.0 19) 77.4 16) 16.3 4                      BellSouth     16.7 136.7 (7) 286.2 (10) 99.5 

8                    Lowe's Cos       4.7 170 4 16) 73.5 19) 14,S 5                              Alltel     16.6 141.7 16) 285.6 UD 7.5 

9                   McDonald's       3.8 32.7 HD 4H  ? 111] 169.0 6                         US West     16.4 133.4 (10) 324.2 (5) 69.1 

10    Service Merchandise       3.7 150.9 17) 83.4 (5) 20.5 7                  Bell Atlantic     16.3 134.4 18) 305.4 (7) 81.0 
11          Costco Wholesale       2.4 365.6 12] 92.1 14) 6.0 8         Southwestern Bell     16.1 128.0 113) 317.9 (6) 66.0 

Industry medians       6.8 170.4 77.4 9                      Ameritech     15.9 127.1 114) 245.9 (15) 77.9 

SERVICES & RELATED PRODUCTS-INDUSTRIAL 10                             Nynex     13.6 131.4 (12) 263.4 (13) 96.4 

1      Waste Management     13.8 1059 13) 144.9 ID 33.7 11             United Telecom     13.5 1722 IS] 260.4 (14) 37.7 

2    Browning-Ferris Inds     11.9 109.4 12) 117.7 121 19.9 12              Cincinnati Bell     12.5 109 S (17) 185.8 (181 6.7 

Millipore       9.9 112.7 ID 104.4 13) 5.5 13                             Contel     12.4 133.3 (ID 263.8 (12) 22.2 

Ogden       15 25.2 |4| 58.7 |4| 37.5 14 So N England Telecom     11.4 115.7 (16) 224.1 116) 13.7 

10.9 107.7 111.1 15                           Centel      9 8 84.9 (191 291.0 19) 12.9 

-ODUCTS-OFFICE 16                                GTE       7.7 102.9 118) 194.4 (17) 160.0 

1                                           T6 1 

2 

3 

1055.5 HI 2923 9 ID 13 17     American Tel & Tel    -5.5 116.0 (15) 115.8 (19) 303.6 

18        Metro Mobile CTS -114 7 WON 121 668.6 (2) 0.4 
311.7 13) 262.4 14) 2.3 

19            McCaw Cellular-165.0 172.7 (4) 1153.2 (D 1.8 
141 195.8 17) 1.6 

4    ( 161 218.1 16) 5.3 Industry medians     13.6 133.4 286.2 

5 94.5 (10) 16.2 
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Both come with 
a service guarantee. 
One will strengthen 

your business. 
Phone 

The machine on the left will 
define your triceps and develop 

your biceps. But it can't build 
your business. 
The AT&T Worldwide Intelligent 

Network can carry more than 80 
million calls a day. Over 3 million 
an hour. That's the kind of strength 
that your business can depend on. 
In fact, AT&T is the most reliable 
long distance carrier available, and 
gives you a service guarantee. 

When you're on the road, now 
more than ever, it pays to choose 
AT&T. Then you're assured immedi- 
ate credit for misdialed numbers, 
low prices, uncompromising sound 
quality, 24-hour service, efficient 
operators, and the ability to call 
anywhere in the world. 

So, if you want a service 
guarantee, make sure you hear 
"Thank you for using AT&T." It'll 
help build your business. 

We're here to help. For assistance, 
call 1 800 222-0300. 

AT&T 
The right choice. 



Ranking   he Forbes 500s 
. 

This cross-reference lists all 778 compa- 
nies that show up on at least one of the 
Forbes 500 rosters. 

AMP, A MANUFACTURER OF electrical connectors, is a 
leader in its markets. With 1988 earnings of $319 

■ million, it ranks 162nd on the Forbes Profits 500. Its 
revenues of $2.7 billion put it in the 304th position on the 
Forbes Sales 500. And finally, Wall Street also has a high 
opinion of AMP. The Harrisburg, Pa.-based corporation has a 
market value of $4.8 billion, which is good enough to make 
it the 100th company in the Forbes Market Value 500. When 
it comes to assets, however, AMP'S $2.4 billion do not meet 
the minimum requirement for our Assets 500 table of $2.6 
billion. 

The point is this: A single measure of size is bound to leave 
off important businesses, AMP is not one of the biggest com- 
panies as measured by assets. A host of others, especially 
financial companies, qualify for the assets table but none of 

the other three tables. The Profits 500 leaves off AT&T, which 
is ranked 4th in market value and 9th in sales but lost money 
in 1988. 

This cross-index lists all 778 companies that made it onto 
at least one of the four main tables. It includes 52 companies 
that did not appear on one of the Forbes 500 lists last year. E- 
Systems, for example, a growing electronics and defense firm, 
worked its way onto the Sales 500 with revenues of $1. 
billion. 

All 778 companies appear in the roster of employment and 
productivity, which begins on page 216, and the stock market' 
report, which starts on page 294. Reports on the 500 largest! 
firms begin on the following pages: Sales, 178; Profits, 184-. 
Assets, 198; and Market Value, 208. Rules and definitions for' 
the measurements can be found on page 174. 

Company 
Assets 
(Smil) 

Sales 
(Smil) 

Market 
value 
(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 

(Smil) 

Number 
employed 

(thou) Assets 
Market 

Sales          value 
Net 

profits 

323 160             37 58 Abbott Laboratories 4,825 4,937 10,821 7S2.() 1,022.9 38.3 

11 16             88 63 Aetna Life & Casualty 81,415 24,296 5,303 698.9 780.3 44.5 

■ ■              196 ■ Affiliated Publications 425 534 2,614 -80.9 -56.7 4.2 

30 226           323 252 HF Ahmanson 40,258 3,517 1,617 202.8 299.9 11.0 

447 319           233 233 Air Products & Chemicals 3,136 2,487 2,263 219.5 478.3 12.7 

113           206 294 Albertson's I 591 6,773 2,531 162.5 250.9 46.5 

203           389 287 Alco Standard 1,531 3,871 1,326 166.3 214.9 16.2 

■             491 ■ Alexander & Alexander Services 2,609 1,228 949 65.0 127.6 16.5 

■             330 332 Alexander & Baldwin 1,070 665 1,578 135.1 182.7 3.2 

■               ■ 394 Allegheny Ludlum 704 1,208 674 108.6 128.5 5.5 

358 357           268 250 Allegheny Power System 4,334 2,170 1,949 205.1 370.8 5.8      • 

163 47             99 104 Allied-Signal 10,005 11,909 4,809 463.0 879.0 112.4 

334 355 Alltel 2,153 1,068 1,534 125.0 279.6 7.5 

■ ■ Altus Bank 2,774 274 21 -22.9 -17.3 1.5 

40 Aluminum Co of America 10,538 9,795 4,944 861.4 1,506.7 57.0 

60 AMAX 4,076 3,944 1,909 740.9 938.1 19.9 

128 

251 

■ Not on 500 

7      Amdahl 1,931 1,802 2,153 213.8 326.2 8.0 

5K      Amerada Hess 5,372 4,206 2,582 124.2 565.6 8.2 

American Brands 12,201 7,236 6,118 580.0 791.9 46.0 

lican Capital 6,403 639 51 3.8 16.7 2.1 
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mwB ■J 1 . 

-Where the) 

Sales 

r rank- 198ft- 

Company 
Assets 
(Smil) 

Sales 
(Smil) 

Market 
value 
(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 

(Smil) 

Number 
employed 

(thou) Assets 
Market 
value 

Net 
profits 

230 ■ ■ ■ American Continental 6,944 696 113 -39.1 -25.6 2.2 

341 173 122 170 American Cyanamid 4,593 4,592 4,188 305.6 305.6 34.9 

114 163 90 74 American Electric Power 14,262 4,841 5,274 626.8 1,112.5 22.9 

4 17 35 34 American Express 142,704 22,934 11,097 1,038.5 1,038.5 92.2 

261 337 434 392 American Family 6,074 2,325 1,115 108.9 108.9 3.4 

44 205 138 113 American General 30,422 3,823 3,668 442.0 442.0 17.0 

338 145 31 37 American Home Products 4,611 5,501 12,164 932.2 1,073.9 44.6 

33 37 36 21 American International Group 37,409 13,613 11,074 1,217.0 1,217.0 31.1 

432 262 449 500 American Medical International 3,323 3,017 1,071 76.5 297.0 49.0 

362 ■ ■ 440 American National Insurance 4,303 934 841 94.2 104.4 7.5 

■ 308 ■ 338 American Petrofina 2,356 2,635 908 132.9 317.6 3.2 

■ 364 ■ 486 American President Cos Ltd 1,711 2,131 576 81.3 169.0 4.2 

343 ■ ■ ■ American Savings Bank FSB 4,536 403 77 33.3 44.6 1.2 

224 24 306 425 American Stores 7,112 18,478 1,738 98.3 358.6 153.3 

36 9 4 ■ American Telephone & Telegraph 35,152 35,210 30,868 -1,669.0 2,021.0 303.6 

337 ■ ■ ■ AmeriFirst Bank 4,629 437 203 -8.5 5.2 2.1 

85 66 28 19 Ameritech 19,163 9,903 12,888 1,237.4 2,994.8 77.9 

150 ■ ■ 408 Ameritrust 10,738 1,052 775 103.5 103.5 5.9 

■ 233 ■ ■ Ames Department Stores 2,130 3,363 525 47.2 97.2 37.2 

45 18 10 10 Amoco 29,919 21,150 19,390 2,063.0 4,381.0 50.1 

■ 304 100 162 AMP 2,376 2,670 4,781 319.1 477.6 23.1 

168 79 163 98 AMR 9,722 8,824 3,173 476.8 1,029.6 67.9 

195 ■ ■ 490 AmSouth Bancorporation 8,313 797 551 79.8 93.5 4.9 

■ ■ 387 ■ Anadarko Petroleum 1,490 333 1,335 39.8 163.5 0.7 

192 ■ ■ ■ Anchor Savings Bank FSB 8,402 750 127 -7.4 31.6 3.5 

225 77 45 62 Anheuser-Busch Cos 7,110 8,924 8,927 715.9 1,074.9 41.6 

197 296 297 271 Aon 8,266 2,732 1,775 179.5 232.0 8.9 

429 ■ ■ ■ Apple Bank for Savings 3,337 296 141 24.3 30.4 1.2 

■ 178 95 121 Apple Computer 2,276 4,434 4,958 419.3 503.6 9.0 

324 98 135 140 Archer-Daniels-Midland 4,817 7,379 3,715 364.4 565.1 9.8 

■ ■ ■ 417 Argonaut Group 1,885 467 453 101.8 101.8 0.8 

■ ■ ■ 291 Aristech Chemical 676 1,065 664 164.5 196.9 1.7 

435 392 313 372 Arkla 3,285 1,996 1,699 117.3 253.2 6.3 

487 244 ■ 418 Armco 2,788 3,227 878 101.3 191.8 20.1 

■ 303 322 293 Armstrong World Industries 2,098 2,680 1,619 162.7 271.9 25.9 

■ 393 427 246 Asarco 2,223 1,988 1,150 207.2 265.9 8.1 

360 93 267 210 Ashland Oil 4,322 7,860 1,961 239.6 505.2 39.7 

204 ■   ' ■ ■ Atlantic Financial Federal 7,940 753 18 -32.0 -2.7 2.2 

1   74 27 24 14 Atlantic Richfield 21,514 17,626 13,865 1,583.0 3,436.0 26.5 

■ 449. 183 276 Automatic Data Processing 1,593 1,617 2,874 178.2 296.1 22.0 

■ 460 473 495 Avery International 1,119 1,582 1,003 77.7 122.8 11.7 

■ 399 ■ ■ Avnet 1,100 1,934 793 50.7 81.1 9.8 

■ 257 455 ■ Avon Products 2,460 3,063 1,051 ^t24.5 -359.6 28.5 

■ 333 318 ■ Baker Hughes 2,100 2,336 1,660 58.1 176.6 21.3 

480 408 ■ ■ Bally Manufacturing 2,867 1,867 593 38.0 175.0 31.3 

428 ■ ■ ■ Baltimore Bancorp 3,340 275 160 1.8 9.0 1.1 

309 409 210 171 Baltimore Gas & Electric 5,126 1,864 2,468 303.4 502.9 8.8 

61 295 181 154 Banc One 25,274 2,735 2,876 340.2 398.9 16.9 

279 ■ ■ ■ Banco Popular de Puerto Rico 5,707 552 355 47.4 60.0 4.5 

244 ■ ■ ■ Bancorp Hawaii 6,635 583 560 74.9 87.7 3.5 

■ Not or 500 list. 
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Vision. 

With the insight it takes to turn an investment opportunity into a 
reality, Van Kampen Merritt sparks a wide variety of public and 
private ventures to life. Our Capital Market Group provides 
responsive, cost-efficient financing for projects, big and small. We 
can bring to bear an impressive capital base and the considerable 
resources of Xerox Financial Services. Yet, we remain accessible to 
our clients throughout every phase of a transaction. It's made us 
one of the fastest growing investment firms in the nation. Contact 
us about your financing needs. 

Van Kampen Merritt Capital Markets Group 
Lisle, IL 1-800-225-2222 • Philadelphia, PA 1-800-523-4556 

Van Kampen Merritt 
A XEROX Financial Services Company 

Investing with a sense of direction® 



Ranking The Forbes 500s 
-Where the) 

Sales 

rank- 198ft- 

Company 
Assets 
(Smil) 

Sales 
(Smil) 

Market 
value 
(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 

(Smil) 

Number 
employed 

(thou) Assets 
Market 
value 

Net 
profits 

■ ■ 488 ■ Bandag 315 491 953 69.8 85.4 2.3 

35 150 319 159 Bank of Boston 36,061 5,296 1,641 322.3 384.3 19.9 

39 246 336 185 Bank of New England 32,200 3,197 1,522 281.7 364.9 17.3 

24 309 226 238 Bank of New York 47,388 2,620 2,342 213.0 272.4 10.9 

321 ■ ■ ■ Bank South 4,881 482 337 43.4 58.2 3.1 

8 62 158 84 BankAm erica 94,647 10,181 3,2^0 547.0 760.0 56.6 

20 127 185 68 Bankers Trust New York 57,942 5,851 2,839 647.7 734.5 12.5 

481 ■ ■ ■ BanPonce 2,842 296 141 20.9 26.8 2.2 

■ ■ 398 493 CRBard 531 758 1,296 78.7 102.2 7.9 

59 312 254 227 Baraett Banks 25,748 2,546 2,040 226.4 311.1 17.9 

■ ■ 499 ■ Battle Mountain Gold 206 141 918 59.4 67.9 0.5 

■ ■ 399 429 Bausch & Lomb 1,211 978 1,293 97.9 138.6 9.2 

188 110 115 130 Baxter International 8,550 6,861 4,327 388.0 723.0 62.8 

175 ■ ■ 455 BayBanks 9,496 917 689 88.5 112.7 5.7 

356 ■ ■ ■ BB&T Financial 4,377 412 323 38.7 43.8 2.9 

32 375 462 253 Bear Stearns Cos 37,901 2,078 1,036 199.2 199.2 5.9 

■ 427 252 288 Becton Dickinson 2,166 1,749 2,045 165.1 279.1 20.3 

63 51 22 16 Bell Atlantic 24,729 10,880 14,013 1,316.8 3,670.8 81.0 

52 38 12 13 BellSouth 28,472 13,597 18,504 1,665.5 4,347.6 99.5 

215 487 482 401 Beneficial Corp 7,535 1,418 971 105.0 148.6 6.7 

287 ■ ■ ■ Benj Franklin Federal S&L 5,469 525 34 11.5 26.7 1.6 

■ 210 ■ ■ Bergen Brunswig 1,033 3,730 420 40.1 49.7 3.8 

236 335 84 124 Berkshire Hathaway 6,817 2,333 5,386 399.3 429.1 20.0 

347 146 308 127 Bethlehem Steel 4,449 5,489 1,734 391.6 725.2 32.9 

■ Not or 500 list. 

Call toll-free  1-800-447-4700 \Ve are the competition. • i 
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Ranking The Forbes 500s 

Assets 

-Where they rank: 1988  
Market Net 

Sales value        profits Company 

Market Net Cash 
Assets Sales value profits flow 
(Smil) ISmil) (Smil) (Smil) (Smil) 

■ 385 ■ ■ Beverly Enterprises 1,844 2,025 338 -23.9 64.7 108.0 

■ 330 379 405 Black & Decker 1,929 2,374 1,357 104.3 198.1 20.3 

■ ■ 346 452 H&R Block 485 835 1,487 90.2 117.1 3.5 

110 ■ 460 ■ Boatmen's Bancshares 14,676 1,378 1,043 69.8 104.4 8.9 

122 30 43 77 Boeing 12,608 16,962 9,290 614.0 1,155.0 147.3 

404 190 282 178 Boise Cascade 3,610 4,095 1,853 289.1 476.7 20.0 

350 104 114 166 Borden 4,440 7,244 4,379 311.9 484.8 45.4 

485 ■ ■ 474 Boston Edison 2,817 1,203 625 84.2 208.5 4.5 

■ 488 480 292 Bowater 1,880 1,410 981 164.3 262.3 5.0 

302 121 25 44 Bristol-Myers 5,190 5,973 13,021 829.0 956.9 34.7 

245 ■ ■ ■ Broad Inc1 6,632 1,157 NA -13.7 -13.7 0.6 

■ 325 321 Brown-Forman 1,048 1,048 1,612 142.2 173.3 6.1 

434 ■ ■ Brown Group 728 1,707 547 8.3 34.8 29.0 

356 129 212 Browning-Ferris Industries 2,337 2,172 4,060 235.7 469.7 19.9 

379 ■ ■ Bruno's 631 2,063 836 44.5 75.2 17.0 

239 352 259 Brunswick 2,092 3,282 1,461 193.1 341.0 28.5 

254 171 74 247 Burlington Northern 6,330 4,700 5,892 207.2 567.3 32.4 

286 359 98 ■ Burlington Resources 5,589 2,167 4,881 72.1 316.2 7.0 

■ 424 463 ■ Cabot 1,641 1,770 1,025 67.7 174.5 5.2 

54 282 ■ 335 CalFed 27,482 2,816 549 134.8 252.5 6.6 

377 152 126 197 Campbell Soup 4,100 5,269 4,073 258.8 443.5 48.4 

260 166 60 132 Capital Cities/ABC 6,089 4,773 6,520 387.1 546.9 19.9 

118 382 349 262 Capital Holding 12,963 2,046 1,470 189.9 212.7 8.1 

■ ■ 247 257 Carnival Cruise Lines 1,049 600 2,086 196.4 223.9 6.0 

■ Not on 500 list Excludes operations of Kaufman & Broad Home spun off on 3/7/89; market value not available. 
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iSmill 

Number 
employed 
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Net 
profits 

217 342 173 256 Carolina Power & Light 7,504 2,273 3,004 196.8 536.7 9.2 

■ 298 ■ ■ Carter Hawley Hale Stores 1,889 2,708 190 6.3 59.1 35.0 

■ 321 316 383 Castle & Cooke 1,920 2,469 1,672 112.3 153.3 40.5 

169 61 61 76 Caterpillar 9,686 10,255 6,452 616.0 1,050.0 58.0 

353 287 131 26 CBS 4,407 2,778 4,024 1,153.0 1,210.4 7.5 

391 ■ 277 353 Centel 3,753 1,095 1,883 126.3 307.1 12.9 

140 383 275 ■ Centerior Energy 11,573 2,038 1,901 -102.1 162.7 9.0 

■ 430 ■ ■ Centex 1,045 1,730 427 31.9 42.6 4.4 

203 318 171 158 Central & South West 8,110 2,512 3,020 324.0 599.0 8.7 

376 ■ ■ ■ Central Bancshares of the South 4,109 401 314 41.0 54.9 2.5 

330 ■ ■ ■ Central Fidelity Banks 4,731 444 434 49.5 58.9 3.2 

■ ■ ■ 463 Central Illinois Public Service 1,678 616 "-60 86.2 149.0 2.7 

159 ■ ■ ■ CenTrust Savings Bank 10,165 959 50 6.5 29.1 2.8 

241 155 167 106 Champion International 6,700 5,129 3,065 456.4 716.0 30.6 

7 43 207 31 Chase Manhattan 97,455 12,365 2,523 1,058.9 1,351.6 42.0 

16 97 263 57 Chemical Banking 67,349 7,549 1,986 753.6 913.6 27.9 

37 15 16 11 Chevron 33,968 25,196 15,651 1,768.0 4,310.0 52.7 

23 8 71 32 Chrysler 48,562 35,473 5,993 1,050.2 2,206.5 130.2 

167 198 223 141 Chubb 9,741 3,980 2,357 359.6 380.3 9.8 

21 26 136 99 Cigna 55,825 17,889 3,704 472.2 472.2 48.5 

■ ■ 376 472 Cincinnati Bell 1,253 738 1,361 84.3 199.1 6.7 

■ ■ ■ 346 Cincinnati Financial 2,117 910 854 128.7 136.0 1.6 

425 500 393 226 Cincinnati Gas & Electric 3,361 1,386 1,312 226.9 316.0 4.7 

■ 248 ■ ■ Circle K 1,871 3,188 494 52.5 134.9 22.8 

■ Not or 500 list 

an 

Wrrivm 

A REMINDER OF HOW MANY THINGS 
GROW NATURALLY FROM THE CENTER 

Just as things in nature expand and grow from the center, business 
expands naturally from Missouri. 

We're the geographic and population center of the country. At the 
crossroads of ten interstate highways, the second and third largest rail 
terminals in the country, and the second largest inland waterway. 

Add to that a manufactunng climate ranked No. 2 in the nation, and 
you begin to see why the Big Three auto makers, Buder Manufacturing, 
and over 350 other Fortune 500 companies are located in Missouri. 

If you're a manufacturer, write or call us toll-free today. You'll find 
that when it comes to business, Missouri's the natural choice. 

_   Missouri 
        Advantage 
  1-800-523-1434 

Name  

Company/Title. 

Address  

City  . State Zip. 

Mail to: The Missouri Advantage. PO. Box U8. Jefferson City. MO 65102 6628-F 
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(Smil) 
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Market 
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(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 

(Smil) 

Number 
employed 

(thou) Assets 
Market 
value 

Net 
profits 

■ 448 ■ ■ Circuit City Stores 686 1,619 799 63.0 78.9 6.6 

336 ■ ■ ■ Citadel Holding 4,642 384 114 24.1 28.2 0.8 

1 12 47 12 Citicorp 207,666 32,024 8,256 1,698.0 2,397.0 89.5 

76 371 335 248 Citizens & Southern 21,098 2,090 1,524 206.3 278.8 13.6 

342 ■ ■ ■ Citizens Savings Financial 4,576 301 37 14.3 19.4 1.0 

■ ■ 291 ■ Citizens Utilities 1,013 300 1,813 74.2 104.4 1.6 

363 ■ ■ ■ City National 4,296 371 589 49.3 58.5 2.1 

152 ■ ■ ■ CityFed Financial 10,585 1,047 65 -22.2 11.6 4.6 

■ ■ 310 324 Clorox 1,161 1,354 1,715 138.5 184.0 4.7 

196 269 259 189 CMS Energy 8,305 2,943 2,006 271.6 533.7 10.1 

■ ■ ■ 439 CNW 1,727 995 413 94.2 148.2 8.6 

121 ■ ■ ■ Coast Savings & Loan Association 12,647 1,110 193 47.8 68.4 2.3 

206 88 255 302 Coastal Corp 7,865 8,237 2,039 157.4 469.1 18.4 

218 84 15 33 Coca-Cola 7,451 8,338 15,832 1,044.7 1,214.5 18.1 

335 202 260 308 Coca-Cola Enterprises 4,669 3,874 1,993 152.6 378.2 23.5 

440 168 159 163 Colgate-Palmolive 3,218 4,734 3,246 317.8 399.8 24.7 

486 ■ ■ ■ Colorado National Bankshares 2,811 312 134 10.6 21.3 2.7 

285 252 332 369 Columbia Gas System 5,641 3,129 1,567 119.0 331.8 10.8 

410 498 380 ■ Columbia Pictures Entertainment 3,535 1,387 1,356 -97.8 602.2 5.6 

120 ■ ■ ■ Columbia Savings & Loan Association 12,744 1,302 143 65.0 73.1 1.0 

■ 229 447 ■ Combustion Engineering 2,546 <4h4 1,078 -245.2 -135.1 28.2 

■ ■ 431 ■ Comcast 1,609 412 1,130 -19.7 74.4 3.0 

396 ■ ■ 435 Comdisco 3,687 1,331 868 96.0 502.0 1.3 

146 ■ ■ 384 Comerica 11,145 1,043 719 112.0 132.2 6.1 

289 ■ ■ ■ Commerce Bancshares 5,444 479 405 49.0 63.4 3.6 

232 ■ ■ ■ Commercial Federal 6,883 613 56 1.4 26.5 1.4 

82 138 56 61 Commonwealth Edison 20,196 5,613 6,979 737.5 1,693.9 17.9 

■ ■ 445 ■ Community Psychiatric Centers 478 347 1,086 70.8 82.0 5.9 

■ 378 231 198 Compaq Computer 1,590 2,066 2,298 255.2 304.2 5.1 

■ ■ 205 320 Computer Associates International 1,156 925 2,537 142.4 212.5 5.3 

382 60 228 280 ConAgra 3,994 10,295 2,323 171.7 263.1 42.6 

171 156 89 78 Consolidated Edison 9,552 5,109 5,301 599.3 907.4 20.2 

■ 300 410 379 Consolidated Freightways 1,536 2,689 1,244 113.2 229.4 27.9 

375 322 152 261 Consolidated Natural Gas 4,109 2,468 3,328 192.9 435.5 7.5 

■ ■ 340 312 Consolidated Papers 935 897 1,504 149.9 195.0 4.5 

.M'; 228 230 169 Consolidated Rail 7,224 3,490 2,313 306.0 577.0 32.6 

270 268 162 187 Contel 5,865 2,964 3,197 276.1 743.9 22.2 

43 263 ■ 164 Continental Bank 30,578 3,012 844 315.8 347.3 8.9 

116 125 304 ■ Continental Corp 13,302 5,878 1,745 0.9 50.5 17.0 

■ 213 ■ ■ Control Data 2,534 3,628 820 1.7 196.0 34.0 

I ,.' 183 188 229 Cooper Industries 4,384 4 2 58 2,737 224.4 379.1 44.8 
■ 470 ■ ■ Adolph Coors 1,571 1,522 733 46.9 157.4 10.2 

■ 

326 272 CoreStates Financial 16,431 1,630 1,594 179.5 229.9 8.0 

165 176 Corning Glass Work* 2,898 2,122 3,082 292.4 446.3 25.9 
■ ■ Costco Wholesale 552 2,194 391 14.5 23.6 6.0 

252 

179 CPC International 3,342 4,700 4,064 289.1 470.3 31.8 

103 Cray Research 991 756 1,777 156.6 239.9 4.8 

1 ( restai Financial 10,408 1,013 678 86.7 119.2 5.8 

ssl.and Savings FSB 15,144 1,365 239 104.8 148.8 3.5 
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Your search for excellence is over! 
Uniforce Temporary Personnel... 
...like a flame in the darkness, sheds light on your search 
for excellence by providing payroll-cost controls, 
staffing flexibility and increased productivity. 

Across America, individually owned 
Uniforce offices will brighten your day     ^ 
by helping you with the planned 
use of performance-guaranteed, 
temporary personnel in hundreds 
of skill categories. 

Uniforce personnel profes- 
sionals are waiting for your call 
to help you custom match our 
quality temps to your exact 
needs...one or one hundred 
for a day, a week, a month 
or longer. Excellence at 
a moment's notice! i 

uni force 
temporary services 

Franchises available in select areas for qualified candidates. For information call (516)437-3300. 

© Uniforce 1986 



"Management must guide the forces of change..." 
— John W. Teets, Chairman 

For a cop, of Gre, I 
latest annual repoi I 
Public  Re v 
1618 Greyhound Tower 
Phoenix A-izona 8507" 

The Greyhound Corporation has been recast. From 
the crucible of change has emerged a new Greyhound, 
tempered for strength and reshaped for the future. 

The pb of management always has been to see the 
company not as it is, but as it can grow to be The new 
Greyhound is the result of this vision, built through a five- 
year restructuring program. 

Hard choices were faced; tough decisions were 
bsidiaries with annual sales of $3 billion, 

including the company's nationwide bus line, were 
divested At the same time, new businesses with ex- 
cellent growth and profit potential were established 
or acquired. 

For example, Purex household and laundry prod- • 
ucts were added to the personal care and packaged 
foods brands of Greyhound's Dial Corporation. Premie 
Cruise Lines, the official cruise line of Walt Disney 
World, was launched. Dobbs food service for air 



travelers was acquired, complementing Greyhound's 
existing airport and food service businesses General 
Motors' RTS transit bus manufacturing and parts opera- 
tion was purchased to expand Greyhound's top-ranked 

city coach-building business. 
Today Greyhound's four business segments — 

consumer products, services, transportation manufac- 
turing and financial — produce revenues at a $3 billion 
annual rate. 

With the restructuring of Greyhound's core busi- 
nesses completed, management is concentrating on 
further improvement of operating returns. Change is 
inevitable, and management must guide the forces 
of change to create value for shareholders. 

At Greyhound, we believe in renewing the com- 
pany day by day. 

The Greyhound Corporation 
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■ 413 408 443 Crown Cork & Seal 1,073 1,834 1,250 93.4 150.7 12.5 

117 96 150 313 CSX 13,026 7,592 3,387 147.0 614.0 54.0 

423 ■ ■ ■ Cullen/Frost Bankers 3,386 315 105 2.4 10.0 1.9 

■ 236 ■ ■ Cummins Engine 2,064 3,310 685 -63.4 68.4 25.3 

■ ■ ■ 283 Cyprus Minerals 1,651 1,327 852 170.0 243.0 6.3 

327 153 329 295 Dana 4,786 5,190 1,580 162.2 325.9 38.5 

430 ■ ■ ■ Dauphin Deposit 3,336 298 392 40.7 47.9 1.7 

247 45 166 183 Dayton Hudson 6,523 12,204 3,077 287.0 579.0 135.0 

■ 450 ■ ■ Dean Foods 563 1,612 789 46.1 83.2 7.0 

280 147 140 194 Deere 5,703 5,461 3,584 267.6 452.9 38.1 

■ ■ ■ 469 Delmarva Power & Light 1,915 768 820 84.7 162.6 2.6 

274 101 211 150 Delta Air Lines 5,816 7,323 2,466 344.5 719.3 51.3 

■ ■ 244 318 Deluxe Corp 786 1,196 2,134 143.4 203.2 16.0 

405 ■ ■ ■ Deposit Guaranty 3,571 347 253 31.5 41.1 2.3 

160 253 203 ■ Detroit Edison 10,060 3,102 2,550 -235.3 90.1 10.9 

■ 417 ■ ■ Diamond Shamrock R&M 843 1,804 365 54.3 91.7 3.7 

157 44 33 22 Digital Equipment 10,231 12,285 11,951 1,209.1 1,817.4 116.0 

■ 311 375 377 Dillard Department Stores 2,068 2,558 1,362 113.8 187.2 23.1 

132 ■ ■ ■ Dime Savings Bank of New York FSB 12,007 1,051 319 45.6 59.1 3.3 

278 207 46 81 Walt Disney 5,751 3,747 8,778 569.9 918.9 35.0 

180 ■ ■ 478 Dominion Bankshares 9,204 S96 623 83,0 106.5 5.3 

156 234 123 115 Dominion Resources 10,282 3,344 4,133 438.4 936.1 14.0 

■ 275 193 249 RR Donnelley & Sons 2346 2,878 2,690 205.3 367.1 24.0 

■ 395 276 315 Dover 1,366 1,954 1,883 145.8 219.6 19.0 

97 31 14 6 Dow Chemical 16,239 16,682 16,105 2,410.0 3,343.0 54.3 

■ 451 175 223 Dow Jones 2,112 1,603 2,975 228.2 368.4 9.0 

359 ■ ■ ■ Downey Savings & Loan Assn 4,333 331 165 29.0 34.2 1.1 

■ ■ 459 357 DPL 2,468 984 1,045 124.7 185.7 2.8 

472 196 265 330 Dresser Industries 2,911 3,989 1,975 135.7 231.6 30.8 

■ ■ ■ 450 Dreyfus 763 268 664 90.9 94.3 1.3 

42 11 9 7 EI du Pont de Nemours 30,719 32,514 21,130 2,190.0 4,406.0 140.5 

183 214 107 108 Duke Power 8,891 3,627 4,684 448.1 1,081.0 20.1 

315 182 40 92 Dun & Bradstreet 5,024 4,267 10,038 499.0 752.1 65.5 

388 ■ 446 327 Duquesne Light 3,877 1,063 1,084 137.4 291.5 4.3 

■ 484 ■ ■ E-Systems 758 1,439 904 74.6 108.7 16.1 

67 29 19 15 Eastman Kodak 22,960 17,034 14,628 1,397.0 2,580.0 134.9 

456 231 249 220 Eaton 3,034 3,469 2,067 230.0 355.1 36.9 

■ 499 498 ■ Echlin 1,110 1,386 919 64.9 102.0 14.7 

■ 491 ■ ■ EG&G 539 1,406 863 68.7 93.3 24.0 

293 111 57 85 Emerson Electric 5,327 6,793 6,822 540.7 769.4 70.8 

■ 289 363 352 Emhart 2,427 2,763 1,427 126.6 219.2 31.6 

144 ■ ■ ■ Empire of America FSB 11,281 1,090 21 -57.3 -12.4 4.0 

■ 332 ■ ■ Engelhard 1,413 2,351 771 63.7 120.4 7.5 

184 131 307 341 Enron 8,695 5,708 1,735 130.2 519.5 6.6 

463 293 441 ■ Enserch 2,970 2,739 1,095 -216.4 -98.9 15.2 

426 • ■ Equimark 3,353 390 129 25.3 36.7 1.9 

300 ■ ■ ■ Equitable Bancorporation 5,245 545 300 48.2 56.2 3.1 
■ 

298 

■ a Esselte Business Systems 1,073 1,401 618 58.9 97.1 13.0 
297 218 Ethyl 5,251 2,718 2,609 231.0 332.6 10.2 

■     Not 
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. ,HE HAYES SMARTMODEM 1200.™ Perfect for the home office or 
hen you have to bring the office home. 

-HE HAYES V-SERIES SMARTMODEM 2400.™ With data compres- 
. on delivers 4800 bps and beyond with error-control over dial-up 

nes PC-to-PC or PC-to-Host. 

THE HAYES SMARTMODEM 2400.™ Higher speeds for business. Plus 
the ability to go from PC to any synchronous or asynchronous Host. 

THE HAYES V-SERIES SMARTMODEM 9600™ Throughput of 19.200 
bps with error-control. PC-to-PC. PC-to-Host. Or PC-to-LAN. Over dial- 
up lines. © 1989 Hayes Microcomputer Products. Inc. 

NO ONE MODEM IS RIGHT FOR EVERYBODY. 
UNLESS IT'S A HAYES. 

At Hayes we make a number of different modems. Stand-alone and internal. No one is right for everyone, but 
one is right for you. 

Whether your communication needs are PC-to-PC, PC-to-Host. or PC-to-Network, we have the modem that 
will best address the specific tasks you need completed. 

And we have the perfect companion software, because we design 
it ourselves. Our Smartcom family of software offers a full range of 
capabilities that will satisfy the communication needs of both the 
power user and the novice. 

We've also created peripheral and enhancement products 
designed to expand your system and improve its overall performance.     ^^ 

The sum of these products is a company that provides users total solutions to all their communication prob- 
lems. Using ordinary dial-up phone lines. 

So while it's not true that one modem is right for everybody, it may very well be true that one modem 
maker is. 

Smartmodem 9600 

GDHayes' 
** 'X> OM 

For your nearest Hayes dealer, call 800-635-1225. Hayes Microcomputer Products. Inc.. PO. Box 105203. Atlanta. GA 30348. Hayes. 
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493 ■ ■ ■ Exchange Bancorp 2,738 241 223 23.9 28.2 0.9 

14 3 2 3 Exxon 74,293 80,868 56,703 5,260.0 10,050.0 100.5 

328 ■ ■ Far West Financial 4,760 455 62 8.6 13.0 0.7 

408 ■ ■ Farm & Home Financial 3,548 312 133 11.8 14.2 0.8 

443 184 195 243 Federal Express 3,145 4,244 2,618 210.1 535.1 48.6 

5 53 133 90 Federal National Mortgage Assn 112,258 10,635 3,992 506.7 506.7 2.5 

■ ■ 319 Federal Paper Board 1,335 1,117 792 1433 201.6 5.6 

299 476 475 Fifth Third Bancorp 5,246 506 987 84.2 92.7 3.0 

317 ■ ■ Financial Corp of Santa Barbara 5,013 476 20 -4.7 17.0 0.9 

145 211 372 202 Fireman's Fund 11,190 3,704 1,374 247.0 263.0 123 

303 ■ First Alabama Bancshares 5,174 474 508 58.2 71.5 3.9 

220 ■ First American 7,204 699 509 30.4 46.7 4.1 

455 ■ First Bancorporation of Ohio 3,049 254 303 33.9 39.2 2.2 

65 398 400 First Bank System 24,248 1,943 1,292 -310.0 -2803 9.0 

476 ■ First Capital 2,895 270 230 27.5 36.4 1.9 

221 ■ First Capital Holdings 7,177 736 202 52.7 52.7 1.0 

26 165 286 88 First Chicago 44,432 4,791 1,846 513.1 635.1 15.6 

420 ■ First Citizens BancShares 3,410 315 288 21.2 34.4 3.7 

129 ■ First City Bancorp of Texas 12,195 865' 361 66. I1 66. I1 6.9 

371 ■ First Commerce 4,166 387 201 23.5 39.0 2.3 

269 ■ First Empire State 5,908 537 367 44.5 51.3 2.6 

87 259 435 251 First Executive 18,225 3,049 1,108 204.5 204.5 1.1 

134 ■ First Federal of Michigan 11,942 1,120 165 35.6 46.2 1.9 

47 284 333 First Fidelity Bancorp 29,777 2,805 1,550 33.9 82.9 14.0 

308 ■ First Florida Banks 5,132 479 428 48.9 71.8 3.8 

367 ■ First Hawaiian 4,236 385 405 43.3 52.0 2.2 

19 123 264 415 First interstate Bancorp 58,194 5,932 1,982 102.4 277.2 38.3 

282 ■ First National Cincinnati 5,657 531 542 55.4 66.7 3.4 

166 ■ 454 First of America Bank 9,769 885 543 88.8 111.6 73 

250 ■ First Pennsylvania 6,407 623 476 58.2 70.5 3.6 

304 ■ First Security 5,159 522 303 33.0 43.1 4.1 

266 ■ First Tennessee National 5,972 611 387 523 72.8 4.2 

50 272 220 173 First Union 28,978 2,899 2,367 296.9 403.5 20.0 

325 ■ First Virginia Banks 4,796 482 520 60.9 71.7 43 

71 386 238 205 First Wachovia 21,815 2,020 2,172 244.3 296.9 13.5 

208 ■ ■ 388 Firstar 7,842 792 567 109.9 133.3 6.2 

49 258 187 155 Fleet/Norstar Financial 29,052 3,051 2,740 335.8 446.0 19.1 

■ 464 ■ Fleetwood Enterprises 637 1,567 575 67.7 79.2 103 

■ 58 466 Fleming Cos 2,559 10,467 1,018 65.4 127.4 21.6 

312 ■ ■ Florida Federal Savings Bank 5,063 452 20 -73.5 -65.5 1.8 

■ ■ Florida National Banks of Florida 7,828 749 435 34.9 63.1 4.9 

361 389 293 270 Florida Progress 4,304 2.002 1,787 179.8 370.2 8.0 
■ 1 w 284 Fluor 2,034 5,514 1,850 69.0 150.5 16.1 

491 238 440 344 FMC 2,749 3,287 1,096 129.2 328.5 24.6 
■ 206 160 381 Food Lion 1,089 3,815 3,219 112.5 162.4 313 

3 2 Ford Motor 143,150 92,446 24,068 5,300.2 9,092.5 358.9 
• ■ ■ Fortune Financial Group 3,258 288 117 -2.0 12.4 0.8 

497 ■ • ■ Fourth Financial 2,693 255 306 30.6 38.2 1.5 
137 125 109 FPL Group 11,793 5,854 4,081 447.8 1,063.7 19.5 

■ N 
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Blue Chip Advice 

The right mix of investments for 
your pension fund is more than 
a matter of computer modeling or 
analysis. It also calls for judgment, 
for the best minds in the business, 
for a firm that pays attention to 
your fund no matter its size. And 
that's blue chip advice. 

Connecticut Mutual Life InsuranceCompan) Tl,    jr^n'  Allionna 
• Conneclicu! Mutual Financial Services* L'rbco • GroupAmenca Insurance Company • Slate House Capital Management 1 I1C U^^U rVLllCtllvC 

• CM Life • CM Assurance • CM Asset Advisors • CM Transnational • Diversified Insurance Services of America ^^^^ 
Hartford, Connecticut 06154 An Alliance of Blue Chip Companies 



Ranking The Forbes 500s 
 Where they rank: 1988- 

Market 
Assets Sales value 

Net 
profits Company 

Market Net Cash Numbei 
Assets Sales value profits flow employe 
($mil) ISmil) (Smil) ISmil) ISmil) (thou) 

392 397 281 167 Freeport-McMoRan 3,730 1,945 1,857 310.1 542.6 6.7 

■ 381 ■ ■ Fruehauf 1,584 2,054 22 -56.5 57.0 15.6   < 

■ ■ ■ 446 Fuqua Industries 1,146 934 634 92.7 120.2 13.0 

390 235 75 139 Gannett 3,793 3,314 5,738 364.5 541.6 33.0 

■ ■ 350 ■ Gap 481 1,252 1,466 74.2 105.6 17.8 

454 426 272 264 Geico 3,061 1,757 1,915 189.0 199.4 6.6 

■ 406 ■ ■ GenCorp 1,230 1,891 531 67.0 130.0 14.9 

■ ■ 388 ■ Genentech 669 323 1,327 20.6 58.9 1.6 

■ 329 303 407 General Cinema 2,053 2,378 1,754 104.2 179.9 26.0 

259 69 246 134 General Dynamics 6,118 9,551 2,116 379.0 705.4 104.1 

6 6 3 5 General Electric 110,865 49,773 40,370 3,386.0 5,652.0 310.0 

■ ■ ■ 473 General Instrument 1,340 1,268 892 84.3 163.1 15.9 

■ 142 118 90 General Mills 2,566 5,557 4,262 506.7 656.3 70.0 

2 1 5 4 General Motors 163,820 121,817 30,852 4,632.1 11,969.6 765.7 

249 278 237 184 General Public Utilities 6,415 2,834 2,205 283.8 562.5 13.6 

177 294 91 97 General Re 9,394 2,736 5,150 480.0 480 7 2-4. 

■ 425 ■ ■ General Signal 1,397 1,760 905 25.2 87.0 19.1 

■ 270 186 267 Genuine Parts 1,141 2,942 2,746 181.4 205.7 14.9 

■ ■ 490 258 Georgia Gulf 457 1,061 950 193.6 209.2 1.2 

223 71 144 101 Georgia-Pacific 7,115 9,509 3,497 467.0 917.0 43.0 

■ ■ 422 ■ Gerber Products 662 933 1,163 56.2 76.2 14.7 

■ 264 354 428 Giant Food 983 2,987 1,459 98.0 159.8 23.6 

107 ■ ■ ■ Gibraltar Financial 15,011 1,298 26 -100.5 -73.6 2.7 

479 219 161 192 Gillette 2,868 3,581 3.213 268.5 409.7 29.9 

■ ■ 500 481 PH Glatfelter 663 569 915 82.2 105.2 3.4 

62 323 ■ 307 GlenFed 25,025 2,465 576 1537 208.6 7.0 

95 489 478 325 Golden West Financial 16,721 1,410 985 138.3 164.4 3.0 

109 493 ■ ■ Goldome 14,963 1,405 60 -119.1 ^2.7 5.1 

■ 326 395 260 BF Goodrich 2,073 2,417 1,304 193.0 288.9 12.1 

186 52 176 147 Goodyear Tire & Rubber 8,618 10,810 2,936 350.1 707.2 114.2 

294 129 236 222 WR Grace 5,310 5,786 2,208 22s s 510.0 42.6 

■ 468 351 393 WW Grainger 936 1,535 1,464 108.8 137.3 6.7 

98 452 ■ ■ Great American First Savings 16,084 1,601 269 50.3 63.3 3.8 

■ 475 ■ ■ Great American Management & Investment 1,493 1,505 164 22.5 56.4 8.6 

■ 63 312 351 Great Atlantic & Pacific Tea 2,336 10,068 1,703 127.6 286.4 82.3 

402 ■ ■ ■ Great Lakes Bancorp FSB 3,638 334 71 16.3 24.5 1.0 

■ ■ 469 413 Great Lakes Chemical 664 558 1,016 103.3 135.6 2.4 

389 217 241 152 Great Northern Nekoosa 3,821 3,588 2,147 341.7 529.2 19.6 

38 249 270 201 Great Western Financial 32,815 3,166 1,922 248.4 248.4 12.1 

458 ■ ■ ■ Greater New York Savings Bank 3,010 250 104 9.1 11.3 0.7 

237 429 444 Greyhound 5,034 3,305 1,142 93.3 194.3 37.2 

■ 216 ■ 462 Grumman 2,566 3,591 646 86.5 200.3 32.9 

32 20 20 GTE 31,104 16,460 14,520 1,224.7 3,783.8 160.0 

151 105 129 Gulf & Western 17,752 5,277 4,738 389.2 1,045.8 20.0 

■ 371 Gulf States Utilities 6,858 1,520 851 117.5 341.9 4.8 

n 

471 Halliburton 4,722 4,839 2,979 84.6 297.3 54.9 

477 MA Hanna 964 1,019 415 83.2 116.6 9.0 

ll-inover Insurance Cos 2,649 1,580 552 119.9 119.9 5.7 

■ Harcourt Brace lovanovich 3,233 1,782 682 -53.5 71.4 14.4 

260 FORBES, MAY 1, 1989 



■ 

-Where they rank: 1988- 
Market 

Sales          value Company 
Assets 
(Smil) 

Sales 
(Smil) 

Market 
value 
(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 

(Smil) 

Number 
employed 

(thou) Assets 
Net 

profits 

■ 367 458 ■ Harris Corp 2,041 2,105 1,045 67.1 194.8 23.5 

498 ■ ■ ■ Hawaiian Electric Industries 2,683 733 613 55.0 94.5 2.7 

368 134 70 117 HJ Heinz 4,208 5,639 5,998 424.7 564.8 38.5 

482 ■ 360 ■ Henley Group1 2,833 1,036 1,434 -47.0 41.0 6.9 

431 285 253 366 Hercules 3,325 2,802 2,041 120.4 265.3 22.9 

■ 358 225 236 Hershey Foods 1,765 2,168 2,345 213.9 2658 11.3 

210 59 30 43 Hewlett-Packard 7,804 10,296 12,440 830.0 1,210.0 84.5 

272 ■ ■ ■ Hibernia 5,834 546 461 53.0 65.6 2.3 

■ ■ 428 ■ Hillenbrand Industries 735 884 1,145 69.7 138.6 7.6 

■ 439 ■ ■ Hills Department Stores 900 1,671 156 10.6 40.8 23.2 

■ ■ 202 340 Hilton Hotels 1,893 915 2,553 130.9 194.5 36.5 

■ 428 216 137 Himont 1,959 1,746 2,412 375.0 419.2 3.2 

■ 454 ■ 373 Holiday 2,139 1,597 717 117.2 249.4 41.5 

■ 420 464 ■ Holly Farms 784 1,798 1,022 69.0 107.2 14.8 

■ 391 327 499 Home Depot 699 2,000 1,589 76.8 91.4 11.4 

115 265 ■ 459 Home Group 13,302 2,978 376 87.5 87.5 8.1 

93 462 ■ 385 HomeFed 17,009 1,578 524 111.3 141.0 4.5 

■ ■ 412 ■ Homestake Mining 984 346 1,231 63.3 122.4 2.1 

277 ■ ■ ■ Homestead Financial 5,756 490 49 -9.1 19.5 0.9 

311 107 200 ■ Honeywell 5,089 7,148 2,577 ^t34.9 -103.0 78.6 

■ 340 ■ ■ Geo A Hormel 682 2,289 843 61.7 98.2 8.4 

78 307 262 203 Household International 21,032 2,637 1,987 246.7 328.0 11.5 

158 215 153 119 Houston Industries 10,207 3,596 3,318 421.9 736.9 11.6 

301 ■ ■ ■ Howard Savings Bank 5,221 481 250 35.1 43.8 2.4 

■ ■ 486 ■ Hubbell 523 614 965 71.3 86.2 5.2 

413 220 209 216 Humana 3,529 3,580 2,490 231.6 431.9 48.0 

174 ■ ■ 458 Huntington Bancshares 9,506 881 650 87.6 106.9 5.2 

179 274 ■ ■ ICH 9,294 2,885 234 42.9 80.9 4.9 

262 ■ 353 305 Illinois Power 6,053 1,285 1,460 155.4 349.1 4.6 

■ 400 287 322 Illinois Tool Works 1,380 1,930 1,835 140.0 202.1 13.9 

■ ■ 424 359 IMC Fertilizer Group 1,502 1,185 1,159 124.0 206.9 5.5 

125 ■ ■ ■ Imperial Corp of America 12,263 1,161 131 10.7 40.6 1.8 

484 ■ ■ ■ Independence Bancorp 2,826 226 206 -10.4 -6.4 1.4 

268 ■ ■ ■ Indiana National 5,927 545 492 55.8 64.1 2.9 

■ 261 301 298 Ingersoll-Rand 2,483 3,021 1757 161.6 238.4 29.9 

469 193 366 200 Inland Steel Industries 2,925 4,068 1,412 248.8 383.7 20.6 

231 ■ ■ ■ Integra Financial 6,927 646 548 66.4 66.4 3.8 

205 476 ■ ■ Integrated Resources 7,870 1,500 103 49.2 65.9 3.7 

407 276 117 107 Intel 3,550 2,875 4,288 4 52.9 663.9 20.0 

291 ■ 380 Interco 2,100 2,746 134 112.7 170.4 53.5 

■ 417 456 Intergraph 831 800 1,196 88.0 122.5 6.8 

15 4 1 1 International Business Machines 73,037 59,681 71,822 5,491.0 10,255.0 388.2 

■ 279 347 International Flavors & Fragrances 883 840 1,872 128.7 151.4 4.1 

■ ■ 483 International Minerals & Chemical 2,072 1,044 861 82.1 151.7 9.9 

411 ■ ■ International Multifoods 855 1,847 356 35.9 64.7 8.8 

176 70 92 56 International Paper 9,462 9,533 5,136 754.0 1,200.0 48.0 

■ ■ 424 Ipalco Enterprises 1,752 609 854 99.0 170.7 2.3 

381 445 ■ ■ Itel 4,009 1,644 897 24.8 139.7 4.0 

27 22 59 47 ITT 41,941 19,355 6,732 817.0 1,317.0 118.5 

■ Not or 
shares in 

500 list.    ' 
the "new" 

Two new companies were formed on 12/31/88 when Henley Group changed 
Henley Group. 

its name to Wheelabrator Group (too small to be ranked) and distributed 
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Long before they were building applianc . 

They came across country by 
wagon in 1854. 

And settled in Amana. Iowa. 
Everything they needed, they 

made by hand. Their barns. Their 
benches. Their blankets. Their beds. 
Everything. 

Whatever they made, they 
followed a fundamental belief. 

To make everything the 

best it could be. 
Today that same fundamental 

belief is still practiced in Amana, 
Iowa. The home of Amana, a 
Raytheon company. 

Raytheon is proud of Amana 
and the appliances they make. And 
proud of our other appliance 
companies. Caloric. Speed Queen 
and Modern Maid. 

They all share the same 
philosophy. 



tmana people were building quality 

Whatever you make, you make 
it the best it can be. 

So it will last. 
Raytheon Company 141 Spring 

Street. Lexington. MA 02173. 

Raytheon 
H 'here quality starts with fundamentals 

I 



Ranking The Forbes 500s                               1 
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Sales 

rank: 1988- 
Market 
value Company 
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(Smil) 
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(Smil) 

Market 
value 
(Smil) 
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(Smil) 
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(Smil) 
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Net 

profits 

290 135 229 209 James River Corp of Virginia 5,402 5,623 2,320 239.8 479.4 37.0 

370 ■ 426 419 Jefferson-Pilot 4,174 1,223 1,156 101.2 117.3 4.5 

■ ■ 436 316 Jefferson Smurfit 817 1,255 1,104 144.5 181.3 7.7 

222 75 21 36 Johnson & Johnson 7,119 9,000 14,176 974.0 1,365.0 79.8 

■ 245 386 404 Johnson Controls 2,038 3,227 1,338 104.6 228.9 27.9   j 

130 13 55 49 K mart 12,126 27,550 7,004 802.9 1,239.9 342.5 

500 ■ 483 400 Kansas City Power & Light 2,647 737 969 105.7 202.4 2.8 

■ ■ ■ 496 Kansas Gas & Electric 2,443 526 725 77.2 158.2 1.3 

■ ■ ■ 491 Kansas Power & Light 1,777 1,166 791 79.8 150.2 4.5 

434 180 48 96 Kellogg 3,298 4,349 7,898 480.4 620.1 17.6 

131 251 368 230 Kemper 12,078 3,135 1,390 223.8 223.8 16.6 

■ ■ ■ 492 Kentucky Utilities 1,351 560 695 79.3 131.0 2.2 

448 301 289 387 Kerr-McGee 3,123 2,689 1,830 110.0 418.0 7.7 

111 496 ■ 368 KeyCorp 14,646 1,394 827 119.9 158.4 10.5 

365 148 106 135 Kimberly-Clark 4,268 5,394 4,691 378.6 566.2 37.8 

264 ■ ■ ■ Kinder-Care 5,984 935 412 43.3 79.1 20.5 

■ 373 217 304 Knight-Ridder 2,357 2,083 2,410 156.4 251.4 22.5 

339 28 ■ ■ Kroger 4,600 17,463 718 34.5 267.0 165.0 

■ ■ ■ 442 Lafarge 1,199 1,309 830 93.5 160.0 6.7 

441 ■ ■ ■ Liberty National Bancorp 3,163 290 262 28.9 37.2 1.8 

295 192 34 54 Eli Lilly 5,263 4,070 11,724 761.0 965.0 26.2 

■ 191 97 204 Limited 2,146 4,071 4,885 245.1 387.6 53.5 

■ ■ 139 4X2 LIN Broadcasting 582 226 3,651 82.1 96.4 1.1 

80 102 292 314 Lincoln National 20,964 7,312 1,808 146.7 183.8 15.0 

318 159 295 279 Litton Industries 4,962 4,943 1,777 172.8 372.5 54.6 

■ ■ 337 386 Liz Claiborne 629 1,184 1,514 110.3 122.9 4.1 

243 54 215 75 Lockheed 6,643 10,590 2,448 624.0 999.0 93.1 

58 57 73 39 Loews 25,830 10,507 5,972 908.5 999.2 24.2 

228 ■ ■ ■ Lomas Financial 7,004 1,283 378 24.0 334.0 4.6 

437 ■ ■ ■ Lone Star Technologies 3,267 688 303 -24.8 -3.2 3.1 

194 362 365 172 Long Island Lighting 8,326 2,138 1,418 298.5 392.1 6.3 

■ 401 ■ ■ Longs Drug Stores 508 1,925 710 55.9 72.1 12.2 

■ ■ ■ 423 Longview Fibre 652 690 785 99.2 133.7 3.4 

■ 477 ■ 466 Loral 1,447 1,493 820 85.2 161.1 14.1 

■ ■ 481 ■ Louisiana Land & Exploration 1,429 695 976 -70.2 141.7 0.7 

■ 419 454 331 Louisiana-Pacific 1,796 1,799 1,053 135.2 2803 13.0 

■ ■ ■ 468 Louisville Gas & Electric 1,763 660 701 85.0 135.8 4.2 

■ 315 ■ ■ Lowe's Cos 1,086 2,517 780 69.2 110.4 14.8 

257 100 ■ ■ LTV 6,163 7,325 236 -890.6 -648.6 46.0 

■ ■ 383 339 Lubrizol 971 1,126 1,349 131.2 181.9 4.8 

■ 368 ■ ■ Mack Trucks 1,684 2 li)2 366 24.9 54.6 9.4 

17 91 356 59 Manufacturers Hanover 66,710 8,019 1,451 752.0 883.3 26.3 

■ ■ 434 Manufacturers National 9,i 11 924 671 96.3 113.4 5.3 

380 ■ 436 Manville 2,400 2,062 342 96.0 194.2 18.3 
• 429 444 374 Mapco 1,376 1,736 1,089 117.1 188.5 5.0 

■ 268 Marion Laboratories 627 827 3,017 181.0 208.7 3.2 

215 Marriott 5,981 7,370 3,438 232.0 433.0 219.7 
■ 174 Marsh & McLennan Cos 1,830 2,272 4,023 296.3 377.2 22.8 

■ ■ ■ Marshall & Ilsley 6,775 677 595 76.2 95.8 5.3 

• N< 
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For Bill Demby, the difference means 
getting another shot. 

When Bill Demby was in Vietnam, he 
used to dream of coming home and play- 
ing a little basketball with the guys. 

A dream that all but died when he lost 
both his legs to a Viet Cong rocket. 

But then, a group of researchers dis- is back. And some say, he hasn't lost a 
covered that a remarkable DuPont plastic step. 
could help make artificial limbs that were At Du Pont, we make the things that 
more resilient, more flexible, more like make a difference, 
life itself. 

Thanks to these efforts, Bill Demby 

Better things for better living. fiffPDHt 
"EG U S PWT a TM O** 



Ranking The Forbes 500s 
' 

-Where they 

Sales 

rank: 1988- 
Market 
value Company 

Assets 
($mil) 

Sales 
(Smil) 

Market 
value 
(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 

(Smil) 

Number 
employed 

(thou) Assets 
Net 

profits 

433 130 242 161 Martin Marietta 3,319 5,727 2,139 319.8 518.4 68.8 

459 325 145 181 Masco 2,999 2,439 3,472 288.3 362.9 27.0 

■ 443 ■ 483 Masco Industries 2,121 1,651 870 82.1 163.5 15.0 

■ 415 ■ ■ Maxicare Health Plans 710 1,824 26 -478.1 ^140.3 4.4     , 

201 48 83 86 May Department Stores 8,144 11,742 5,408 534.0 864.0 147.5 

■ 407 347 301 Maytag 1,330 1,886 1,486 158.6 193.0 12.9 

■ ■ ■ 448 MBIA 1,283 151 740 92.0 96.1 0.2 

374 260 154 290 MCA 4,115 3,024 3,314 164.9 984.6 17.4 

■ ■ 141 ■ McCaw Cellular Communications 2,076 311 3,557 -297.0 -140.6 1.8 

199 143 44 69 McDonald's 8,159 5,521 9,035 645.9 1,028.7 169.0 

135 36 184 148 McDonnell Douglas 11,885 15,072 2,874 350.0 983.0 116.9 

■ 416 170 265 McGraw-Hill 1,758 1,818 3,021 185.5 251.7 16.1 

271 154 81 142 MCI Communications 5,843 5,137 5,498 356.0 905.0 15.9 

■ 108 405 430 McKesson 2,292 7,052 1,272 97.7 157.3 16.9 

86 436 ■ ■ MCorp 18,743 1,692 27 -588.0 -559.0 8.1 

409 176 214 145 Mead 3,541 4,464 2,461 352.7 552.5 20.8 

■ ■ 461 438 Medtronic 709 733 1,036 95.0 128.0 5.3 

40 240 ■ ■ Mellon Bank 31,153 3,269 725 -65.0 5.0 16.5 

494 112 130 143 Melville 2,736 6,780 4,054 354.5 441.5 93.5     ij 
248 ■ ■ ■ Mercantile Bancorporation 6,459 668 410 28.7 46.6 4.6 

400 ■ ■ ■ Mercantile Bankshares 3,642 362 460 53 4 60.1 2.5     I 
■ 345 331 317 Mercantile Stores 1,448 2,266 1,575 144.5 192.0 22.0     1 

297 ■ ■ ■ Merchants National 5,256 452 385 44.1 54.6 2.8     1 
258 122 8 23 Merck 6,128 5,940 22,912 1,206.8 1,411.7 31.6 

■ Not on 500 list 

C 1989 Centel Coipoiation 

For more information write Center 
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Company 
Assets 
(Smil) 

Sales 
(Smil) 

Market 
value 
(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 

(Smil) 

Number 
employed 

(thou) .ssets 
Market 

Sales          value 
Net 

profits 

r 172 ■               ■ 464 Meridian Bancorp 9,523 950 719 86.1 107.2 6.1 

92 444             ■ ■ Meritor Financial Group 17,172 1,645 167 -209.8 -116.4 4.7 

18 56           219 103 Merrill Lynch 64,403 10,547 2,368 463.2 728.0 47.6 

■ ■            489 ■ Metro Mobile CTS 236 67 952 -40.5 -24.8 0.4 

■ 377             ■ ■ Fred Meyer 687 2,074 361 36.7 60.4 18.5 

' 143 ■               ■ 445 Michigan National 11,306 1,040 675 93.2 126.9 6.6 

■ ■              180 311 Microsoft 605 719 2,878 151.4 171.3 2.3 

'   100 224           157 122 Middle South Utilities 15,916 3,565 3,273 411.0 801.6 13.4 

83 412           357 231 Midlantic 19,697 1,846 1,449 222.9 260.9 10.6 

■ ■             479 ■ Millipore 576 622 985 54.5 78.1 5.5 

!' 182 55             23 25 Minnesota Mining & Manufacturing 8,922 10,581 13,909 1,154.0 1,829.0 82.7 

88 394           390 282 MNC Financial 18,015 1,983 1,321 170.2 209.1 8.5 

31 7             11 8 Mobil 38,820 48,198 18,688 2,087.0 4,770.0 68.9 

■ ■             475 ■ Molex 528 550 991 56.3 89.3 5.4 

;  276 ■               ■ ■ Monarch Capital 5,805 417 312 22.0 28.0 1.4 

189 86             76 79 Monsanto 8,461 8,293 5,627 591.0 1,294.0 47.7 

387 ■               ■ ■ Moore Financial Group 3,906 343 238 25.5 31.9 2.6 

10 94             64 35 JP Morgan & Co 83,923 7,839 6,323 1,001.8 1,137.8 15.5 

29 189           269 125 Morgan Stanley Group 40,527 4,109 1,939 394.6 433.5 6.5 

■ 404             ■ ■ Morrison Knudsen 746 1,909 440 -127.1 -98.8 15.1 

■ 324           302 300 Morton Thiokol 2,028 2,461 1,756 159.7 263.9 20.0 

239 87             82 111 Motorola 6,710 8,250 5,447 445.0 988.0 98.9 

474 ■               ■ ■ Multibank Financial 2,901 383 202 26.9 33.0 1.7 

■ 480           472 ■ Murphy Oil 2,068 1,474 1,003 38.8 262.5 4.5 

i Not on 500 list. 
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CENT EL 
Wherever life takes you. Centel keeps you 

close to home. Our cellular system is already 

second in number of markets served and 

growing fast. Hardly surprising, considering 

our leadership position in digital switching and 

fiber optics, expertise our people at 

Centel Cellular share with their colleagues at our 

telephone operations. All of which helps us 

bring people a little closer together each day. 

WHERE PEOPLE CONNECT 

• Cellular Communications ■ 
■ Telephone • Business Systems • 

■ Power Distribution ■ 



A computer for quantum 
electromagnetics and molecular 
orbital calculations. 

V 

4 

Hitachi supercomputers 
bring nature s darkest secrets to light. 

4 
'  •* 

~ 

WfS 

m 

mputers bring with them the promise 
most complex technologies and reveal 

oi nature. They can do in 

computer: 

fastest    . 
Of con 

© 1989 Hitachi. Lid f 

aire thousands upon thou- 

v japan's foremost super- 
1 some of the world's 

ot need the power 

to calculate molecular orbits. Or quantum eleJ 
magnetics. And for these people, Hitachi offer* 
wide range of computers that can meet any nel 
In any field. 

This includes our new laptop series. 
Creating these high-performance machinesi 

no small feat. We took our time and did it rigtl 
The first time. 

Our new laptop computers don't just offe» 

| 

J 



Hitachi laptop computers take business out of the office 

|:ed and portability. They let you perform at your 
r y best. 
! But to the 16,000 men and women on our 
[ rD staff, only the very best is good enough. 
\ attitude which has made us an industrial leader. 
\ electronics leader. A medical and science equip- 
I nt leader. An automotive products leader. 

A US$46 billion company* With over 20,000 
•ducts. 

All told, Hitachi technology is doing the world 
a world of good. Whether your world revolves 
around quarks. Or corporate board meetings. 
•LSS45.736 million; net sales for the year ending March 31.1988. US$1 = Y125 

(O) HITACHI 
Hitachi, Ltd. Tokyo, Japan 
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Market 
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flow 
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profits 

■ ■ 377 399 Nalco Chemical 839 994 1,359 106.0 153.1 5.2 

■ 370 ■ ■ Nash Finch 388 2,092 269 18.2 38.4 10.0 

73 349 261 214 National City 21,623 2,227 1,989 233.2 283.4 14.1 

403 ■ ■ ■ National Community Banks 3,614 321 377 42.0 48.4 2.1 

■ 266 ■ ■ National Intergroup 1,824 2,975 377 -57.5 -18.1 7.3 

401 232 328 310 National Medical Enterprises 3,642 3,433 1,581 152.4 300.6 71.0 

■ 314 474 ■ National Semiconductor 1,842 2,532 992 -77.9 115.6 33.5 

■ 478 452 451 National Service Industries 832 1,481 1,059 90.2 122.4 19.9 

■ 188 378 211 Navistar International 2,239 4,113 1,359 236.5 289.0 15.3 

66 355 294 225 NBD Bancorp 24,176 2,181 1,783 227.2 278.2 12.1 

46 280 224 199 NCNB 29,848 2,830 2,353 252.5 333.7 12.7 

332 120 119 114 NCR 4,717 5,990 4,240 439.3 736.3 61.0 

394 472 371 ■ New England Electric System 3,718 1,520 1,382 -53.8 176.5 5.4 

334 ■ 401 281 New York State Electric & Gas 4,693 1,340 1,290 171.5 305.5 4.5. 

■ 435 245 285 New York Times 1,915 1,700 2,130 167.7 258.4 10.6 

■ ■ 235 275 Newmont Mining 1,321 500 2,230 178.4 218.7 2.9 

226 286 299 245 Niagara Mohawk Power 7,076 2,800 1,763 208.8 447.2 11.0 

■ 474 495 398 Nicor 2,100 1,509 926 106.1 223.5 4.1 

■ 473 477 323 NIKE 721 1,519 986 139.8 155.4 3.2 

397 469 467 410 Nipsco Industries 3,685 1,524 1,017 103.4 258.4 5.1 

■ 336 212 362 Nordstrom 1,512 2,328 2,464 123.3 183.9 25.0 

161 177 77 73 Norfolk Southern 10,059 4,462 5,624 635.1 946.9 35.1 

422 ■ ■ ■ Northeast Bancorp 3,394 323 465 34.6 43.0 1.8 

198 ■ ■ ■ Northeast Savings FA 8,207 716 34 -12.8 -3.2 1.6 

238 374 239 213 Northeast Utilities 6,765 2,079 2,160 233.9 440.7 9.2 

345 388 251 235 Northern States Power 4,496 2,006 2,048 214.8 496.7 8.2 

164 ■ ■ 391 Northern Trust 9,904 1,003 672 109.3 137.2 5.4 

445 128 396 406 Northrop 3,139 5,797 1,301 104.2 345.0 46.4 

■ 490 470 467 Norton 1,088 1,410 1,011 85.2 132.8 15.8 

72 320 362 240 Norwest 21,750 2,475 1,427 211.2 262.9 15.6 

■ ■ 468 389 Nucor 950 1,061 1,017 109.4 165.7 4.9 

357 133 339 333 NWA 4,372 5,650 1,507 135.1 471.1 34.6 

307 482 ■ ■ NWNL 5,141 1,450 340 33.0 33.0 2.9 

60 41 26 17 Nynex 25,378 12,661 12,997 1,315.0 3,469.4 96.4 

81 21 58 165 Occidental Petroleum 20,747 19,417 6,799 313.0 1,434.0 51.4 

■ ■ 421 ■ Ogden 2,202 946 1,164 57.8 87.6 37.5 

470 463 ■ 350 Ohio Casualty 2,922 1,576 771 128.0 135.6 5.9 

214 361 179 234 Ohio Edison 7,556 2,143 2,879 218.9 525.8 7.2 
■ ■ 369 326 Oklahoma Gas & Electric 2,521 1,098 1,386 137.8 236.0 3.7 

207 ■ ■ 497 Old Kent Financial 7,854 726 576 77.1 88.0 4.6 

457 ■ ■ ■ Old Republic International 3,010 1,102 415 50.9 50.9 4.6 

48 ■ ■ ■ Old Stone 4,448 468 196 36.4 48.3 2.3 
■» ,, 457 426 Olin 1,940 2,308 1,045 98.0 98.0 15.3 

415 ■ Oracle Systems 321 395 1,209 56.3 73.3 1.6 

■ ■ Outboard Marine 1,284 1,653 597 70.7 135.0 12.9 

255 Owens-Coming Fiberglas 1,596 2,831 894 197.0 314.0 17.6 

277 Paccar 2,832 3,267 1,472 175.8 226.2 12.3 

Pacific Enterprises 6,866 5,932 2,396 222.0 533.0 34.2 

■ Ni 

First Financial 6,621 525 117 16.0 22.8 1.5 
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your tires perform this well on paper? 
All new tires perform well 

•n the road. The question is, 
for how long? 

You can find out the hard 
way. 

Or you can read the war- 
ranty and find out what the 
manufacturer thinks, 
so highly of our Riken STX 

Radials that we've given them one of the 
strongest warranties available from any tire 
manufacturer. As much as 60,000 miles, 
depending on the series. 

©1989 Riken-AmerKS, Inc. 

That's because every Riken STX RadiaUaas 
a computer-formulated, all-season tread de- 
signed for the specific aspect ratio of each tire 
series-75,70,65, and 60. 

This specificity, combined with the stringent 
material control of our manufacturing process, 
provides unsurpassable traction, handling 
and longevity 

So, if you want tires that will still be hugging 
the road forty, fifty, even sixty      I^HH m 
thousand miles from now, visit 
a Riken Dealer. Call 1-800- 
635-7500 for the one nearest you. 



Securities products are offered by New England Securities Corporation. ■MHMMH 

YOUR FINANCIAL NEEDS ARE VERY DIFFERENT. 
YOUR FINANCIAL SOLUTION SHOULD BE,TOO. 



I   1V89. New England Muiual Life Insurance Company. Bosion. MA 

On the surface, financial products and ser- 
vices can appear deceptively alike. So how do you 
decide which ones are right for you? The answer is 
easy-ask a representative from The New England. 

Our philosophy is simple: financial solutions 
can only result from the deepest understanding of 
a client's needs. Our representatives take the time 
to listen to you and help you determine your finan- 
cial goals-whether they be education funding, 
estate, retirement, or business planning. 

Most important, our representatives can help 
you realize these goals-by selecting the right prod- 

ucts to fit your specific financial situation. They'll 
help you choose from an array of products, which 
includes life insurance, mutual funds, real estate 
investments, and financial planning services. 

Trust your goals to The New England - one of 
the top 20 money managers in the nation, with 
more than 150 years of financial services experience. 

Call today at 1-800-222-2725, Ext. 435, 
if individual attention and quality service matter 
to you. 

The New England. Your Financial Partner. 
Your Financial Future. 

NIE The New England 
Your Financial Partner 
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Market         Net 
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Market 
value 
(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 

(Smil) 

Number 
employed 

(thou) Assets 

77 95 52 ■ Pacific Gas & Electric 21,068 7,646 7,200 62.1 994.1 27.0 

75 72 27 24 Pacific Telesis Group 21,191 9,483 12,934 1,188.0 3,033.0 70.8 

142 225 116 110 PacifiCorp 11,396 3,519 4,314 446.7 949.1 16.1 

89 317 ■ ■ Paine Webber Group 17,934 2,512 451 42.4 81.4 13.0 

■ ■ 451 ■ Pall 617 455 1,066 58.7 82.7 5.4 

■ 222 ■ ■ Pan Am 2,149 3,569 324 -72.7 132.0 23.3 

462 ■ 355 ■ Panhandle Eastern 2,973 1,262 1,455 -171.9 -57.7 3.4 

■ 327 373 395 Parker-Hannifin 1,809 2,397 1,371 108.4 198.4 31.0 

■ 466 309 411 Penn Central 2,400 1,547 1,723 103.4 139.1 14.7 

126 35 65 48 JC Penney 12,254 15,296 6,235 807.0 1,065.0 185.5 

216 350 189 156 Pennsylvania Power & Light 7,525 2,214 2,718 332.0 622.4 8.3 

■ ■ ■ 274 Pennwalt 949 1,024 816 178.7 233.1 5.1 

346 372 198 ■ Pennzoil 4,480 2,088 2,596 -187.0 16.1 8.1 

255 ■ ■ ■ People's Bank 6,321 583 248 36.6 46.7 2.5 

■ ■ ■ 480 Peoples Energy 1,508 1,134 627 82.6 129.9 3.4 

147 40 39 52 PepsiCo 11,135 13,007 10,381 762.2 1,391.5 230.0 

■ ■ 453 ■ Perkin-Elmer 1,284 1,201 1,058 73.4 126.5 11.2 

256 ■ ■ ■ Perpetual Financial 6,173 560 111 20.4 33.0 1.6 

212 149 41 50 Pfizer 7,638 5,385 9,593 791.3 985.8 40.8 

490 338 324 120 Phelps Dodge 2,755 2,320 1,616 420.2 537.1 9.7 

364 431 ■ ■ PHH Corp 4,292 1,717 588 23.9 665.8 4.5 

136 243 124 82 Philadelphia Electric 11,863 3,229 4,132 566.0 811.4 11.3 

34 14 7 9 Philip Morris Cos 36,960 25,860 23,536 2,064.0 2,843.0 116.5 

133 49 104 67 Phillips Petroleum 11,968 11,304 4,743 650.0 1,518.0 21.8 

320 ■ ■ ■ PHM Corp 4,900 1,173 276 33.2 33.2 2.0 

106 360 374 ■ Pinnacle West Capital 15,054 2,155 1,366 4.2 25H.6 11.5 

■ ■ 448 488 Pioneer Hi-Bred International 979 863 1,074 80.6 130.1 4.9 

326 306 151 206 Pitney Bowes 4,788 2,650 3,340 243.4 409.5 28.7 

■ 458 ■ ■ Pittston 992 1,583 664 36.8 80.8 14.0 

28 204 146 112 PNC Financial 40,811 3,827 3,449 442.7 510.9 15.6 

■ 410 194 ■ Polaroid 1,957 1,863 2,640 -22.6 59.3 12.3 

■ ■ 484 431 Portland General 2,511 762 968 97.3 200.3 3.1 

■ ■ ■ 382 Potlatch 1,418 1 084 834 112.4 184.8 7.2 

372 ■ 273 241 Potomac Electric Power 4,146 1.350 1,913 211.1 331.9 5.4 

306 136 112 100 PPG Industries 5,154 5,617 4,423 467.6 760.5 36.3 

■ 328 450 363 Premark International 1,655 2,397 1,067 121.2 197.2 23.5 

379 ■ ■ ■ Premier Bancorp 4,078 394 102 -49.7 -29.4 2.9 

■ ■ 439 ■ Premier Industrial 263 582 1,100 68.8 75.2 4.1 

■ 174 283 397 Price Co 1,068 4,530 1,852 107.2 123.6 10.2 

■ 455 ■ ■ Prime Computer 1,651 1,595 857 13.0 174.8 12.1 

■ ■ 456 ■ Prime Motor Inns 1,002 286 1,051 74.1 87.1 8.5 

112 ■ 250 297 Materia 14,435 1,004 2,064 161.8 161.8 3.5 

101 20 18 28 Procter & Gamble 15,793 20,368 14,682 1,128.0 1,862.0 75.3 
■ 0 ■ 396 Progressive 2,307 1,227 619 108.1 121.0 5.9 

■ 
■ 449 Provident Life & Accident 10,722 2,827 899 91.1 125.0 5.8 

• 375 PSI Holdings 2,129 1,043 749 116.6 20 - 5 4.2 

495 
Public Service Co of Colorado 2,984 1,685 1,128 125.0 240.9 6.5 

■ ■ ■ Public Service Co of New Hampshire 2,704 603 177 55.3 88.0 2.0 
139 Public Serviie Enterprise Group 11,690 4,395 5,031 528.6 1,087.7 13.1 

■ ' 
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"Feasibility is 
important. 
But do-ability 
is even more 
important" 

■ 

Dick Rice, Senior Vice President and Director, 
on alternative markets: 

A feasibility study might tell you it's okay 
to self-insure: 

But doing it is something else again. 
The advantages of self-insurance can be 

illusory. To do it right, you may need support 
from nontraditional insurance sources. And 
clear understanding of your options. That 
requires knowledge of worldwide risk- 
financing resources. 

That's why we created Global Risk 
Services. By grouping experts from several 

different disciplines into one unit we can 
examine alternative market options from 
several perspectives at once. Then, if we get a 
'go,' we can make it happen, whether it's 
domiciled in Vermont, Bermuda or even the 
Pacific Rim. 

But maybe the most important thing 
we can do for you is to advise you about 
being your own insurance company in the 
first place. 

JOHNSON 
J&OIGGINS 

Innovation Driven by Experience. 

k 

RISK AND INSURANCE MANAGEMENT SERVICES: EMPLOYEE BENEFITCONSULTING WORLDWIDE 
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profits 

384 ■ ■ ■ Puget Sound Bancorp 3,947 395 306 40.4 52.6 2.4 

■ ■ 465 349 Puget Sound Power & Light 2,356 791 1,020 128.2 226.4 2.5 

466 137 120 196 Quaker Oats 2,942 5,616 4,218 259.2 387.0 31.1 

473 271 406 133 Quantum Chemical 2,908 2,922 1,269 382.7 527.7 11.0 ' 

369 119 79 105 Ralston Purina 4,198 6,046 5,545 458.1 673.4 57.5 

■ ■ 413 414 Raychem 1,183 1,103 1,221 102.8 168.7 10.4 

329 89 111 93 Raytheon 4,740 8,192 4,447 489.6 748.6 76.4 

■ 422 370 328 Reebok International 1,063 1,786 1,384 137.0 160.1 2.2 

181 209 ■ ■ Reliance Group Holdings 9,045 3,730 345 23.6 36.1 9.3 

64 366 402 284 Republic New York 24,519 2,105 1,288 169.7 205.5 3.7 

■ ■ ■ 342 Rexene 511 719 680 129.6 150.3 1.3   i 

314 140 178 95 Reynolds Metals 5,032 5,567 2,903 482.0 665.6 29.0 

229 ■ ■ ■ Riggs National 7,002 562 317 37.0 49.9 2.2 

■ 292 382 437 Rite Aid 1,413 2,746 1,353 953 169.4 24.1 

■ 354 416 489 Roadway Services 1,193 2,185 1,208 80.2 203.8 29.5 

366 ■ ■ ■ Rochester Community Savings Bank 4,238 382 197 18.4 23.9 1.5 

191 46 78 51 Rockwell International 8,406 12,135 5,623 779.0 1,382.3 114.2 

■ 313 232 219 Rohm & Haas 2,242 2,535 2,287 230.1 357.9 12.2 

■ ■ 381 ■ Rorer Group 1,388 1,042 1,356 61.8 118.3 7.9 

■ 483 ■ ■ Rose's Stores 436 1,439 153 16.4 37.4 19.5 

■ ■ 419 ■ Rouse 2,080 462 1,172 20.0 58.1 4.0 

■ ■ 285 422 Rubbermaid 782 1,194 1,848 99.3 146.7 8.0   | 

263 157 248 337 Ryder System 6,039 5,030 2,072 134.7 737.5 43.2   | 

211 277 344 191 Safeco 7,732 2,873 1,492 268.6 306.8 8.6   1 
449 ■ ■ ■ St Paul Bancorp 3,106 292 133 22.8 25.4 0.9   , 

155 212 257 146 St Paul Cos 10,382 3,631 2,017 352.6 395.7 13.0 

9 117 168 186 Salomon 85,256 6,146 3,050 280.0 322.0 8.3 

412 376 243 263 San Diego Gas & Electric 3,533 2,076 2,138 189.4 362.2 4.7 

235 250 191 ■ Santa Fe Southern Pacific 6,824 3,144 2,715 ^6.5 289.4 20.5 

281 50 80 136 Sara Lee 5,663 11,206 5,508 376.9 588.4 89.1 

477 ■ 397 364 SCUM 2.887 1 (IS3 1,300 120.7 232.9 4.3 

102 116 53 53 SCEcorp 15,781 6,253 7,073 761.8 1,565.1 17.1 

419 267 63 128 Schering-Plough 3,426 2,969 6,383 389.8 498.7 22.1 

305 169 182 123 Scott Paper 5,156 4,726 2,876 400.9 683.9 26.2 

■ ■ 384 ■ EW Scripps 1,556 1,214 1,348 70.1 166.5 11.0 

333 ■ ■ ■ Seamen's 4,708 436 61 16.3 35.2 0.5 

12 5 17 38 Sears, Roebuck 77,952 50,251 15,219 909.5 1,504.5 510.5 

488 ■ ■ ■ Security Capital 2,777 250 2 -122.9 -106.1 1.0 

13 82 128 72 Security Pacific 77,870 8,483 4,060 638.9 828.2 41.9 

■ 433 ■ ■ Sequa 1,959 1,713 585 68.6 142.8 16.5 

■ 255 ■ ■ Service Merchandise 1,711 3,093 596 76.5 130.1 20.5 

344 ■ ■ ■ SFFed Corp 4,499 397 94 12.8 17.3 0.8 

183 298 208 Shawmut National 28,414 2,811 1,764 242.5 341.6 12.6 

443 420 Sherwin-Williams 1,259 1,950 1,092 101.1 140.1 16.3 
■ 420 ■ Sigma-Aldrich 323 375 1,166 56.5 68.6 3.1 

309 Signet Banking 11,002 1,239 786 152.5 179.2 5.9 

221 SmithKline Beckman 5,017 4,749 5,979 229.2 449.5 38.9 

Snap-on Tools 668 855 1,432 113.3 132.0 7.1 

Society 10,010 972 737 100.1 121.9 6.0 
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Of all the conservative banking principles we 

follow at Republic National Bank, one has been 

elevated to the status of a golden rule. That is the 

safeguarding of our depositors' funds. 

It's been a central tenet in the Safra banking 

family tradition, which reaches back well over a 

hundred years. 

And it helps explain why a firm as respected 

as Salomon Brothers Inc. has praised Republic as 

"...widely regarded for its clearly defined business 

plan and excellent management, superior asset 

quality, liquid and well-capitalized balance sheet 

and liability-driven operating strategy." 

Consequently, as Bear Stearns has pointed 

out, "The success of Republic in attracting 

deposits has been extraordinary." 

Because Republic clients know they come 

first. And that trusting in a sound bank pays off 

at rainbow's end. 

REPUBLIC 
NATIONAL BANK 

OF NEW YORK 

A SAFRA BANK 

BEVERLY HILLS-CAYMAN ISLANDS-LOS ANGELES-MEXICO CITY-MIAMI-MONTREAL-NEW YORK 
BUENOS AIRES-CARACAS-MONTEVIDEO-PUNTA DEL ESTE-SANTIAGO-SAO PAULO-BEIRUT-GEN EVA -GIBRALTAR 

GUERNSEY-LONDON-LUGANO-LUXEMBOURG-MILAN-MONTE CARLO-PARIS-HONG KONG-SINGAPORE-TAIPEI-TOKYO 
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Assets 
($mil) 
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Net 
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385 ■ ■ ■ Society for Savings 3,932 427 186 33.3 39.5 1.3 

446 497 418 470 Sonat 3,138 1,392 1,178 84.7 236.8 4.2 

■ 453 341 433 Sonoco Products 977 1,600 1,502 96.3 165.3 14.5 

283 ■ ■ ■ South Carolina National 5,655 552 508 54.5 76.4 4.0 

103 492 ■ ■ Southeast Banking 15,623 1,405 680 75.3 111.4 8.3 

70 106 54 41 Southern Company 22,288 7,235 7,058 846.0 1,685.0 32.6 

452 459 314 306 Southern New England Telecommunications 3,067 1,583 1,694 155.4 370.3 13.7 

185 254 ■ ■ Southmark 8,661 3,100 74 -288.2 -206.2 30.0 

242 ■ ■ ■ SouthTrust 6,645 626 525 67.6 77.9 3.9 

398 ■ ■ ■ Southwest Gas 3,679 801 328 41.2 82.5 2.8 

79 83 32 30 Southwestern Bell 20,985 8,453 12,129 1,060.1 2,904.6 66.0 

■ ■ 442 402 Southwestern Public Service 1,661 791 1,095 104.9 159.7 2.1 

68 348 258 207 Sovran Financial 22,484 2,230 2,011 243.1 315.7 14.4 

■ 494 ■ ■ Spiegel 1,207 1,402 474 57.0 75.1 7.4 

■ 414 ■ ■ Springs Industries 1,118 1,825 556 52.8 115.9 23.4 

■ 441 411 370 Square D 1,336 1,657 1,233 118.9 182.5 20.3 

451 310 62 116 Squibb 3,083 2,586 6,433 425.5 482.5 17.4 

170 ■ ■ ■ Standard Federal Bank 9,573 867 270 58.3 72.5 2.0 

■ 405 414 409 Stanley Works 1,405 1,909 1,220 103.5 167.5 19.0 

193 ■ 494 447 State Street Boston 8,372 897 928 92.3 110.0 7.2 

■ ■ 485 224 Sterling Chemicals 318 727 968 227.4 245.8 0.9 

■ 208 271 151 Stone Container 2,395 3,742 1,919 341.8 489.9 19.8 

51 344 169 228 Student Loan Marketing Assn 28,628 2,272 3,049 225.1 225.1 1.4 

■ 457 ■ ■ Subaru of America 695 1,584 279 -70.7 -62.0 1.2 

393 ■ ■ ■ Sumitomo Bank of California 3,719 339 174 24.5 30.2 1.6 

415 ■ ■ ■ Summit Bancorp 3,526 329 391 38.7 43.9 1.8 

187 80 148 ■ Sun Company 8,616 8,612 3,419 7.0 670.0 22.0 

378 ■ 190 ■ Sun Exploration & Production 4,094 1,070 2,717 -305.0 49.0 3.6 

■ 481 407 453 Sun Microsystems 973 1,462 1,262 89.6 166.6 5.6 

■ 479 496 ■ Sundstrand 1,567 1,477 925 -50.1 46.1 14.0 

48 273 201 168 SunTrust Banks 29,177 2,889 2,565 308.7 398,1 20.0 

464 ■ ■ ■ Sunwest Financial Service 2,964 287 229 21.0 29.5 2.2 

■ 447 ■ ■ Super Food Services 263 1,628 186 15.3 21.3 2.0 

■ 64 288 343 Super Valu Stores 2,383 10,025 1,834 129.5 242.7 33.2 

■ 141 305 432 Sysco 1,835 5,561 1,744 96.8 157.5 12.5 

253 ■ ■ ■ Talman Home Federal S&L of Illinois 6,337 543 82 25.6 53.5 1.9 

■ ■ 391 465 Tambrands 465 563 1,319 85.3 99.2 4.8 

■ 486 320 416 Tandem Computers 1,329 1,425 1,635 102.1 198.1 7.9 

478 195 137 160 Tandy 2,877 3,992 3,690 321.3 392.7 38.0 

296 ■ ■ ■ TCF Financial 5,259 580 63 12.5 27.6 2.2 

■ ■ 385 365 TECO Energy 2,315 1,034 1,348 120.6 226.8 4.5 

■ 485 ■ ■ Tektronix 1,010 1,431 583 -8.6 70.6 16.3 

363 109 ■ Tele-Communications 7,618 2,134 4,558 7.0 335.5 25.0 

172 134 126 Teledyne 5,125 4,598 3,718 391.8 493.6 44.1 

392 254 Temple-Inland 3,370 2,099 1,314 199.2 314.5 11.0 

91 46 Tenneco 17,376 13,234 6,198 822.0 1,330.0 99.0 

57 18 Texaco 26,337 33,544 12,491 1,304.0 3,398.0 46.0 

200 ■ ■ Texas Air 8,147 8,573 as: -718.6 -110.3 57.5 
■ ■ t Texas American Bancshares 4,383 436 3 -510.3 ^M)3.6 2.9 

■ Mi 500 list 

278 FORBES, MAY 1, 1989 



PLAY 1 TO 3 COINS 

NS GO TO ( H^^M^^^^^^^J^« i Bm.           1 

125II1 I 

B 

^<^ --■l^r77~T7^-T^                 m 
-  - ■ - 

^3 
■■i    Mm 

  

. 

One business still generates cold, hard 
cash you can see, feel and heat 

Gaming. 
As Americas premier gaming com- 
pany. Bally should realize about 
Si billion in casino hotel revenues 
in 1989—roughly half of the company's 
anticipated gross revenues for the year 

\\Tiich should come as no sur- 
prise. Because our only inventory is the 
stuff that dreams are made of. Think 
of it as S2,700,000 a day, on an annual- 
ized basis, that we can use right now 
where it will do Bally the most good. 

As for what the future holds, we 
ask you to recall a mathematical 
truism known to everyone who has 
ever pulled a lever or pushed a chip. 
In the long run, the odds are always 
with the house. 

And in the business of gaming. 
Bally is the biggest house there is. 

For more information, write 
William H. Peltier, YE Corporate 
Communications, 8700 W Brvn Mawr, 
Chicago, IL 60631. 
Or call 312- 
399-1300. 

THE l 

^ 

- 

c 1989. Bally Manufacturing Corporation 
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1988 Best European Car of the Year. 

mported Car of the Year. 

The Success Hasn't 
GoneTb Our Price. 

it- introduction, the Peugeot 105 has 

the rarefied kind of success onlj a 

•' ,      m enjoy. 

trope's most discriminating 

automoth talis       no car ever had before, 

winning the covei 

European Car of 

Year award for 1988 by the widest margin in histor 

Its debut in America was no less auspiciou.*- 

In grand style it won the Motoring Press Assoeiatio 

Best Imported Car for 1989 outshining established 

-tars like the Mercedes-Benz 190, the BMW535, a 



Peugeot 405 S 

>*#d 

le Acura Legend Coupe. All cars that are 

'gendarj for their performance. And     40 J 

jendary for their price. DL 

Happily, as you can see, all this 

raise hasn't swelled the 405 s price, 

.nd included in it are many standard 

menities like air-conditioning with automatic 

limate control and power door locks. As well as the 

protection of a 3-year/36,000-mile Bumper-to- 

lumper limited warranty; a 5-year/50,000-mile 

mited powertrain warranty;** and the most compre- 

$14,500* 
S 

$17,700* 
Mi 16 

$20,700* 

hensive roadside assistance plan available: 

So why not call 1-800-447-2882 for the name 

of a dealer where you can investigate one of the best 

automotive values on the market today: The front- 

wheel drive Peugeot 405. It'll grant you the experi- 

ence of driving a world class automobile. And spare 

you the experience of paying for one. 
In addition to the standard amenities mentioned) the 405 S comes with power muonroof, 
cruise control and Clarion anti-theft WI/FM cassette deck. *MSRR Excludes dest. charge. 
ia\. title, options ami registration. "See \our Healer for detail* of these warranties. 
***Memher>hip subject to the rule? and regulations of (@) 

NOTHING   ELSE   FEELS   LIKE   IT 
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288 230 345 286 Texas Eastern 5,444 3,481 1,488 166.9 427.3 9.6 

352 115 156 138 Texas Instruments 4,428 6,295 3,306 366.3 756.1 76.8 

99 187 103 71 Texas Utilities 16,058 4,154 4,753 642.7 907.5 15.9 

123 103 256 188 Textron 12,554 7,286 2,018 272.1 476.8 60.5 

319 175 68 180 Time Inc 4,947 4,507 6,066 289.0 511.0 20.5 

418 242 121 157 Times Mirror 3,476 3,259 4,210 331.9 529.4 27.9 

■ 465 471 ■ Timken 1,593 1,554 1,008 65.9 154.7 17.4 

351 440 321 269 Torchmark 4,428 1,670 1,632 180.1 197.0 6.1 

■ 194 101 193 Toys "R" Us 2,555 4,000 4,780 268.0 322.6 33.2 

55 92 204 149 Transamerica 26,759 7,879 2,548 346.4 539.1 17.5 

414 288 487 ■ Transco Energy 3,527 2,774 961 -76.8 98.7 4.8 

22 23 142 412 Travelers 53,332 18,986 3,541 103.3 187.0 37.5 

467 334 177 242 Tribune 2,942 2,335 2,909 210.4 327.1 16.8 

■ 403 493 457 Trinova 1,432 1,919 939 87.8 148.2 22.0 

267 ■ ■ ■ Trustcorp 5,969 570 432 24.9 37.5 3.8 

349 109 208 195 TRW 4,442 6,982 2,507 260.6 609.6 75.6 

■ ■ 409 US Tucson Electric Power 2,075 543 1,246 128.9 173.5 1.1 

■ 247 ■ ■ Turner Corp 920 3,196 73 3.7 11.2 3.5 

■ 221 404 ■ TW Services 2,115 3,574 1,275 53.7 192.0 120.0 

■ 421 342 485 Tyco Laboratories 1,413 1,792 1,500 82.0 125.4 11.3 

■ 390 437 476 Tyson Foods 918 2,001 1,102 83.5 155.0 25.6 

240 76 221 29 UAL 6,701 8,982 2,366 1,124.3 1,642.7 66.0 

108 ■ ■ ■ Union Bank 15,010 787 777 60.2 74.8 5.8 

450 305 222 175 Union Camp 3,094 2,661 2,365 295.1 495.7 18.4 

190 85 143 65 Union Carbide 8,441 8,324 3,526 662.0 1,135.0 43.6 

273 384 213 177 Union Electric 5,827 2,029 2,464 291.6 592.1 7.3 

127 118 51 70 Union Pacific 12,228 6,068 7,256 644.0 1,167.0 47.3 

436 ■ ■ Union Planters 3,269 327 187 25.6 37.0 2.1 

■ ■ 390 Union Texas Petroleum Holdings 1,717 1,073 869 109.3 259.0 1.8 

141 67 110 64 Unisys 11,535 9,902 4,459 680.6 1,373.0 92.8 

■ 430 ■ United Artists Communications 1,904 842 1,131 2.3 86.9 16.3 

275 ■ ■ United Banks of Colorado 5,812 569 189 9.0 26.3 3.9 

■ 227 ■ ■ United Brands 1,436 3,503 632 60.4 100.9 41.0 

■ 343 ■ United Cable Television 824 284 1,495 0.3 63.9 2.6 

■ ■ 494 United Illuminating 2,365 519 373 78.6 122.4 1.6 

149 ■ 376 United Jersey Banks 10,888 1,032 902 116.1 132.8 6.4 

395 ■ ■ United Missouri Bancshares 3,714 334 348 34.5 47.0 2.6 

113 492 360 US Bancorp 14,383 1,381 946 123.9 155.8 9.4 

■ 341 438 ■ US Shoe 1,197 2,274 1,101 5.3 60.3 40.0 

453 ■ ■ US Trust 3,061 362 367 30.6 43.9 2.2 

119 25 85 66 United Technologies 12,748 18,000 5,378 659.1 1,221.0 188.4 

165 114 102 89 United Telecommunications 9,817 6,493 4,759 508.9 1,415.5 37.7 

299 Universal 1,140 2,705 559 62.5 83.4 20.0 

Mi 

78 113 Unocal 9,508 8,853 4,421 24.0 1,489.0 18.2 

124 

335       UNUM Corp 8,127 2,199 1,159 134.8 142.4 

144       Upjohn 3,139 2,754 5,326 353.4 456.4 

27 US West 22,416 9,221 10,548 1,131.7 

USAir Group 5,349 5,707 1,510 165.0 416.6 

I SF&G 12,361 5,582 2,341 231.5 264.6 

3.9 

20.9 

2,891.9        69.1 

46.9 

11.2 
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OUR CONTROL TECHNOLOGY CREATES 
FINE PAPER FOR SOME VERY FINE ART 

If your refrigerator is looking wonder- 

fully cluttered these days, you might want to 

thank our control technology. 

Because Honeywell control technology 

has mastered the fine art of producing paper. 

We run large pulp and paper plants around 

the world. In fact, one of our TDC automa- 

CHonevwdl Inc 1989 

tion and control systems runs a mill that is 

capable of producing 600 tons of fine paper 

a day. 

Of course, we help produce a lot more 

than paper. 

Honeywell is the world's leader in control 

technology, providing products, systems and 

Honeywell 
HELPING YOU CONTROL  YOUR  WORLD 

services for homes and buildings, industry, 

space, aviation and defense. 

Needless to say, we keep all kinds of 

industries busy producing. 

Not to mention all kinds of people. 

For more information please call: 

1-18001-345-6770 ext. 1532. 



*.N» 

<** 

Coun i -person team used a Murata fax to relay weather reports, ice and snow 
wami'. findings via satellite. The Murata was used at a base camp 17,000 

For more informs ' .'H-.392-1622 

. 
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THE SKINNER EXPEDITION BEGAN ITS 
ASSAULT ON MT EVEREST WITH 

4800 FT. OF LIFELINE, 15 TONS OF GEAR 
AND A MURATA FAX MACHINE. 

feet above sea level for more than fifty days without a single malfunction. 
So, imagine what it could do in your office.   /Ui\    IR/XTA 

For JheMost Important Business 
In The World. Yours. : 
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■ 347 ■ 354 USG 1,821 2,248 304 125.4 208.4 15.3 

3 ■ ■ ■ USLife 4,145 1,279 586 70.9 80.2 1.9 

■ ■ 234 296 UST Inc 598 607 2,255 162.2 179.8 3.3 

84 34 49 55 USX 19,474 15,792 7,577 756.0 2,125.0 58.8 

■ 346 367 487 Valhi 2,291 2,252 1,395 80.6 196.9 15.9 

465 ■ ■ ■ Valley Bancorp 2,958 275 305 26.5 35.5 2.3 

417 ■ ■ ■ Valley Federal Savings & Loan Assn 3,480 333 77 -3.0 1.8 1.3 

138 ■ ■ ■ Valley National 11,766 1,147 484 62.3 92.4 7.6 

■ 316 266 278 VF 1,760 2,516 1,962 173.7 262.6 46.0 

383 ■ 317 ■ Viacom 3,980 1,259 1,661 -123.1 17.0 4.6 

■ ■ ■ 361 Vista Chemical 493 794 741 123.8 158.7 1.7 

■ 200 ■ ■ Vons Cos 1,673 3,917 445 -23.9 32.1 26.3 

■ ■ 315 329 Vulcan Materials 958 1,053 1,692 136.0 221.9 6.2 

227 19 13 42 Wal-Mart Stores 7,032 20,649 17,742 837.2 1,038.2 191.5 

■ 158 280 334 Walgreen 1,634 4,980 1,861 135.0 194.5 47.6 

471 256 364 ■ Wang Laboratories 2,911 3,075 1,419 50.3 332.2 30.9 

340 185 108 118 Warner Communications 4,598 4,206 4,637 423.2 605.9 14.0 

496 201 87 153 Warner-Lambert 2,703 3,908 5,314 340.3 436.7 33.5 

252 ■ ■ ■ Washington Mutual Savings Bank 6,364 584 211 37.3 42.9 2.1 

■ ■ 192 190 Washington Post 1,422 1,368 2,711 269.1 328.0 6.4 

322 223 42 102 Waste Management 4,879 3,566 9,360 464.2 765.9 33.7 

■ ■ 403 479 Weis Markets 596 1,189 1,283 82.6 102.2 14.0 

25 161 164 94 Wells Fargo 46,617 4,853 3,170 486.7 629.4 19.9 

■ 331 394 498 West Point-Pepperell 2,358 2,353 1,307 77.1 164.0 36.4 

399 ■ ■ ■ Western Capital Investment 3,664 347 90 -2.8 3.8 1.8 

284 ■ ■ ■ Western Savings & Loan Association 5,650 513 26 -151.7 -144.2 2.5 

94 42 50 45 Westinghouse Electric 16,937 12,500 7,576 822.8 1,170.3 119.6 

■ 353 278 239 Westvaco 2,634 2,187 1,873 211.4 355.0 14.7 

■ 162 ■ ■ Wetterau 1,010 4,850 561 42.0 78.9 12.6 

104 65 93 83 Weyerhaeuser 15,387 10,004 5,116 564.4 979.7 46.1 

■ ■ ■ 273 Wheeling-Pittsburgh Steel 1,286 1,103 45 178.8 230.4 6.2 

421 181 311 441 Whirlpool 3,410 4,315 1,715 94.1 236.8 29.7 

416 218 149 244 Whitman 3,486 3,583 3,408 209.8 311.6 25.3 

492 ■ ■ ■ Whitney Holding 2,747 226 319 25.8 32.8 1.3 

386 197 ■ ■ Wickes Cos 3,918 3,985 347 -123.6 32.2 45.0 

■ 432 433 299 Willamette Industries 1,430 1,716 1,121 161.1 257.4 9.0 

406 438 423 426 Williams Cos 3,567 1,673 1,160 98.0 223.7 3.8 

461 ■ ■ ■ Wilmington Trust 2,982 313 476 51.8 57.1 1.8 

■ 74 300 348 Winn-Dixie Stores 1,631 9,088 1,763 128.3 270.1 81.9 

442 467 290 266 Wisconsin Energy 3,161 1,541 1,819 183.2 313.0 5.9 

■ 456 ■ ■ Witco 1,115 1,586 784 71.6 124.5 

460.0 

7.7 

411 90 155 182 FW Woolworth 3,535 8,088 3,311 288.0 128.5 
■ ■ 497 ■ Worthington Industries 512 986 923 62.8 

87.2 

81 9 

110.5 

6.0 
m ■ 359 460 Wm Wrigley |r 440 891 1,435 5.5 

56 69 131 Xerox 26,441 16,441 6,005 387.9 1,171.9 112.8 

■ ■ ■ Yellow Freight System 1,021 2,016 910 69.0 177.3 27.2 
■ 358 ■ Zayre 1,462 1,921 1,442 -167.8 -81.8 20.0 
■ 302 ■ ■ Zenith Electronics 1,428 2,686 507 5.3 48.4 35.5 

486 a ■ ■ Zious Bancorporation 2,931 281 129 -17.9 -8.1 2.0 

■ Y 
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PUERTO     RICO 
-^ 

Special 
Advertising 
Supplement 

Puerto Rico - 
a top destination for 

sun-hungry tourists - is creating 
a climate of opportunity for U. S. and 

foreign industrialists in the Caribbean. 



Advertisement 2 
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Chase: your expert guide to 936 
It you're ready to explore As a result, we have the funding, to investment 

all the benefits the 936 specialized knowledge management. 
section of Puerto Rico's investors look tor, as well as Total banking capability 
Industrial Incentives Program the proven capability to work expertise and resources. It's 

offer, Chase is the with government and key what sets Chase apart from 
you should talk to. institutions within the 936 other financial institutions... 

program. It's exactly what you need 
In fact, Chase can when you look at 936. 

,i. coordinate the entire process 
in the stablishing 9 36 operations 

■ in Puerto Rico: from the 
initial advisory stage, to 

A^ CHASE o 

"elping its Caribbean neighbors to industrialize, the Commonwealth of 
Puerto Rico has become a world-wide promoter of the combined incentii 
and advantages now attracting growing numbers of private investors to 
the region. After two years and some 200 high-level trade missions, 

technical seminars and case-by-case salesmanship, 60 complementary or twin-plant 
projects linking Puerto Rico and 11 Caribbean countries have been promoted by the 
Commonwealth's Economic Development Administration, says Antonio J. Colorado, a 
Harvard-trained corporate tax expert and EDA Administrator. 

Puerto Rico s promo- 
tional support 
accounts for about 
half of the 17,600 

industrial jobs created in 
the region since the 
Caribbean Basin Initiative 
(CBI) program of the U.S. 
started up in 1984, 
Colorado points out. 

Ta in -pia 111 projects it ill 
create 14,000 new jobs: 
10,300 in the Caribbean 
countries, over 3. 700 in 
Puerto Rico. Twin-plant cost 
savings have also permitted 
retention of 1,200 existing 
jobs in Puerto Rico. 

Over $100 million from 
lower-interest "936funds" 
have been approved by 
Puerto Rican agencies for 
projects in CBI countries 
that have signed Tax 
Information Exchange 
Agreements (TIEAs) with the 
U.S. To date, agreements 
hare been ratified by 
Barbados. Dominica, 
Grenada and Jamaica and 
approt wis are pending from 
SI. Lucia. Trinidad/Tobago 
and Costa Rica. 
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The Caribbean is full 
of points of interest. And 
American Airlines, together 
with American Eagle®, is 
making them easier for 
you to get to every day 
from Puerto Rico. 

In 1986, we developed 
San Juan into a major hub 
of our system to provide 
you convenient access to 
the Caribbean. Not to men- 
tion Caracas and 12 gateway 
cities in the U.S. Today we 
offer service to 25 Carib- 
bean island destinations. 

\Xe've constructed a new, 
modern terminal facility, 
and we're planning a major 
terminal expaasion that will 
make Puerto Rico even 
more inviting. 

So if you're planning on 
doing business in the Carib- 
bean, consider these points. 
The points American flies 
to every day 
•Service to Punta Cana begins May 25. 
American Eagle" is a registered service 
mark of American Airlines, Inc., and is 
Americans regional airline associate. 

AmericanAirlines 
Something special in the Caribbean:" 
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Investments in Democracy 

/nvestments under the 
Caribbean Basin Initiative of 
the United States and Puerto 
Rico's supporting 

Complementary Project Program 
"contribute to social justice and 
progress and the triumph of 
democracy in the Caribbean.' 
according to Commonwealth 
Governor Rafael Hernandez Colon. 

In his State of the Common- 
wealth message on March 15. 
Governor Herna'ndez Colon 
promised continuing support by 
Puerto Rico for "the new frontier" of 
CHI development. 

"Our Complementary Project 
Program has provided indisputable 
thrust to the Caribbean Basin 

Initiative. Since January of 1985, we 
have created 10,327 new jobs and 
have generated $165.3 million in new 
investments for 11 Caribbean 
neighbors," the Governor reported. 

Rafael Hernandez Colon 
Governor, 
Commonwealth of 
Puerto Rico 

4th Caribbean Basin Conference & 
Marketplace Set for August 13-15 

he fourth annual Caribbean 
Basin Conference & Market- 
place, sponsored by the 
Commonwealth's Economic 

Development Administration, will be 
held August 13-15. 1989 at the Hyatt 
Cerromar Hotel, Dorado, Puerto 
Rico. 

U.S.. European and Asian 
business executives attending the 
conference will learn about Puerto 
Rico's unmatched tax incentives and 
reduced Caribbean operating costs 
available under the twin-plant pro- 
gram. The conference will focus on 
apparel, footwear, electronics, 
pharmaceuticals/health care, and 
food processing arrangements. 

For more information, please 
call Ms. Donata Makuta (809) 
766-0629 or Fax (809) 754-9645, 
Fomento San Juan. 

Stroll down a 16th Century cobblestone street 
to the most modern port in the Caribbean 

Historians rave about 
Puerto Rico's Spanish colonial 
heritage. But there's other 
history in the making. Today, 
San Juan is site for the most 
modern port in the Caribbean, 
with the most sophisticated 
facility on the Eastern Seaboard 
now under construction. 

To the West, the 
Mayagiiez port expands, 
and to the South, the 
Ponce port looks toward 
the 21st Century. 

COMMON\VUA!.:HCrPuu. 



Advertisement 5 

Puerto Rico/Caribbean complementary projects offer tax incentives and 
lower production costs competitive with any location in the world. 

Pharmaceutical, shoe, apparel and electronics manufacturers, and 
support industries in Puerto Rico are leading the growing number of corporations 

hat are establishing Canbbean complementary operations. 
fohnson & Johnson, Abbott, Schering-Plough and Smith Kline Beckman have set 

up twin plants in Grenada. Facility investments in the Dominican Republic and growing 
mtreach to other CBI locations have been provided to date by Westinghouse, General 
Electric, Hanes, GTE, American Home, Pfizer, Bristol-Myers, Warner-Lambert, 
Bel-Tronics, Avon, Eli Lilly, TLL Industries and Lutron, to mention a few. 

\*>&*L******* 
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At Condado Plaza, 
excellence is a 

matter of the heart. 

These heart pins 
are worn with great 
pride by employees 
whose exemplary 
service has been 
pointed out by our 
guests. This is one 
example of our total 
commitment to excel- 
lence in service and 
facilities. It's a com- 
mitment that our 
guests count on time 
after time. Service is 
so special and impor- 
tant at Condado Plaza 
because our guests 
are special and 
important. Come, and 
see for yourself how 
we take excellence to 
heart. For reservations 
and information, call 
your travel agent or 
Condado Plaza toll 
free at 1-800-468-8588. 

Puerto I- 
Operated bj '■'■ 

Managi 

CONDADO PLAZA 
HOTEL & CASINO 

SAN JUAN, PUERTO RICO 

Giro's attractio 
Puerto Rico * 
areenioyedby    ftnuaUy 

^tflion visitors 

Expanded tax incentives 
and other advantages 
offered by the Common- 
wealth hare triggered an 
estimated half a hi/lion 
dollars in private tourist 
industry investments since 
1987 and more projects are 
announced almost daily. 

$30 million in major 
improvements have been 
invested in PiteHo Rico's 
Condado Plaza & Casino 
Hotel since its purchase in 
1983 by Williams Hospital- 
ity Management. Other 
investments are scheduled 
by the company, the largest 
private owner/operator on 
the island with two hotels, 
950 rooms and total assets 
of $160 million. 

Puerto Rico has been 
living a tourist boom for the 
past two years," says Miguel 
Domenech, Executii v 
Director of The Tourism 
Company. 
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49 MAJOR COMPANIES 
HAVE PLANNED THEIR SUCCESS 

ALONG THE SAME LINES. 
/ 

-•y 

.^ 

Puerto Rico's Caribbean Development Program 
is one of the most dynamic profit-generating initia- 

tives in the Western Hemisphere. Or, for that matter, 
anywhere else in the world. And it's no wonder corpora- 

tions such as Johnson & Johnson, Westinghouse Electric 
jf        and Hanes Knitwear have become avid participants. 

X Puerto Rico, along with 22 of its Caribbean neighbors, 
now offers the best of all worlds to all kinds of businesses. By 

setting up a Complementary Production Project, your company 
gains multiple advantages. First, you benefit from the lower labor 

costs of most Caribbean countries. And secondly, you enjoy all the advan- 
tages Puerto Rico offers: 100% U.S. federal tax credits, 90% Puerto Rico 
tax exemption, highly skilled and educated work force (fully 98 % of all 

plant managers in Puerto Rico are Puerto Ricans), ultra modern com- 
munications systems, plus an extensive shipping and air cargo net- 

work for easy access to U.S. and overseas markets. 
Find out more about this uniquely profitable program. 

Because now, more than ever, Puerto Rico is the gateway 
to new business opportunities 

for your company. 

EUROPE 

For a copy of our informative booklet, 
"Puerto Rico's Caribbean Development Program" write to: 

Commonwealth of Puerto Rico, Economic Development Administration 
1290 Avenue of the Americas, New York, NY 10104 

Or call 800-223-0699 (in New York State, 212-245-1200 Ext. 437) 

PUERTO RICO 
Profits are our biggest export. 



The Forbes 500s on t Wall Street 

This table shows how the 
778 companies that qualified for 
one or more of the Forbes 500 
lists fared on Wall Street. 
Also included: earnings per share 
and earnings forecasts. 
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Company/fiscal vc-ar end                  sy 

cker 
nbol e> 

 s 
5-year 

ch       high-low 

Stock performance 
—latest 12 months- 

price      relative to 
change       market 

. 
rice/earnings- 

latest 
12 months 

price/ 
sales 

12-month 
high-low recent 

P 
5-year 

high-low 
1989 
est 

Abbott Laboratories/Dec                   1 VBT n           67- 18 54- 43 51% 8°., 100% 28- 11 15.5 13.5 2.35 

Aetna Life & Cas/Dec                       y >LET n           68- 27 53- 40 49% 13 104 37-    6 8.1 8.8 0.23 

Affiliated Pubs/Dec                            l \.FP n           45— 4 45- 24 41W 29 119 NM- 13 NM 47.8 5.35 

HF Ahmanson/Dec                            y VHM n           29- 5 19- 14 16'/: 9 101 15-    4 8.1 7.0 0.46 

Air Prods & Chems/Sep VPD n           S4- 19 5.3- 38 41 Vi -13 80 26-    9 10.4 9.7 0.92 

Albertson's/Jan                                   i >LBS n           43- 11 43- 28 395/8 35 125 20- 10 16.2 14.4 0.39 

Alco Standard/Sep                              i VSN n           30- 14 28- 22 26 0 93 18-    7 7.5 10.1 0.32 

Alexander & Alexander/Dec             . >LAL n           42- 16 28- 22 24   . 7 99 29-    9 15.7 14.5 0.81 

Alexander & Baldwin/Dec UEX o           39- 8 39- 27 36 33 123 15-    7 13.3 11.8 2.71 

Allegheny Ludlum'Dec VLS n           40- 15* 40- 21 37% 55 143 14-     5* 7.9 7.5 0.71 

Allegheny Power/Dec WP n            54- 25 40- 36 36 -5 88 13-    7 9.1 9.1 0.86 

Allied-Signal/Dec                               J VLD n           49- 25 37- 31 32% 1 94 NM-    6 10.5 9.4 0.40 

Alltel/Dec                                            y ̂ T n           44- 13 44- 30 41% 35 125 15-    7 14.2 11.9 1.64 

Altus Bank/Dec                                  / VLTS o           22- 4 7-    4 5'/a -21 73 NM-    3 NM NM 0.09 

Alcoa/Dec ^A n           66- 30 66- 42 57% 34 124 NM-    5 5.9 5.8 0.52 

AMAX/Dec UV1X n            29- 11 27-  18 23', 18 110 NM-    2 2.8 4.7 0.50 

Amdahl/Dec >iMH i            28- 5 28-  16 16% 2 94 45-    7 8.4 7.4 0.99 

Amerada Hess/ Dec                             t \HC n           42- 17 37- 25 35 Vi 18 110 NM-    6 23.5 13.2 0.69 

American Brands/Dec                        1 UvlB n           72- 27 72- 42 63% 43 132 17-    7 10.9 10.2 0.82 

American Capital/Dec                        1 VCC 9- 2 5-    2 2% -44 52 NM-    6 NM NA 0.07 

American Continental/Dec \MCC i           13- 3 10-    3 4% -31 64 NM-    2 NM NA 0.09 

American Cyanamid/Dec                  1 \CY n            57- 22 55- 44 50% 2 95 26-  10 14.9 12.7 0.99 

American Eleciric/Dec                      / VEP n           32- 15 29- 26 26 -5 88 13-    5 8.0 8.2 1.04 

American Express/Dec                      t VXP n           41- 13 32- 23 30 19 111 40-  10 12.4 9.8 0.55 

American Family/Dec                       1 \FL 19- 4 17-  12 16 3 96 21-    7 11.9 10.4 0 56 

American General 1                         y VGC n           47- 20 37-  27 33 -3 90 14-    7 9.6 8.9 1.07 

American Home Prods/Dec              I >iHP n           97- 47 89-  70 84% 5 98 19-  11 13.3 11.9 2.25 

American Intl Group                        i UG n           84- 26 80- 49 767/a 38 128 26-    8 10.4 10.7 0.92 

American Medical                              / KSM n           29- 11 19-   14 17% 16 108 NM-    9 18.8 15.7 0.41 

American Natl hu                             / VNAT 51- 22 37- 30 34% 11 103 17-    7 10.4 9.8 1.04 

•Range1^ for less than peri ■   indicated 
Stock prices as ol Mai  - 

\A Sell   .IV. il.ililc- or appllcabli \\i Not meaningful imate    D D Deflcil to deflcil D-P Deflcil to prolii del Deftdi    ! 
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In the 52 weeks ended Mar. 23, 1989 the Investor's Daily 
6000—the index used to compute relative performance of 
ithe 778 shares listed below—was up 7.8%. The blue-chip 

Dow industrials were up 8.5%. The 778 Forbes 500s compa- 
nies gained an average of 7.5%. 

Quite a range of prices here. MCorp, which as Mercantile 
National Bank was trading at a split-adjusted 10 two decades 
ago, was recently quoted at %. Berkshire Hathaway, which 
traded at 25 in 1968, not long after Warren Buffett took it 
over, is now at 4910. 

We don't show 20-year performance below—a goodly num- 
ber of the companies didn't even exist 20 years ago—but we 
do show 52-week performance on Wall Street. The best 
performer was Service Merchandise, up 174%. MCI Commu- 
nications, Pennwalt, Holly Farms, BankAmerica and Colum- 
bia Pictures all doubled or better. 

In this table, a fiscal year ending between June 1988 and 
May 1989 is designated as fiscal 1988 regardless of the calen- 
dar year it ends in. Estimates for 1988 earnings per share are 
shown (and marked "E") if results are not yet available. 
Earnings estimates come courtesy of the Institutional Bro- 

kers Estimate System, run by the New York brokerage firm of 
Lynch, Jones & Ryan. The "Confidence factor on estimate" 
indicates the level of agreement among security analysts. 
Abbott Laboratories' very high confidence level means that 
most of its 33 estimates were clustered close to the 1989 
consensus estimate of $3.83. 

Five-year price ranges are for the period between Mar. 29, 
1984 and Mar. 23, 1989. These ranges are not adjusted for 
spinoffs or special cash dividends, but the latest 12-month 
performance does reflect the value of special distributions. 
An asterisk for the five-year range designates companies with 
an incomplete trading history for the full period. For firms 
public less than one year, the latest 12-month range also 
includes an asterisk. "Stock performance relative to market" 
compares a company's price action to that of the Investor's 
Daily index. American Home Products, for example, gained 
5%, while the Investor's Daily index was up 7.8%. American 
Home Products' relative performance is 98; 100 would mean 
it tied the market. 

William O'Neil & Co., Los Angeles-based publisher of 
Investor's Daily, supplied the stock market data. 

net 
profit 
margin 

latest 
12 months 

EPS 
1988 
EPS 

indicated 
rate 

 DivW 

yield 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

15.2% S3.33 $3.33 $3.83 15% 33 very high $1.40 2.7% 42% 21% 

2.9 6.12 6.12 5.63 -8 29 average 2.76 5.5 45 3 

def -1.17 -1.17 0.86 DP 10 average 0.22 0.5 NM 23 

5.8 2.05 2.05 2.35 15 20 average 0.88 5.3 43 29 

8.8 4.00 3.90 4.28 10 21 high 1.20 2.9 30 22 

2.4 2.44 2.44 2.75 13 25 average 0.80 2.0 33 13 

4.3 3.49 2.33 2.57 10 11 average 0.76 2.9 22 4 

5.3 1.57 1.57 1.70 8 IS average 1.00 4.1 64 0 

20.3 2.70 2.70 3.05 13 7 low 0.80 2.2 30 18 

9.0 4.81 4.81 5.05 5 5 low 1.00 2.6 21 NA 

9.4 3.96 3.96 3.97 0 27 high 3.08 8.6 78 4 

3.9 3.10 3.10 3.46 12 16 high 1.80 5.6 58 1 

11.7 2.91 2.91 3.47 19 15 average 1.72 4.2 59 7 

def -4.69 -4.69 -1.43 D-D 3 very low none NA NA NA 

8.8 9.74 9.74 10.05 3 26 low 1.60 2.8 16 6 

18.8 8.42 8.42 4.96 -41 19 low 0.40 1.7 5 NA 

11.9 1.99 1.99 2.28 15 23 average 0.10 0.6 5 0 

3.0 1.51 1.51 2.69 78 26 low 0.60 1.7 40 NA 

8.0 '   5.84 5.84 6.23 7 24 average 2.44 3.8 42 5 

0.6 -0.13 -0.13 NA NA NA NA none NA NA 0 

def -2.71 NA NA NA NA NA none NA NA 0 

6.7 3.41 3.41 3.99 17 21 average 1.20 2.4 35 5 

12.9 3.24 3.24 3.16 -2 28 high 2.37 9.1 73 0 

4.5 2.43 2.43 3.05 26 25 high 0.84 2.8 35 8 

4.7 1.35 1.35 1.54 14 15 very high 0.28 1.8 21 15 

11.6 3.44 3.44 3.69 7 25 average 1.50 4.5 44 12 

16.9 6.38 6.38 7.13 12 34 very high 3.90 4.6 61 8 

8.9 7.40 7.40 7.18 -3 29 average 0.40 0.5 5 12 

2.5 0.95 1.21 1.14 -6 17 low 0.72 4.0 76 6 

10.1 3.33 3.33 3.53 6 6 average 1.48 4.3 44 9 

Sources: William O'Neil & Co Tlx Institutional Brokers Estimate System (IRES), a service of Lynch, Jones & Ryan via Lotus CD Investment: FORBES. 
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A MACHINE THAT CAN MAKE YOUR GOLDEN YEARS SHINE. 
Acalm dayon a gentle stream. 
To enjoy t^e7 freedom of living your dreams, 

count on The Xerox Financial Machine. 
With prudent mutual funds and insured unit 

trusts from Van Kampen Merritt. The ability to 
protect your assets with insurance for auto, home 
and business from Crum and Forster. Life insur- 
ance and annuities to make your retirement more 
secure from Xerox Life. Investment banking 
and pension fund management and administra- 
tion from Furman Selz. And the ability to lease 

anything from a fleet of fishing vessels to a 
Xerox copier from Xerox Credit Corporation. 

They're all part of Xerox Financial Services; a 
diversified group of financial companies with a 
singular standard of excellence. All geared to 
help make your future look bright. 

So you can have your day in the sun. 
To find out how you can put the power of 

The Xerox Financial Machine to work for you, 
write Xerox Financial Services, P.O. Box 5000, 
Norwalk, CT 06856. 

C1989 XEROX CORP< *. 
XEROX* »o4 THE FIN ANCI      «.1 u    "-<: 

are mark* of XERO\ (DRm^Hl 
'*S 

■ 
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The Forbes 500s on Wall Street 

Company/Fiscal year end 
Ticker 

symbol 

 Stock price  
5-year      12-month 

exch       high-low    high-low      recent 

Stock performance 
—latest 12 months- 
price      relative to 

change       market      high-low   12 months 

Stock price ratios- 
price/earnings  

5-year latest 1989 price/ 
est sales 

American Petrofina/Dec APIA 75- 38        75- 63 73% 11% 103%      NM- 7.3 NA 0.37 

American President/Dec APS 51- 14 39- 26 36% 16 107 41- 10.6 12.1 0.29 

American Savings/Dec 

American Stores/fan 

American Tel & Tel/Dec 

ASB 26- 10* 19-  12 16% 16 107 10-    2* 3.6 

ASC 86- 27 67- 48 555/8 -2 91 24-    7 21.9 

36- 15 33- 24 31'/2 14 105 NM-    5 NM 

5.5 

14.8 

12.8 

0.25 

0.09 

0.96 

AmeriFirst Bank/Sep AMRI 20-    8* 19- 11 12% -23 71 NM- NM 17.2 0.33 

Ameritech/Dec AIT 53- 21 53- 42 51'/4 14 105 13-    7 11.3 10.9 1.39 

Ameritrust/Dec AMTR 27- 10 24- 17 23% 36 127 NM- 8.9 8.3 0.82 

Ames Dept Stores/Jan ADD 35-    8 19- 13 15% -10 84 46- 10 12.8 11.3 0.17 

Amoco/Dec AN 45- 25 41- 34 40 100 26-    7 10.0 10.8 0.98 

AMP/Dec AMP 72- 26 54- 41 41'/s -16 78 42- 14 13.9 12.6 1.66 

AMR/Dec AMR 66- 24        62- 39 56 i/s 32 123 19- 7.1 7.5 0.38 

AmSouth Bancorp/Dec ASO 39- 13 26- 22 24'/4 90 13-   6 7.4 6.8 0.74 

Anadarko Petroleum/Dec APC 35- 18*      28- 22 25 96 NM- 32* 32.9 28.4 3.91 

Anchor Savings Bank/Jun ABKR 13-    4* 8-    4 4V4 -22 73 NM-NM* NM 18.0 0.10 

Anheuser-Busch Cos/Dec BUD 40-    9 35- 29 34 10 102 21-    8 13.9 12.1 1.08 

Aon/Dec AOC 33- 14       30- 23 29% 15 107 13-    7 10.5 8.3 0.68 

Apple Bank/Dec APK 38- 11' 38- 28 32% 18 109 13-    4* 6.2 5.5 0.51 

Apple Computer/Sep AAPL 60-    7 48- 34 34% -16 78 54- 10 10.6 10.3 0.96 

Archer Daniels lun ADM 26- 24- 18 23 Vi 20 111 17- 11.5 11.5 0.57 

Argonaut Group/Dec AGII 56-  19* 56- 40 52 Vi 15 106 16-    4* 5.6 8.0 1.16 

Aristech Chemical/Dec ARS 42-  17* 42- 24 35!/. 16 107 17- 5.3 5.8 0.78 

Arkla/Dec ALG 27- 16 23- 18 20% 98 32- 12 16.0 13.1 0.88 

Armco/Dec AS 22- 13- 10 -10 83 NM- 9.4 5.1 0.27 

Armstrong World Inds/Dec ACK 47- 12 44- 32 34% 88 16-    7 9.9 9.4 0.60 

Asarco/Dec AR 34-  10 31- 22 99 NM- 5.4 5.6 0.57 

Ashland Oil/Sep ASH 41-  10 41- 32 38% 18 109 NM- 9.0 9.1 0.29 

Atlantic Financial/Sep ATLF 1% -72 26 NM-    3 NM NA 0.01 

Atlantic Richfield/Dec ARC 99- 41 93-  76 89;. 11 103 NM- 10.2 10.4 0.87 

Automatic Data lun AUD 55- 15 46- 35 36 W -15 79 31- 14 15.7 14.7 1.67 

Avery International V u AVY 29-  12 26- 20 22% 95 32- 10 12.9 11.2 0.63 

Avnet/Jun AVT 41- 19 28- 19 21% -10 84 61- 11 15.4 14.1 0.40 

Avon Products/Dec AVP 39-  18 28- 19 21'/4 -12 NM-    9 NM 10.3 0.37 

Baker Hughes/Sep BHI 27-  11*      20-  12 16'/! -5 88 40- 13* 37.5 25.0 0.84 

Bally Manufacturing Dec BLY 28- 11 25-  15 21% 26 117 NM- 12 19.3 12.3 0.31 

Baltimore Bancorp/Dec BBB 25- 17-  12 13 -12 82 NM-    6* NM 7.6 0.60 

Baltimore G&E/Dec BGE 40-  15        34- 29 28*4 87 13- 8.3 8.3 1.22 

Banc One/Dec ONE 30-  12 28- 22 24% 93 16-    8 9.5 8.3 1.17 

Banco Popular PR/Dec BPOP 20-    7 20-  14 19% 39 129 10- 8.4 NA 0.72 

Bancorp Hawaii/Dec BNH1 43-  12 43- 33 4V/i 13 14 12- 7.9 8.3 1.03 

Bandag/Dec BDG n 70- 20 70- 58 68% 7 99 20- 9 14.6 13.1 2.04 

Bank of Boston/Dec BKB n 38-  10 30- 23 24% 4 97 NM- 4 5.3 5.2 0.32 

Bank of New England/Dec NEB n 40-  12 29- 22 23% -15 79 17- 5 5.9 5.4 0.51 

Bank of New York/Dec BK n 47-   18 45- 30 «\ 40 130 17- 4 7.8 7.4 1.06 

BankSoui! 

BankAmen. 

Bankers Trust 1\ i 

BKSO 21-    8 14-  10 13% 10 102 19-    7 10.7 

BAG 23-    5 23-  10 23 114 199 NM- 

BT 55-  19 43- 30 40 24 115 NM- 4.9 

9.5 

5.0 

5.0 

0.95 

0.41 

0.55 

BanPonce BDEP 40-    9 27- 22 12 104 15- 7.0 

'Range i> tor It--- \  Not 
stock prio 

6.5 0.50 

available or applicable    NM Not meaningful    E: Estimate.    D-D: Deficit to deficit    D-P: Deficit to profit,   def: Deficit 
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indicated 
rate 

 Divid 

yield 

net 
profit 
margin 

latest 
12 months 

EPS 
1988 
EPS 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

5.0% $10.07 $10.07 NA NA NA NA $3.20 4.3% 32% NA 

3.8 3.46 3.46 $3.03 -12% 11 low 0.50 1.4 14 11% 

8.2 4.67 4.67 3.06 -34 6 low 0.80 4.8 17 NA 

0.5 2.54 2.54 3.75 48 13 low 1.00 1.8 39 21 

def -1.55 -1.55 2.46 DP 32 average 1.20 3.8 NM 0 

def -0.47 -0.60 0.75 DP 1 NM none NA NA NA 

12.5 4.55 4.55 4.72 4 26 high 2.92 5.7 64 51 

9.8 2.62 2.62 2.83 8 7 average 1.12 4.8 43 8 

1.4 1.20 1.20 1.36 13 14 low 0.10 0.7 8 7 

9.8 4.00 4.00 3.69 -8 41 average 1.90 4.8 48 3 

12.0 2.96 2.96 3.27 10 23 high 1.20 2.9 41 12 

5.4 7.92 7.92 7.47 -6 23 low none NA NA NA 

10.0 3.30 3.30 3.56 8 10 very high 1.32 5.4 40 10 

11.9 0.76 0.76 0.88 16 30 low 0.30 1.2 39 NA 

def -1.22 -0.81 0.25 DP 2 NM none NA NA NA 

8.0 2.45 2.45 2.80 14 29 very high 0.72 2.1 29 21 

6.6 2.79 2.79 3.51 26 22 very high 1.28 4.4 46 3 

8.2 5.29 5.29 5.92 12 8 average none NA NA NA 

9.5 3.26 3.08 3.33 8 51 average 0.40 1.2 12 NA 

4.9 2.04 1.95 2.05 5 19 average 0.10 0.4 5 8 

21.8 9.41 9.41 6.53 -31 3 low none NA NA NA 

15.4 6.62 6.62 6.08 -8 12 average 0.92 2.6 14 NA 

5.9 1.30 1.30 1.59 22 20 average 1.08 5.2 83 2 

3.1 1.07 1.07 1.97 84 14 low none NA NA NA 

6.1 3.51 3.51 3.70 5 16 average 1.00 2.9 28 14 

10.4 4.92 4.92 4.81 -2 21 low 1.20 4.5 24 NA 

3.0 4.30 3.29 4.24 29 27 low 1.00 2.6 23 6 

def -8.79 1.57 NA NA NA NA 0.28 14.9 NM 54 

9.0 878 8.78 8.59 -2 45 average 450 5.0 51 6 

11.0 2.33 2.20 2.49 13 31 very high 0.52 1.4 2: 13 

4.9 1.77 1.77 2.03 15 15 high 0.48 2.1 27 10 

2.6 1.42 1.46 1.55 6 18 low 0.50 2.3 35 0 

def -7.11 -7.11 2.06 DP 18 average 1.00 4.7 NM -11 

2.5 0.44 0.45 0.66 47 33 low 0.46 2.8 105 NA 

2.0 1.12 1.12 1.76 57 7 low 0.24 1.1 21 2 

0.7 0.14 0 14 1.72 NM 8 average 0.50 3.8 357 NA 

16.3 3.47 3.47 3.44 -1 26 high 2.00 7.0 58 6 

12.4 2.61 2.61 2.98 14 28 very high 1.04 4.2 40 14 

8.6 2.37 2.37 NA NA NA NA 0.80 4.0 34 6 

12.9 - 5.25 5.25 5.00 -5 7 average 1.36 3.3 26 8 

14.2 4.68 4.68 5.24 12 11 high 0.90 1.3 19 11 

6.1 4.66 4.66 4.70 1 25 high 1.24 5.0 27 9 

8.8 4.06 4.06 4.41 9 26 high 1.36 5.7 33 17 

8.1 - 5.61 5.61 5.92 6 14 average 1.92 4.4 34 10 

9.0 1.28 1.28 1.43 12 5 high 0.44 3.2 34 14 

5.4 2.77 2.77 4.53 64 31 low 0.60 2.7 22 0 

11.1 8.09 8.09 7.97 -1 27 average 2.08 5.2 26 13 

7.1 3.63 3.63 3.90 7 1 NM 1.50 5.9 41 21 

Sources: William O'Neil & Co The Institutional Brokers Estimate System (IBES), a service of Lynch, Jones & Ryan tia Lotus CD Investment, FORBES 
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The Forbes 500s on Wall Street 
■■^^^^■^^■■■i^^^^^^^^—""-^^^^^^^ 

Company/fiscal year end 
Ticker 

symbol exch 

Stock performance 
—latest 12 months- 
price      relative to 

change       market 

 P 
5-year 

high-low 

—Stock price ratios- 

price/ 
sales 

5-year 
high-low 

12-month 
high-low recent 

latest 
12 months 

1989 
est 

CR Bard/Dec BCR n 25- 5 25- 18 187s -5% 88% 28- 8 13.7 11.7 1.40 

Barnett Banks/Dec BBI n 42- 15 37- 29 32 V4 -1 92 14- 6 8.7 7.7 0.77 

Battle Mountain Gold/Dec BMG n 30- 6* 19- 13 15% -12 81 57- 13* 16.9 16.7 7.16 

Bausch & Lomb/Dec BOL n 50- 18 49- 40 46% 7 99 20- 10 14.3 12.5 1.42 

Baxter International/Dec BAX n 29- 12 26- 16 19'/2 -18 76 NM- 10 14.9 12.7 0.70 

BayBanks/Dec BBNK 0 52- 17 48- 39 42 4 96 13- 6 7.5 7.7 0.73 

BB&T Financial/Dec BBTF 0 22- 12 21- 14 16% 12 104 14- 7 8.2 7.8 0.77 

Bear Stearns Cos/Jun BSC n 25- 8* 16- 11 145/8 13 104 16- 5* 6.5 8.3 0.58 

Becton Dickinson/Sep BDX n 69- 15 62- 47 49 V* -18 76 23- 10 12.0 10.7 1.11 

Bell Atlantic/Dec BEL n 80- 33 76- 64 747/s 8 100 14- 8 11.3 10.6 1.36 

BellSouth/Dec BLS n 46- 18 44- 37 415/8 7 99 16- 7 11.9 11.4 1.42 

Beneficial Corp/Dec BNL n 79- 23 54- 42 46% 1 94 28- 5 11.1 9.2 0.73 

Benj Franklin S&L/Dec BENJ o 11- 4* 7- 4 47s -15 79 5- T 3.3 3.4 0.07 

Bergen Brunswig/Aug BBCA a 27- 11 27- 18 26% 48 137 26- 10 12.2 12.9 0.14 

Berkshire Hathaway/Dec BRK n 5050-1240 5050-3200 4,910 42 132 40- 10 14.1 18.5 2.41 

Bethlehem Steel/Dec BS n 29- 5 29- 18 23% 10 102 NM- 4 4.5 3.8 0.32 

Beverly Enterprises/Dec BEV n 22- 4 9- 4 9 24 115 NM- 12 NM NM 0.24 

Black & Decker/Sep BDK n 27- 13 25- 18 19% 0 93 42- 9 11.2 9.7 0.49 

H&R Block/Apr HRB n 34- 9 32- 23 27U ^8 86 25- 9 15.7 12.4 1.74 

Boatmen's Bancshares/Dec BOAT 0 48- 24 37- 30 32% -9 84 16- 6 16.4 8.1 0.80 

Boeing/Dec BA n 69- 24 69- 45 65 40 130 17- 10 16.2 10.5 0.59 

Boise Cascade/Dec BCC n 52- 20 50- 39 417/8 -6 87 28- 6 6.6 6.3 0.46 

Borden/Dec BN n 64- 17 61- 48 57 VS 5 98 19- 8 13.5 11.8 0.58 

Boston Edison/Dec BSE n 28- 13 17- 13 16% -2 91 12- 6 8.8 9.2 0.52 

Bowater/Dcc BOW n 45- 15* 36- 25 27S -18 76 27- 6* 6.3 6.2 0.70 

Bristol-Myers/Dec BMY n 56- 22 48- 38 4616 9 101 26- 11 16.2 14.1 2.24 

Broad Inct/Nov BRO n 19- 5 16- 7 ":; 45 135 NM- 2 NM NA NM 

Brown-Forman/Apr BFB a 66- 16 66- 42 61V* 29 120 20- 8 12.2 11.5 1.64 

Brown droup l.m BG n 44- 23 38- 31 33% -A 89 70- 7 69.5 11.7 0.34 

Browning-Ferris Inds/Sep BFI n 36- 7 30- 21 28% 7 100 31- 10 18.4 16.1 1.97 

Bruno's/|un BRNO o 13- 3 13- 10 11 -10 83 30- 12 20.0 17.2 0.43 

Brunswick/Dec BC n 30- 6 24- 16 18V8 -13 80 17- 5 8.5 8.7 0.49 

Burlington Northern    1 tec BNI n 84- 21 80- 21 12V* 36 126 NM- 5 8.0 6.8 0.35 

Burlington Resources/Dec BR n NA-NA 52- 23' 43 W NA NA NA-NA NM 27.7 2.98 

Cabot/Sep CBT n 49- 21 45- 34 41% 10 102 36- 7 16.8 13.7 0.63 

CalFed/Dec CAL n 42- 11 27- 21 22 VA -13 81 9- 3 4.2 5.3 0.20 

Campbell Soup/Jul CPB n 35- 14 35- 24 31% 10 102 20- 9 15.6 13.2 0.77 

Capital Cities/ABC/Dec CCB n 450-136 386-297 370'/j 7 99 31- 14 16.6 14.6 1.40 

Capital Holding/Dec CPH n 39- 15 35- 27 34% 12 104 14- 7 8.6 8.3 0.75 

Carnival Cruise Lines/Nov CCL a 19- 8* 19- 11 I- - 16 108 14- 6' 10.4 10.2 3.40 

Carolina Power & Lt 1 tec CPL n 43- 19 38- 32 55   , 3 95 18- 5 17.5 9.1 1.26 

Carter Hawley Hale/Jul CHH n 13- 8* 13- 8 8% -20 74 69- 1* 28.5 14.5 0.07 

Castle & Cooke/Dec CKE n 29- 9 29- 23 25% 7 99 NM- 7 12.5 11.8 0.61 

Caterpillar/Dec CAT n 75- 28 69- 54 56% -11 83 NM- 9 9.4 8.8 0.56 

CBS/Dec CBS n 226- 68 183- 46 172% 7 99 24- 9 3.8 16.0 1.46 

Centel/Det CNT n 46- 14 46- 27 43% 31 122 27- 8 218 25.3 2.22 

Ccnterior Energy/Dec CX n 28- 12 17- 12 15% 1 94 NM- 4 NM 8.3 1.07 

Centex/Mar CTX n 41- 15 30- 20 28 40 130 18- 8 13.3 9.0 0.24 

"Range is for less than period indie 
discontinued operations    NA Not 
Mai 23 i'>H9 

Prices .i*. originally reported, adjusted for spins Stock performance includes value of special dividends.    ^Includes $3385 fr 
ivailable or applicable    NM: Not meaningful    E Estimate    D-D: Deficit to deficit     D-P: Deficit to profit    def: Deficit.    Stock pn 
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indicated 
rate 

 Divid 

yield 

net 
profit 

margin 

latest 
12 months 

EPS 
1988 
EPS 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

10.4% $1.38 $1.38 $1.62 17% 28 high $0.32 1.7% 23% 31% 

8.9 3.75 3.75 4.22 13 32 very high 1.04 3.2 28 15 

42.2 0.91 0.91 0.92 1 32 low 0.10 0.7 11 42 

10.0 3.27 3.27 3.75 15 13 very high 1.16 2.5 35 7 

5.7 1.31 1.31 1.54 18 29 high 0.56 2.9 43 10 

9.7 5.57 5.57 5.45. -2 9 high 1.80 4.3 32 4 

9.4 2.05 2.05 2.16 5 8 high 0.72 4.3 35 4 

9.6 2.24 1.56 1.76 13 8 average 0.56 3.8 25 44 

9.4 4.10 4.01 4.60 15 23 high 1.00 2.0 24 12 

12.1 6.65 6.65 7.09 7 30 high 4.08 5.4 61 8 

12.2 3.51 3.51 3.65 4 30 high 2.36 5.7 67 10 

7.4 4.19 4.19 5.06 21 7 high 2.20 4.7 53 0 

2.2 1.50 1.50 1.45 -3 3 very low none NA NA NA 

1.1 2.19 1.89 2.08 10 8 average 0.32 1.2 15 5 

17.1 348.23 348.23 265.00 -24 2 NM none NA NA NA 

7.1 5.16 5.16 6.14 19 18 low none NA NA NA 

def -0.47 -0.47 0.11 DP 12 very low none NA NA NA 

4.4 1.77 1.65 2.03 23 16 high 0.40 2.0 23 -14 

10.8 1.77 1.94E 2.24 15 6 high 1.04 3.7 59 16 

5.1 2.01 2.01 4.07 102 11 average 2.00 6.1 100 10 

3.6 4.02 4.02 6.19 54 32 average 1.60 2.5 40 16 

7.1 6.34 6.34 6.64 5 25 average 1.40 3.3 22 1 

4.3 4.22 4.22 4.86 15 25 very high 1.56 2.7 37 14 

7.0 1.86 1.86 1.79 -4 19 low 1.82 11.1 98 6 

11.7 4.37 4.37 4.48 3 19 average 1.12 4.1 26 16 

13.9 2.88 2.88 3.29 14 37 very high 2.00 4.3 69 25 

def -0.46 -0.46 NA NA NA NA 0.09 1.2 NM 17 

13.6 5.02 4.79E 5.33 11 5 high 1.68 2.7 33 28 

0.5 0.48 0.48 2.86 496 9 high 1.60 4.8 333 5 

10.9 1.57 1.51 1.79 19 32 very high 0.56 1.9 36 20 

2.2 0.55 0.53 0.64 21 12 very high 0.12 1.1 22 7 

5.9 2.20 2.20 2.15 -2 14 low 0.44 2.4 20 19 

4.4 2.76 2.76 3.28 19 20 average 1.20 5.4 43 21 

3.3 0.46 0.46 1.56 239 16 average 0.58 1.3 126 NA 

3.8 2.48 2.27 3.04 34 9 average 1.04 2.5 42 2 

4.8 5.39 5.39 4.27 -21 17 low 1.40 6.2 26 51 

4.9 2.01 1.87 2.37 27 26 high 0.92 2.9 46 7 

8.1 22.31 22.31 25.46 14 26 average 0.20 0.1 1 0 

9.3 4.00 4.00 4.11 3 26 high 1.00 2.9 25 6 

32.7 1.46 1.46 1.48 1 6 average 0.40 2.6 27 NA 

8.7 2.04 2.04 3.95 94 22 high 2.84 7.9 139 5 

0.2 0.29 0.33 ' 0.57 73 13 low none NA NA NA 

4.5 2.05 2.05 2.17 6 6 average none NA NA NA 

6.0 6.07 6.07 6.47 7 25 average 1.20 2.1 20 -7 

41.5 44.87* 44.87± 10.76 -76 28 low 4.40 2.6 10 3 

11.5 1.99 1.99 1.71 -14 13 low 1.24 2.9 62 3 

def -0.73 -0.73 1.87 DP 23 low 1.60 10.3 NM -8 

1.8 2.10 2.41E 3.10 29 8 low 0.40 1.4 19 1 

Sources: William O'Neil & Co Tlx Institutional Brokers Estimate System (IBES), a service of Lynch, Jones & R)an via Lotus CD Investment; FORBES 
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It was called Celebrity. 
It was mid-size! aerodynamic, fuel-injected, 

state of the art. ' 
It was roomy, c||tifort|ble and quiet. One of 

the first of a new;generation of front-drive sedans 
big enough to aaeommodate'six people and 
16 cubic feet ofiloggage. 

Its standard 4-cylinder engine was powerful 

enough to convince many fleets that it was all 
the power they needed. Its option packaging was 
simple and sensible. And because it was a 
Chevrolet, it was priced hundreds less than 
anything else like it. 

A fleet car so right for the times it 
became one of the most popular fleet 
cars of all time. And the value yard- 

THE PERFECT 

■ ■ 

XV 
■ 

E PERFECT 
itu'AtfirtBi 

qst passenger room of any 
sedan. 

It will oe*V<3oge&and WKierthan Celebrity, 
yet have evenness aerodynamic drag; 

Its standard 4-cylinde^'engine will befnore 
powerful than either today's CelebntyJ^'r Ford 
Taurus. Its optional 3.IL Vo will have zO lbs-ft. 

I 

more torque than the Taurus 
equivalent, yet beat Taurus in 
estimated fuel economy with 
30 EPA estimated MPG highway. 

Its standard features will include six- 
passenger seating. Scotchgard '" Fabric Protec- 
tor, stainless steel exhaust system, tinted glass, 
AM/FM stereo with clock and 4-speaker sound 



:em. 4-wheel 
brakes and 

r-coat finish. 
:s warranty* 
help reduce 
t-of-pocket repair 
)r replacement cost 

for the life cycle of 

CAR, 1990. 
'■ 

your fleet. THE 
And it will come with a very 

competitive price tag. mmrm*-* 
It is. after all. a Chevrolet. OF AMERICA 

TODAYS CHEVROLET 
FLEET SALES 



The Forbes 500s on Wall Street 
^^^^^^^^^^^^■■■^■^^^^                                                                                                                                                                                                                                                                                                                                   ^p 

Company/fiscal vear end 
Ticker 

symbol exch 

 S 
5-year 

high-low 

Stock p 
—latest 
price 

change 

erformance —Stock price J* 

price/ 
sales 

12-month 
high-low recent 

relative to 
market 

5-year         latest 
high-low   12 months 

1989 
est 

Central & So West/Dec CSR n 41- 17 34- 30 30% 0% 92% 11- 5 8.9 8.0 1.14 

Central Bancshares/Dec CBSS 0 23- 7 16-  14 13% 1 94 13- 6 7.3 6.8 0.74 

Central Fidelity Bks/Dec CFBS 0 37- 13 29- 25 28 4 96 13- 6 8.8 8.0 0.97 

Central 111 Pub Svc'Dec CIP n 31- 14 23- 20 20% -6 87 16- 5 8.7 9.1 1.13 

CenTrust Savings Bank/Sep DLP a 14- 4* 9-    5 47/8 ^17 50 NM- 1* NM NA 0.04 

Champion Intl/Dec CHA n 45- 17 38- 30 30% -12 82 22- 6 6.3 5.8 0.56 

Chase Manhattan/Dec CMB n 50- 18 35- 24 34% 36 127 NA- 3 3.0 4.9 0.25 

Chemical Banking/Dec CHL n 56- 20 34- 21 32% 43 133 NM- 2 2.7 4.4 0.28 

Chevron/Dec CHV n 65- 29 55- 43 51% 14 106 29- 7 10.0 10.9 0.70 

Chrysler/Dec C n 48- 9 30- 21 24;- 2 9T 8- 2 5.3 4.5 0.16 

Chubb/Dec CB n 78- 23 68- 51 66% 14 106 NM- 6 7.8 7.8 0.68 

Cigna/Dec CI n 77- 27 55- 43 52% 11 103 NM- 6 9.3 11.0 0.23 

Cincinnati Bell/Dec CSN n 47- 9 47- 23 42% 77 164 18- 6 16.3 13.6 1.81 

Cincinnati Financial/Dec CINF o 76- 26 63- 45 60% 24 115 18- 6 7.6 8.2 1.08 

Cincinnati G&E/Dec CIN n 31- 9 29- 24 25 -2 91 9- 3 5.8 6.1 0.90 

Circle K/Apr CKP n 19- 7 16-  11 15% 26 116 21- 8 14.7 15.4 0.21 

Circuit City Stores/Feb CC n 45- 7 45- 25 43 59 147   , 26- s 15.4 12.1 0.60 

Citadel Holding/Dec CDL a 61- 12 43- 34 37% 2 95 9- 3 5.2 5.7 0.32 

Citicorp/Dec CCI n 34- 14 30-  19 27% 43 133 NM- 3 5.7 5.7 0.28 

Citizens & Southern/Dec CTZ n 31- 13 28- 23 26 Vi 10 102 12- 6 8.2 7.3 0.78 

Citizens Savings/Dec CSFCB o 20- 6 15-   12 12% 6 99 5- 3 2.7 NA 0.12 

Citizens Utilities/Dec CITUA 0 44- 10 44- 31 41% 34 125 26- 11 24.4 23.4 6.05 

City National/Dec CTYN 0 27- 7 27-  19 24% 19 110 17- 8 12.3 10.6 1.64 

CityFed Financial/Dec CTYF 0 18- 3 6-    3 3% -38 58 NM- 2 NM NM 0.06 

Clorox/|un CLX n 36- 11 35- 27 31% -1 92 17- 7 12.4 12.4 1.29 

CMS Energy/Dec CMS n 27- 4 27-  16 24% 38 128 NM- 2 7.3 7.2 0.67 

CNW/Dec CNW n 45- 16 41- 21 38 74 161 NM- 6 7.5 10.7 0.62 

Coast S&L Assn/Dec CSA n 22- 11* 20- 14 17% 1 93 28- 3* 4.8 6.1 0.21 

Coastal Corp/Dec CGP n 40- 11 37- 26 33% 22 113 NM- 5 12.6 10.6 0.24 

Coca-Cola/Dec KO n 53- 18 52- 35 50'/4 29 120 21- 12 17.6 15.3 2.14 

Coca-Cola Enterprises/Dec CCE n 21- 11* 17-  13 16 5 97 48- 13* 15.5 18.8 0.55 

Colgate-Palmolive/Dec CL n 53- 21 50- 40 46 V* 6 99 67- 9 10.0 12.1 0.67 

Colorado Natl Bkshs/Dcc COLC o 22- 9 17-  12 15% 27 118 NM- 6 15.6 11.4 0.54 

Columbia Gas System/Dec CC n 57- 27 37- 27 34'/» 16 107 NM- 5 13.9 12.7 0.50 

Columbia Pictures Feb KPE n 19- 7* 19-    8 16V4 106 191 NM- 6* NM 69.8 1.34 

Columbia S&L Asm/Dec CSV n 18- 3 10-    6 :-   - 10 102 28- 1 5.3 5.3 0.13 

Combustion Eng/Dec CSP n 45- 23 38- 26 26% -22 72 NM- 10 NM 13.5 0.29 

Comcast/Dec CMCSA 0 21- 4 21- 13 18% 4 97 NM- 15 NM NM 3.09 

Comdisco/Sep CDO n 37- 5 26-  19 21% 5 97 19- 4 9.5 8.3 0.68 

Comerica/Dec CMCA 0 52- 17 52- 41 46% 11 103 14- 6 6.9 66 0.71 

Commerce Bcshs/Dec CBSH o 44- 20 44- 33 42'/: 27 118 12- 6 8.6 8.1 0.86 

Commercial Federal/|un CFCN 0 19- 5* 12-    6 6% -41 54 NM- 2* 62.6 4.5 0.08 

■ monwealth Ed/Dei CWE n 38- 22 35- 23 33 Vi 21 112 12- 5 11.1 9.7 1.26 

CMY n 32- 13 27- 21 26% 19 110 27- 13 17.1 14.7 3.51 

Compaq • CPQ n 79- 4 76- 47 68 Vi 36 126 24- 7 10.8 9.3 1.27 

Comp !  \ n 40- 4 40- 24 35 30 121 39- 13 19.6 14.2 3.01 

ConAgra/May n 38- 10 34- 24 31% 20 111 21- 10 14.5 11.3 0.24 

Consolidated F (v ii 53- 13 47- 41 45 3 96 12- 5 9.1 9.4 1.00 

'R.U;: 

Stocl 
licable    NM No! meaningful    E: Estimate    D-D Deficit to deficit. DP: DeficA CO profit del Deficit 
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-i2i   J&K   $ 

■ 

net 
profit 

margin 

latest 
12 months 

EPS 
1988 
EPS 

indicated 
rate 

 Divide 

yield 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

12.9% $3.43 $3.43 $3.81 11% 28 average $2.60 8.6% 76% 6% 

10.2 1.91 1.91 2.05 7 6 high 0.77 5.5 40 12 

11.1 3.20 3.20 3.50 9 7 high 1.16 4.1 36 12 

14.0 2.35 2.35 2.25 -A 16 average 1.76 8.6 75 2 

l             °7 
-1.57 1.08 NA NA NA NA none NA NA 0 

8.9 4.80 4.80 5.25 9 26 average 1.10 3.6 23 26 

8.6 11.55 11.55 7.02 -39 28 low 2.36 6.8 20 5 

10.0 12.02 12.02 7.50 -38 25 low 2.72 8.3 23 4 

70 5.17 5.17 4.74 -8 39 average 2.80 5.4 54 2 

3.0 4.66 4.66 5.44 17 23 average 1.20 4.9 26 31 

9.0 8.55 8.55 8.50 -1 28 average 2.32 3.5 27 11 

2.6 5.68 5.68 4.77 -16 28 low 2.96 5.6 52 4 

11.4 2.63 2.63 3.15 20 10 average 1.12 2.6 43 14 

14.2 7.96 7.96 7.41 -7 8 average 2.16 3.6 27 14 

16.4 4.32 4.32 4.12 -5 19 average 2.24 9.0 52 6 

1.6 1.05 0.92E 1.00 9 6 average 0.28 1.8 27 4 

3.9 2.79 3.03E 3.55 17 18 high 0.12 0.3 4 29 

6.3 7.32 7.32 6.60 -10 2 NM none NA NA NA 

5.3 4.87 4.87 4.90 1 33 average 1.48 5.3 30 7 

9.9 3.25 3.25 3.61 11 27 very high 1.24 4.7 38 13 

4.7 4.66 4.66 NA NA NA NA none NA NA NA 

24.8 1.71 1.68E 1.78 6 5 high none NA NA NA 

13.3 2.02 2.02 2.33 15 5 average 0.64 2.6 32 22 

def -1.61 -1.61 -0.43 D-D 3 NM 0.04 1.3 NM -34 

10.2 2.56 2.46 2.55 4 16 very high 1.04 3.3 41 12 

9.2 3.31 3.31 3.37 2 26 average none NA NA NA 

9.5 5.05 5.05 3.55 -30 14 average none NA NA NA 

4.3 3.65 3.65 2.84 -22 12 low 0.40 2.3 11 NA 

1.9 2.70 2.70 3.21 19 2S average 0.40 1.2 15 26 

12.5 2.85 2.85 3.28 15 26 very high 1.36 2.7 48 7 

3.9 1.03 1.03 0.85 -17 18 low 0.05 0.3 5 NA 

6.7 4.64 4.64 3.81 -18 17 average 1.48 3.2 32 5 

3.4 0.98 0.98 1.34 37 8 low 0.16 1.0 16 NA 

1 s 2.46 2.46 2.68 9 21 low 2.00 5.9 81 -7 

def -0.93 -0.09E 0.24 DP 11 very low none NA NA NA 

5.0 1.55 1.55 1.53 -1 1 NM 0.28 3.4 18 NA 

def -6.40 -6.40 1.95 DP 16 average 1.00 3.8 NM -18 

def -0.29 -0.21E -0.23 D-D 8 NM 0.12 0.6 NM 40 

7.2 2.30 0.41 2.64 NM 7 high 0.24 1.1 10 11 

10.7 6.78 6.78 7.13 5 11 high 2.20 4.7 32 8 

10.2 4.92 4.92 5.26 7 5 high 1.20 2.8 24 4 

0.2 0.11 1111) 1.53 NM 5 low none NA NA NA 

13.1 3.01 3.01 3.46 15 29 average 3.00 9.0 100 2 

20.4 1.54 1.54 1.79. 16 22 very high 0.36 1.4 23 25 

12.4 6.30 6.30 7.30 16 45 average none NA NA NA 

15.4 1.79 1.88E 2.47 31 20 high none NA NA NA 

1.7 2.15 2.41E 2.76 15 17 high 0.77 2.5 36 15 

11.7 4.93 4.93 4.77 -3 26 average 3.44 7.6 70 11 

Sources: William ONeil & Co The Institutional Brokers Estimate System (IBES), a service of Lynch, Jones & Ryan via Lotus CD Investment; FOKBES 
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The Forbes 500s on Wall Street 

Company/fiscal vear end 
Ticker 
symbol exch 

 S 
5-year 

high-low 

Stock p 
—latest 
price 

change 

erformance 
. 

price/ 
sales 

12-month 
high-low recent 

relative to 
market 

5-year         latest 
high-low   12 months 

1989 
est 

Consol Freightways/Dec CNF n 41- 13 38- 25 29l/s -3% 90% 21- 8 9.7 10.1 0.41 

Consol Natural Gas/Dec CNG n 47- 16 42- 34 38>/« 4 97 22- 6 16.3 13.5 1.27 

Consolidated Papers/Dec CPER o 44- 13 44- 33 36 8 100 18- 8 10.5 9.3 1.75 

Consolidated Rail/Dec CRR n 41- 20* 37- 26 33% 8 100 10- 5* 7.5 7.2 0.66 

Contel/Dec CTC n 51- 18 51- 31 49'/< 53 142 69- 7 14.1 13.9 1.31 

Continental Bank/Dec CBK n 41- 9* 24- 14 20'/« 30 120 NM- 4* 3.9 5.5 0.27 

Continental Corp/Dec CIC n 55- 24 45- 32 31% -15 ■? 9 NM- 6 NM 11.3 0.29 

Control Data/Dec CDA n 39- 15 29- 16 20% -26 68 NM- 8 NM 25.2 0.23 

Cooper Industries/Dec CBE n 37- 13 31- 25 27% -7 86 22- 11 12.5 10.9 0.66 

Adolph Coors/Dec ACCOB o 32- 12 21-  is 18': -10 84 23- 8 14.5 12.1 0.45 

CoreStates Financial/Dec CSFN 0 44- 15 43- 38 42% 9 101 13- 5 9.4 8.4 1.02 

Corning Glass Works/Dec GLW n 41- 15 37- 25 33% 27 117 28- 8 10.4 13.3 1.42 

Costco Wholesale/Aug COST 0 20- 6* 20-  12 19 36 126 NM- 23* 33.3 20.7 0.21 

CPC International/Dec CPC n 59- 17 58- 44 51% 3 95 23- 9 14.0 12.3 0.86 

Cray Research/Dec CYR n 136- 19 89- 53 54'/s -31 64 34- 10 10.9 10.2 2.09 

Crestar Financial/Dec CRFC 0 36- 13 27- 21 241/2 -A 89 15- 6 8.3 7.6 0.68 

CrossLand Savings FSB/Dec CRL n 25- T 19-  12 14 9 101 9- 1* 3.2 4.8 0.14 

Crown Cork & Seal/Dec CCK n 52- 12 52- 34 48% 41 131 17- 8 14.3 12.7 0.71 

CSX/Dec CSX n 42- 18 34- 24 31 Mi 0 93 34- 6 33.6 8.0 0.44 

Cullen/Frost Bankers/Dec CFBI o 34- 6 15-    8 14*4 74 161 NM- 9 52.7 29.5 0.40 

Cummins Engine/Dec CUM n 95- 41 68- 45 61% 4 97 NM- 3 NM 19.0 0.20 

Cyprus Minerals/Dec CYM n 42- 11* 42- 24 38% 53 142 31- 5* 6.1 6.2 0.76 

Dana/Dec DCN n 54- 21 40- 34 37% -1 92 24- 6 9.4 9.0 0.29 

Dauphin Deposit/Dec DAPN o 37- 12 34- 27 30'/: 7 100 15- 6 9.7 8.8 1.33 

Dayton Hudson/[an DH n 63- 22 48- 32 43': 18 no 29- 10 12.6 11.3 0.28 

Dean Foods/May DF n 39- 14 32- 25 30% 8 100 25- 12 17.9 12.5 0.51 

Deere/Oct DE n 53- 22 53- 41 49*4 11 103 NM- 10 13.4 10.1 0.68 

Delmarva Power & Lt/Dec DEW n 25- 11 19-  17 171/4 -3 90 13- 6 10.2 9.8 1.04 

Delta Air Lines |un DAL n 67- 27 60- 45 57 14 106 41- 5 8.1 8.6 0.38 

Deluxe Corp/Dec DLX n 42- 9 28- 21 26% 1 94 28- 10 16.0 14.0 1.92 

Deposit Guaranty/Dec DEPS 0 42- 18 35- 30 31*4 -7 86 12- 7 8.1 7.8 0.74 

Detroit Edison/Dec DTE n 19- 12 19-  12 17*4 30 121 NM- 4 NM 8.4 0.84 

Diamond Shamrock R&M/Dcc DRM n 21- 7* 21-   13 19% 51 140 NM- 6* 9.2 9.4 0.26 

Digital tquipment |un DEC n 20O- 39 122- 86 97% -10 84 23- 9 10.4 10.2 0.96 

Dillard Dept Stores/Jan DDSA a 58- 11 51- 36 49'/; 33 124 24- 7 14.0 12.3 0.62 

Dime Savings Bank FSB/Dec DME n 27- 12* 19-  12 13% -26 69 9- 3* 6.8 5.8 0.29 

Walt Disney/Sep DIS n 83- 11 79- 54 75% 24 115 NM- 9 18.3 16.3 2.70 

Dominion Bankshares/Dcc DMBK 0 25- 9 20-  15 18% 0 93 14- 6 8.5 7.5 0.77 

Dominion Resources/Dec D n 52- 21 45- 40 40'/: -A 89 13- 6 9.0 9.0 1.19 

RR Donnelley & Sons D« DNY n 45- 17 39- 32 5 97 21- 11 14.1 12.8 1 00 

Dover/Dec DOV n 39- 16 37- 27 28'/* -9 84 25- 11 12.7 11.3 0.94 

Dow Chemical/Dec  . DOW n 110- 26 101- 78 89% 7 99 NM- 6 7.0 6.0 0.99 

Dow lone D| n 56- 24 37- 29 30% -8 85 35- 13 12.9 15.7 1.91 

Downey S&L Assn DSL n 27- 3 20-  13 17% 27 117 11- 1 6.4 3.9 0.56 

DPL/Dec DPL n 29- 12 28-   24 24% -5 88 21- 5 8.1 7.2 1.03 

Dresser Industries/Oct Dl n 39- 14 39- 25 35% 12 104 NM- 13 18.0 15.0 0.60 

Dreyfus/Dec PRY n 46- 8 30- 24 27% -1 92 23- 7 12.5 10.8 4.25 

EI du Pont de Nemours DD n 131- 43 107-  79 100 21 112 19- 7 11.0 9.9 0.74 

'Range is for Irs : available i)i applicable     NM Noi meaningful imate    D-D Deficit to deficit D-P Dentil to profit. del l^ficiL 
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net 
profit 
margin 

latest 
12 months 

EPS 
1988 
EPS 

indicated 
rate 

 D 

yield 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

4.2% $3.00 S3.00 S2.89 -4% 20 low $0.98 3.4% 33% 10% 

7.8 2.34 2.34 2.82 21 24 average 1.76 4.6 75 14 

167 3.44 3.44 3.86 12 17 average 1.00 2.8 29 10 

8.8 4.44 4.44 4.63 4 19 average 1.20 3.6 27 NA 

9.3 3.50 3.50 3.54 1 18 average 2.08 4.2 59 5 

10.5 5.19 5.19 3.67 -29 16 very low 0.80 4.0 15 NA 

0.0 -0.09 -0.09 2.81 DP 25 very low 2.60 8.2 NM 0 

0.0 0.03 0.03 0.81 NM 17 very low none NA NA NA 

5.3 2.21 2.21 2.52 14 21 high 1.00 3.6 45 5 

3.1 1.2S 1.28 1.53 20 11 low 0.50 2.7 39 4 

11.0 4.50 4.50 5.00 11 30 very high 1.68 4.0 37 11 

13.8 3.25 3.25 2.55 -22 14 low 0.80 2.4 25 9 

0.7 0.57 0.46 0.92 100 14 average none NA NA NA 

6.2 3.68 3.68 4.19 14 18 very high 1.60 3.1 43 9 

20.7 499 4.99 5.30 6 34 high none NA NA NA 

8.6 2.96 2.96 3.21 8 15 very high 1.20 4.9 41 14 
-f   -7 4.42 4.42 2.94 -33 7 very low 0.80 57 18 NA 

5.1 3.37 3.37 3.80 13 7 average none NA NA NA 

1.9 0.93 0.93 3.92 322 24 low 1.24 4.0 133 5 

0.8 0.28 0.28 0.50 79 4 very low none NA NA NA 

def -6.71 -6.71 3.22 DP 16 very low 2.20 3.6 NM 1 

12.8 6.31 6.31 6.21 _2 16 low 0.80 2.1 13 NA 

3.1 3.99 3.99 4.20 5 15 average 1.60 4.3 40 6 

13.6 3.14 3.14 3.45 10 3 very high 1.36 4.5 43 12 

2.4 3.45 3.45 3.86 12 30 average 1.12 2.6 32 10 

2.9 1.73 2.17E 2.48 14 10 high 0.60 1.9 35 11 

4.9 3.72 4.06 4.91 21 24 low 1.20 2.4 32 -18 

11.0 1.70 1.70 1.77 4 16 high 1.50 8.7 88 7 

4.7 7.03 6.30 6.66 6 21 low 1.20 2.1 17 16 

12.0 1.68 1.68 1.92 14 14 high 0.92 3.4 55 22 

9.1 3.94 3.94 4.05 3 6 average 1.52 4.8 39 9 

def -1.95 -1.95 2.11 DP 24 average 1.68 9.5 NM 0 

3.0 2.14 2.14 2.08 -3 11 low 0.44 2.2 21 NA 

9.8 9.30 9.90 9.56 -3 44 high none NA NA NA 

4.4 3.53 3.53 4.04 14 16 average 0.16 0.3 5 13 

4.3 2.00 2.00 2.33 r 12 low 0.60 4.4 30 NA 

15.2 4.15 3.80 4.65 22 25 high 0.48 0.6 12 8 

9.2 2.14 2.14 2.42 13 15 high 0 80 4.4 r 8 

13.1 4:52 4.52 4.52 0 31 high 3.20 7.9 71 4 

7.1 2.64 2.64 2.91 10 19 very high O.Ss 2.4 33 11 

7.5 2.22 2.22 2.49 12 11 high 0.68 2.4 31 12 

14.4 12.82 12.82 14.89 16 31 average 3.20 3.6 25 11 

14.2 2.35 2.35 1.94 -17 24 average 0.72 2.4 31 9 

8.8 2.70 2.70 4.39 63 3 very low 0.40 2.3 15 32 

12.7 3.01 3.01 3.39 13 19 low 2.24 9.1 74 2 

3.4 1.99 2.11 2.39 13 30 average 0.80 2.2 40 -12 

33.9 2.21 2.21 2.56 16 11 average 0.52 1.9 24 15 

6.7 9.11 9.11 10.09 11 31 average 4 20 4.2 46 6 

\ — 

Tlx Institutional Brokers Estimate System (WES), a sernce of Lynch, Jones & Ryan rui Lotus CD Investment: FOKBSS. 
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The Forbes 500s on Wall Street 

Company/fiscal year end 
Ticker 

symbol exch 

Stock performance 
—latest 12 months- 
price      relative to 

change       market 

>*4«a 

 pi 
5-year 

high-low 
price/ 
sales 

5-year 
high-low 

12-month 
high-low recent 

latest 
12 months 

1989 
est 

Duke Power/Dec DUK n 52- 23 48- 42 43% -2% 91% 13- 6 11.2 9.3 1.22 

Dun & Bradstreet/Dec DNB n 72- 26 58- 46 51'/8 4 97 31- 16 19.2 16.1 2.24   j 

Duquesne Light/Dec DQU n 20- 11 19- 14 17'/2 21 112 11- 5 9.4 8.6 0.95 

E-Systems/Dec ESY n 41- 22 34- 26 27% -9 84 26- 11 11.5 10.1 0.59 

Eastman Kodak/Dec EK n 71- 27 50- 39 443/4 9 101 42- 10 10.4 9.6 0.85 

Eaton/Dec ETN n 72- 25 60- 47 56% 7 99 23- 6 9.1 8.6 0.60   I 

Echlin/Aug ECH n 25- 10 19- 15 16 -2 91 22- 9 13.7 12.2 0.64 

EG&G/Dec EGG n 45- 26 38- 27 30'A -18 76 24- 12 13.2 11.4 0.65 

Emerson Electric/Sep EMR n 42-  19 34- 27 30 -6 87 21- 12 12.6 11.7 0.99 

Emhart/Dec EMH n 43- 12 43- 19 41V8 77 164 NM- 7 20.4 18.1 0.93 

Empire of America/Dec EOA a 7-    1* 4- 1 W* -63 34 NM- 2* NM NA 0.02 

Engelhard/Dec EC n 29- 14 22- 16 20% 6 99 21- 10 14.5 12.8 0.39 

Enron/Dec ENE n 55- 31 43- 35 37% 5 97 NM- 6 18.8 18.9 0.31 

Enserch/Dec ENS n 30- 13 22- 16 187/8 5 97 NM- 11 NM 16.7 0.40 

Equimark/Dec EQK n 29-    9 15- 10 14W 6 98 NM- 6 6.5 8.1 0.36 

Equitable Bancorp/Dec EBNC o 29-    9 25- 18 21% 3 96 16- 6 8.3 7.4 0.60 

Esselte Business Sys/Dec ESB n 46- 13* 41- 27 34V8 -13 81 19- 8* 12.1 10.8 051 

Ethyl/Dec EY n 32-    5 25- 20 24 16 108 23- 7 12.6 11.3 1.07 

Exchange Bancorp/Dec EXCG 0 15-    3 15- 11 13% 21 112 15- 4 11.7 8.4 0.89 

Exxon/Dec XON n 50- 19 48- 40 44 Vi 4 97 15- 6 11.3 10.9 0.71 

Far West Financial/Dec FWF n 20-    7 12- 7 8% -26 69 28- 3 7.9 NA 0.15 

Farm & Home Finl/Dec FAHS 0 28-  11 21- 15 15% -15 79 NM- 4 9.3 5.8 0.35 

Federal Express/May FDX n 76- 28 56- 39 45 V* -2 91 29- 10 12.3 9.8 0.55 

Federal Natl Mortgage/Dec FNM n 69-  11 69- 32 63 VA 90 176 NM- 7 9.8 8.3 0.47 

Federal Paper Board/Dec FBO n 28-    8 28- 17 26'A 36 126 65- 5 7.5 6.4 0.92 

Fifth Third Bancorp/Dec F1TB o 51-  14 51- 35 50M 35 125 15- 7 12.8 11.5 2.17 

Fin Cp Santa Barbara/Dec FSB n 18-    2 6- 2 2 -66 32 NM- 3 NM 4.0 0.03 

Fireman's Fund/Dec FK n 45- 24* 34- 26 32% 16 108 47- 7* 7.0 11.2 0.42 

First Alabama Bcshs/Dec (ABC 0 r    9 17- 14 15% 2 95 16- 6 8.9 8.2 1.10 

First American/Dec FATN o 35-  12 29- 20 21 Vi -14 79 18- 6 16.3 7.6 0.71 

First Bncp Ohio/Dec FBOH o 39-  13 33- 26 28 2 94 14- 6 9.0 8.1 1.20 

First Bank System/Dec FBS n 37-  11 24- 19 19K -10 83 NM- 5 NM 7.2 0.62 

First Capital/Dec PCAP o 32-   12 27- 22 22 Vi -10 83 12- 6 8.0 7.6 0.82 

First Capital Holding/Dec FCH D r     i 10- 5 9% 79 166 67- 3 5.1 5.9 0.41 

First Chicago/Dec FNB n 39-  17 w 23 36% 45 134 NM- 3 4.5 5.5 0.48 

First Citizens Bcshs/Dec FCNCA o 40- 24 37- 29 29 Vi -8 86 17- 9 13.5 NA 0.90 

First City Bncp Texas/Dec FBT n NA-NA NA- MA" 2916 NA NA NA-NA NA 7.5 0.47 

First Commerce/Dec FCOM 0 29-   14 20- 18 17% -4 89 NM- 9 9.4 8.5 0.51 

First Empire State/Dec FES a 59-   16 57- 47 56% 11 103 13- ^ 9.4 8.0 0.74 

First Executive/Dec FEXC o 21-    6 16- 9 14% 19 110 17- 4 7.8 7.3 0 39 

First Federal Mich/Dec FFOM 0 30-    6 16- 10 14% 10 102 12- 2 4.6 8.5 0.14 

First Fidelity Bncp/Dec FFB n 47-   16 41- 25 27% -23 71 NM- 5 NM 6.3 0.57 

First Florida Banks/Dec FFBK 0 37-   17 29- 25 27% -1 92 13- 7 9.0 8.5 0.92 

FirM Hdwaiian/Dec FHWN o 35-   10 35- 23 35 Vi 49 139 13- 6 10.9 9.6 1.22 

First Int istati Bncp/Dec I n 67- 30 54- 41 46% 3 96 NM- 5 23.1 6.1 0 3o 

First National 1 FNAC o 50-   19 43- 36 40 V* -3 90 16- 6 10.5 9.2 1.09 

First of America Ban!- FABK 0 54-   18 50- 38 3816 -18 ?6 10- 4 6.3 6.2 0.54 

First Penosyl. • | <■■■ n 13-    5 13- 111 IZVt 19 110 NM- 8 9.3 8.8 0.77 

"Ran; 
Stuck pi ice: 

V>      \rl[ or applicable,    NM; Not meaningful E: Estimate. D-D: Deficit to deficit DP Deficit to profit "i 
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fcMJ rSH ■   JE 

p - 

latest 
12 months 

EPS 
1988 
EPS 

indicated 
rate 

 Divid 

yield 

net 
profit 
margin 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

12.4% S3.90 $3.90 $4.70 21% 27 high $2.96 6.8% 76% 4% 

11.7 2.67 2.67 3.17 19 24 very high 1.74 3.4 65 15 

12.9 1.86 1.86 2.04 10 18 average 1.28 7.3 69 -16 

5.2 2.40 2.40 2.75 15 29 high 0.50 1.8 21 2 

8.2 4.31 4.31 4 66 9 22 very high 2.00 4.5 46 4 

6.6 6.17 6.17 6.54 6 18 average 2.00 3.5 32 21 

4.7 1.17 1.12 1.31 17 18 average 0.70 4.4 60 10 

4.9 2.30 2.30 2.65 15 13 high 0.68 22 30 4 

8.0 2.38 2.31 2.56 11 23 very high 1.12 3.7 47 4 

4.6 2.02 2.02 2.27 12 8 high 0.88 2.1 44 4 

def -4.24 -4.24 NA NA NA NA none NA NA NA 

2.7 1.42 1.42 1.61 13 11 average 0.56 2.7 39 4 

2.3 1.99 1.99 1.98 -1 22 very low 2.48 6.6 125 2 

def ^t.00 ^1.00 1.13 DP 20 low 0.80 4.2 NM -20 

6.5 2.21 2.21 1.75 -21 4 average 0.16 1.1 7 NA 

8.8 2.57 2.57 2.90 13 4 high 1.04 -      4.9 40 27 

4.2 2.87 2.87 3.21 12 4 high 0.96 2.8 33 46 

8.5 1.91 1.91 2.13 12 25 high 0.48 2.0 25 19 

9.9 1.17 1.17 1.63 39 6 low 0.13 1.0 11 NA 

6.5 3.95 3.95 4.10 4 43 average 2.20 4.9 56 6 

1.9 1.09 1.09 NA NA NA NA 0.40 4.6 37 39 

3.8 1.66 1.66 2.67 61 2 NM 1.02 6.6 61 41 

5.0 3.66 3.88E 4.61 19 11 average none NA NA NA 

4.8 6.43 6.43 7.66 19 25 average 0.96 1.5 15 47 

12.8 3.51 3.51 4.11 17 14 average 0 80 3.0 23 12 

16.6 3.93 3.93 4.39 12 6 very high 1.20 2.4 31 20 

def -0.80 -O.80 0.50 D-P 1 NM none NA NA NA 

6.7 4.73 4.73 2.93 -38 25 low 0.60 1.8 13 56 

12.3 1.77 1.77 1.92 8 6 high 0.84 5.3 47 13 

4.4 1.32 1.32 2.82 114 12 high 1.25 5.8 95 14 

13.4 3.12 3.12 3.44 10 4 average 1.45 5.2 46 13 

def -5.25 -5.25 2.75 D-P 23 average 1.64 8.3 NM 26 

10.2 2.80 2.80 2.97 6 3 high 0.94 4.2 34 13 

7.2 1.90 1.90 1.63 -14 2 NM none NA NA NA 

10.7 8.20 8.20 6.72 -18 25 high 1.80 4.9 22 5 

6.7 2.19 2.19 NA NA NA NA 0.40 1.4 18 0 

7.6 NA NA 3.92 NM 10 low none NA NA NA 

6.1 1.91 1.91 2.11 10 8 high 1.20 6.7 63 0 

8.3 6.02 6.02 7.01 16 6 average 1.00 1.8 17 15 

6.7 1.91 1.91 2.05 7 14 average none NA NA NA 

3.2 3.22 3.22 1.73 -46 10 very low 0.60 4.1 19 14 

1.2 0.29 0.29 4.40 NM 21 average 2.00 7.2 NM 9 

10.2 3.08 3.08 3.28 6 7 high 0.84 3.0 27 22 

11.3 3.23 3.23 3.65 13 4 average 1.20 3.4 37 19 

1.7 2.03 2.03 7.70 279 26 average 2.92 6.2 144 6 

10.4 3.84 3.84 4.37 14 5 high 1.64 4.1 43 11 

10.0 6.16 6.16 6.18 0 8 average 2.00 5.2 32 14 

9.3 1.36 1.36 1.44 6 9 average none NA NA NA 

Sources: William O'Neil & Co. The Institutional Brokers Estimate System (IBES), a service ofLynclj, Jones & Ryan via Lotus CD Investment, FORBES. 
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WE HELPED A GB 
AVOID TH 

lans. Drawings. 
leading maker of forklifts, 

is Handling Corpora- 
) spend a lot of time on 

the hard-copy di 
The\ iced an increasingly 

competitive marketplace. Which is 
why, not long ago, they decided to 
automate. 

After careful screening, Yale 

recruited an integrated CAD/CAM 
(Computer-Aided Design/Computer- 
Aidea Manufacturing) system from Prime! 

We started by giving Yale a compre- 
hensive 3-D software package. So tney car- 
develop new designs on computers withoi 
hassling with the draft boara 

We also provided a dependable interface j 
between CAD and CAM capabilities. So 
engineering can share information with 



IP Of YALE MEN 
MAFl 
nanufacturing and get feedback right away. 

And we made information easier to manage by 
)roviding combined 2-D and 3-D database 

;apabilities. 
Now Yale gets new products to the market 

; aster. And they're more competitive than ever. Of 
ourse their success is part of our success. Prime is a 
-ortune 500 company with annual revenues of 
nore than $1.5 billion. 

If you'd like to know how to enlist Prime's 

support, just call us at 1-617-275-1800 ext. 
5490 (In Canada, 1-800-268-4700). 

Prime. We're making the draft voluntary 

Prime 
Prime Computer, Inc. 
Prime and the Johnson & Johnson Family of Companies are 
proud co-sponsors of the PBS series NOVA. 
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The Forbes 500s on Wall Street 
m^^^^^^^^^^H^^^^^^^M^^K"~^^^H                                                                                                                                                                                                                                                         — — 

Company/fiscal vear end 
Ticker 
symbol exch 

 Stock price- 
S-year      12-month 

high-low    high-low 

Stock p 
—latest 
price 

change 

erformance —Stock price 
ice/earnings- 

latest 
12 months 

ratios— 

price/ 
sales recent 

relative to 
market 

5-year 
high-low 

1989 
est 

First Security/Dec FSCO 0 36- 15 27- 24 25 Vi 1% 94% 68- 9 9.4 8.2 0.60 

First Tennessee Natl/Dec FTEN 0 37- 14 29- 22 25% 0 92 15- 6 7.7 7.0 0.67 

First Union/Dec FTU n 30- 12 24- 19 21% 6 98 13- 6 7.8 7.2 0.79 

First Virginia Banks/Dec FVB n 38- 15 28- 23 26% -2 91 14- 7 9.1 8.4 1.16 

First Wachovia/Dec FW n 46- 21 42- 36 40% 9 102 14- 8 9.3 8.7 1.15 

Firstar/Dec FSR n 33- 8 29- 22 28 17 108 NM- 4 5.8 7.9 0.76 

Fleet/Norstar Finl/Dec FNG n 31- 10 28- 22 26% 11 103 15- 5 8.5 7.7 0.92 

Fleetwood Enterprises/Apr FLE n 34- 14 31-  19 29 41 131 19- 6 9.9 9.9 0.42 

Fleming Cos/Dec FLM n 46- 22 36- 29 32% 7 99 18- 9 13.3 10.5 0.09 

Florida Federal/fun FLFE 0 23- 2 6-    2 2 -62 35 NM- 9 NM NA 0.04 

Florida Natl Banks/Dec FNBF 0 29- 11 25- 13 23% 61 149 26- 4 18.1 14.6 0.84 

Florida Progress/Dec FPC n 4?- 19 36- 32 33% 0 92 13- 6 9.5 9.2 0.85 

Fluor/Oct FLR n 25- 11 25- 17 22% 23 114 NA- 25 26.2 20.1 0.33 

FMC/Dec FMC n 60- 8 39- 28 34 12 104 16- 5 9.4 8.0 0.35 

Food Lion/Dec FDLNB 0 15- 2 13- 10 ll's 6 98 58- 15 32.5 25.3 0.96 

Ford Motor/Dec F n 57- 11 57- 41 48 Vi 12 104 6- 2 4.4 4.7 0.25 

Fortune Financial/Sep FORF 0 35- 13 32- 18 20'/. 0 93 NM- 4 NM 11.9 0.32 

Fourth Financial/Dec FRTH 0 28- 13 24- 19 24 % 23 114 13- 8 10.6 9.9 1.28 

FPL Group/Dec FPL n 38- 18 32- 28 29% 0 93 14- 7 8.5 8.7 0.65 

Freeport-McMoRan/Dec FTX n NA-NA 37-  17* 33% NA NA NA-NA 8.2 7.6 1.18 

Fruehauf/Dec FTRB n 8- 2" 6-    2 1 ■ -29 66 NM-NM* NM NA 0.01 

Fuqua Industries/Dec FQA n 38- 10 34- 25 28 Vi -5 88 13- 5 6.6 11.3 0.64 

Gannett/Dec GCI n 56- 18 39- 29 36% 2 94 30- 13 16.2 15.1 1.78 

Gap/fan GPS n 78- 5 43- 20 38 65 153 40- 7 18.5 14.3 1.07 

Geico/Dec GEC n 137- 49 132-120 124% 2 95 21- 10 10.4 12.9 1.09 

GenCorp/Nov GY n 40- 10 23-  16 18 -9 84 NM- 8 8.6 9.2 0.30 

Genentech/Dec GNE n 65- 7 45-   14 19'/a -54 43 NM- 22 NM 36.1 4.91 

General Cinema/Oct GCN n 32- 8 27-  16 25% 53 142 29- 8 18.0 20.0 0.73 

General Dynamics/Dec GD n 89- 43 59- 49 53% -5 88 NM- 4 5.9 6.0 0.23 

General Electric/Dec GE n 66- 24 49- 38 44 5 97 22- 10 11.7 10.5 0.80 

General Instrument I ch GRL n 48- 13 40- 21 27% -13 81 NM- 8 11.0 9.6 0.74 

General Mills/May GIS n 62- 20 59- 43 57% 20 111 NM- 8 9.4 13.3 0.85 

General Motors/Dec GM n 47- 25 47- 34 41% 17 108 13- 4 6.1 6.0 0.21 

General Public Utils/Dec GPU n 39- 7 39- 31 37 Vi 18 110 9- 5 7.9 7.6 0.77 

General Re/Dec CRN n 70- 23 66- 46 64% 33 123 43- 9 12.8 10.8 2.19 

General Signal/Dec GSX n 61- 33 57- 44 49 Vi -2 90 54- 11 54.1 11.6 0.53 

Genuine Parts/Dec GPC n 44- 16 41- 33 36% -9 85 25- 11 15.4 13.7 0.95 

Georgia Gulf/Dec GGC n 47- 10' 47-  26 41% 32 122 16- 4* 6.1 5.0 0.95 

Georgia-Pacific/Dec GP n 53- 18 43- 33 42% 18 109 15- 5 8.9 7.8 0.42 

Ctttber Products/Mar GEB n 67- 21 67- 38 66% 52 141 31- 8 23.3 13.8 1.41 

Giant Food 'Feb GFSA a 26- 5 26-  16 23% 37 127 25- 7 14.3 12.9 0.47 

-kar Fin3ncial/Dec GFC n 14- 1 -i       1 Vi -86 13 NM- 2 NM NM NM 

Gl'i! GS n 49- 11 49- 32 34% -21 73 25- 8 14.1 12.3 0.93 

GLT a 42- 9 42- 33 40 16 108 21- 4 11.8 10.8 1.69 

GJei N n 34- 7 24-  19 19% -13 80 8- 3 3.7 4.7 0.23 

Gold n 47- 7 37- 23 J 5 35 125 8- 3 8.1 7.2 0.79 

GoK;    . G n 7- 1" 4-     2 ::- -37 58 NM-NM* NM NA 0.04 

BF Goodrich n 65- 25 61- 45 <: 6 98 NM- 6 7.2 7.0 0.54 

•Bange 1 111 applicabl •      \M  Not meaningful E Estimate     D-D. De ficit to deficit DP: Deficit to profit def: Deficit. 1 

_  — 
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indicated 
rate 

 Divid 

yield 

net 
profit 

margin 

latest 
12 months 

EPS 
1988 
EPS 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

6.3% $2.70 S2.70 S3.11 15% 5 average S1.20 4.7% 44 ">, -1% 
■■ 

8.6 3.34 3.34 3.66 10 10 very high 1.40 5.4 42 6 

10.2 2.76 2.76 2.97 8 37 high 1.00 4.7 36 17 

12.6 2.90 2.90 3.16 9 9 very high 1.16 4.4 40 11 

12.1 a 34 4.34 4.66 7 34 high 1.52 3.8 35 12 

13.9 4.87 4.87 3.53 -28 6 high 1.00 3.6 21 15 

11.0 3.07 3.07 3.40 11 27 high 1.28 4.9 42 21 

4.3 2.94 3.05E 2.93 -4 3 average 0.64 2.2 22 14 

0.6 2.43 2.43 3.08 27 16 average 1.00 3.1 41 3 

def -7.83 -7.33 NA NA NA NA none NA NA NA 

47 1.31 1.31 1.63 24 5 average 0.52 2.2 40 8 

[               9.0 3.52 3.52 3.66 4 25 high 2.56 7.6 73 5 
. — 

1.3 0.87 0.71 1.13 59 15 low 0.16 0.7 18 NA 
r 

3.9 3.60 3.60 4.26 18 8 low none NA NA NA 

2.9 0.35 0.35 0.45 29 13 high 0.10 0.9 29 98 

5.7 10.96 10.96 10.39 -5 25 average 3.00 6.2 27 43 

def -0.43 0.05 1.70 NM 1 NM 0.30 1.5 NM NA 

12.0 2.28 2.28 2.45 7 5 very high 1.00 4.1 44 8 

7.6 3.42 3.42 3.36 -2 25 high 2.20 7.6 64 4 
1 

15.9 4.13 4.13 4.48 8 3 average 1.50 4.4 36 NA 

def -6.50 -6.50 NA NA NA NA none NA NA NA 

9.9 4.29 4.29 2.51 -41 13 low 0.32 1.1 7 9 

11.0 2.26 2.26 2.42 7 29 high 1.08 2.9 48 11 

5.9 2.05 2.05 2.65 29 20 average 0.60 1.6 29 68 

10.8 11.92 11.92 9.62 -19 22 average 1.80 1.4 15 17 

3.5 2.09 2.09 1.96 -6 7 low ; CO 3.3 29 5 

6.4 0.24 0.24 0.53 121 25 very low none NA NA NA 

4.4 1.41 1.19 1.27 7 10 low 0.40 1.6 28 19 

4.0 9.03 9.03 8.94 -1 30 average 1.00 1.9 11 0 

8.6 3.75 3.75 4.19 12 27 very high 1.64 3.7 44 9 

6.6 2.52 2.50E 2.88 15 10 average 0.50 1.8 20 -7 

9.1 6.15 3.79E 4.35 15 24 very high 1.88 3.3 31 14 

3.8 6.82 6.82 6.92 1 25 low 3.00 7.2 44 3 

10.0 4.75 4.75 4.94 4 24 high 1.80 4.8 38 NA 

17.5 5.04 5.04 5.98 19 30 high 1.36 2.1 27 14 

» 
0.91 0.91 4.24 366 13 average 1.80 3.7 198 2 

6.2 2.35 2.35 2.63 12 26 high 1.20 3.3 51 10 

18.3 6.75 6.75 8.16 21 12 average 1.00 2.4 15 NA 

4.9 4.76 4.76 5.47 15 28 average 1.40 3.3 29 15 

6.0 2.84 4.15E 4.79 15 19 average 1.60 2.4 56 4 

3.3 1.63 1.63 1.80 10 13 average 0.40 1.7 25 17 

def ^1.88 -4.88 -1.54 D-D 6 NM none NA NA NA 

7.5 2.45 2.45 2.82 15 .21 high 0.86 2.5 35 8 

14.4 3.40 3.40 3.71 9 7 average 1.00 2.5 29 21 

6.2 5.26 5.28 4.21 -20 18 average 1.20 6.1 23 123 

9.8 4.41 4.41 4.91 11 19 average 0.28 0.8 6 26 

def ^.34 -4.34 NA NA NA NA none NA NA NA 

8.0 7.31 7.31 7.42 2 14 low 2.00 3.8 27 2 

Sources. William O'Neil & Co The Institutional Brokers Estimate System (IBES), a senice of Lynch, Jones & Ryan i ia Lotus CD Investment, FORBES 
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The Forbes 500s on Wall Street 

Company/fiscal year end 
Ticker 
symbol exch 

Stock p 
—latest 

price 
change 

erformance  Stock price 

price/ 
sales 

5-year 
high-low 

12-month 
high-low recent 

relative to 
market 

5-year 
high-low 

latest 
12 months 

1989 
est 

Goodyear/Dec GT n 77- 23 68- 45 45W -28% 67% 43- 4 7.4 6.2 0.24 

WR Grace/Dec GRA n 37- 18 33- 24 30% 20 111 NM- 10 11.5 11.8 0.45 

WW Grainger/Dec GWW n 72- 24 68- 52 54 -11 83 23- 11 13.8 12.3 0.96 

Gt Am First Savings/Dec GTA n 25- 5 14-    9 11% -10 84 10- 3 5.7 5.9 0.18 

Great American Mgmt/Jul GAMI 0 34- 11 34- 16 25 56 145 NM- 5 8.6 NA 0.15 

Great A&P Tea/Feb GAP n 52- 13 52- 34 47% 33 123 19- 10 14.3 12.1 0.19 

Great Lakes Bancorp/Dec GLBC 0 28- 5 22- 17 20 8 100 6- 2 4.8 5.5 0.23 

Great Lakes Chemical/Dec GLK n 77- 27 68- 50 64 Vi 8 100 28- 9 10.9 10.2 2.02 

Gt Northern Nekoosa/Dec GNN n 61- 16 47- 35 38% -12 82 27- 6 6.3 5.6 0.59 

Gt Western Financial/Dec GWF n 24- 7 18- 13 15% 9 101 12- 5 7.8 6.9 0.61 

Greater NY Savings/Dec GRTR 0 13- 5* 13-    6 11% 78 166 16- 3* 15.8 7.5 0.58 

Greyhound/Dec G n 46- 19 37- 27 19Vi -4 89 59- 9 12.2 11.1 0.34 

Grumman/Dec GQ n 36- 17 26-  19 22 -4 89 44- 6 8.8 8.5 0.20 

GTE/Dec GTE n 48- 24 48- 34 45% 21 112 14- 6 12.8 11.1 0.91 

Gulf & Western/Oct GW n 49- 13 49- 37 46'/8 15 107 26- 7 14.2 13.0 1.02 

Gulf States Utils/Dec GSU n 17- 5 9-     5 8% 63 151 19- 3 17.5 8.0 0.62 

Halliburton/Dec HAL n 44- 17 37- 25 30 Vi -6 87 NM- 9 37.2 21.5 0.66 

MA Hanna/Dec MAH n 24- 11 24-  17 22% 27 118 NM- 5 6.5 9.2 0.48 

Hanover Insurance/Dec HINS 0 38- 10 30- 21 27% 11 103 65- 4 4.7 5.9 0.36 

Harcourt Brace/Dec HBJ n 60- 4 13-    7 9Vi 17 108 NM- 6 NM 36.5 0.39 

Harris Corp/|un HRS n 43- 22 33- 25 27% -8 85 24- 10 16.0 10.2 0.51 

Hawaiian Electric/Dec HE n 36- 16 34- 28 30 Vi -5 88 14- 6 10.4 10.2 0.85 

HJ Heinz/Apr HNZ n 52- 16 50- 38 48% 9 101 22- 9 15.0 13.0 1.10 

Henley Group/Dec HENG 0 NA-NA 74- 63' 6816 NA NA NA-NA NM NA 1.43 

Hercules/Dec HPC n 74- 27 53- 43 46 V% -8 85 19- 7 18.1 10.7 0.75 

Hershey Foods/Dec HSY n 38- 10 29- 22 0 92 27- 9 10.8 13.1 1.07 

Hewlett-Packard/Oct HWP n 74- 29 65- 44 51% -15 79 31- 12 14.8 12.9 1.17 

Hibernia/Dec HIBCA 0 26- 11 24- 20 22% 5 97 12- 6 8.8 8.0 0.88 

Hillenbrand Inds/Nov HB n 36- 9 36- 26 27 -11 82 23- 9 14.5 12.7 1.14 

Hills Dept Stores/Ian HDS n 13- 5* 11-    7 TV* -19 75 23- 3* 18.9 8.8 0.09 

Hilton Hotels/Dec HLT n 55- 23 55- 42 52VS 16 108 22- 10 19.3 17.4 2.74 

Himont/Dec HMT n 54- 23* 47- 33 38V8 -9 84 18- 6* 6.6 6.8 1.41 

Holiday/Dec H1A n 84- 12 32- 21 29 10 102 9- 2 6.2 19.9 0.48 

Holly Farms/May HFF n 63- 15 63- 27 62 Vi 105 190 22- 6 15.1 14.6 0.63 

Home Depot/Ian HD n 36- 7 36- 23 33% 41 131 55- 12 22.5 17.5 0.85 

Home Group/Dec HME n 32- ■ 15-  11 14 8 100 NM- 3" 5.5 6.6 0.16 

HomeFed/Dec HFD n 39- 12 33- 21 32% 32 123 10- 4 6.2 6.5 0.43 

Homestake Mining/Dec HM n 24- 10 17-12 14 -9 84 64- 18 21.5 20.3 3.95 

Homestead Financial/Dec HFL n 13- 4 7-    4 V- -46 50 NM- 2 NM 11.1 0.09 

Honeywell/Dec HON n 91- 46 76- 57 65% 0 93 NM- 7 NM 10.5 0.40 

Geo A Hormel/Oct HRL a 29-    6 26-  18 21% -17 77 27- 7 13.3 12.3 0.36 

ntl/Dec HI n 65- 24 65- 52 64% 21 112 24- 6 9.5 9.9 0.86 

• Dec HOU n 39- 18 3.^- 27 27'/8 -10 83 11- 5 7.6 8.0 0.89 

HWRD o 38- 6 25- 17 19 -17 77 21- 7 7.8 6.6 0.57 

HUBB a 40- 14 37- 31 34% 4 97 19- 9 13.3 12.1 1.60 

HUM n 16 29- 23 2H   ■ 11 103 59- 8 12.2 11.3 0.78 

i>csbs HBAN c 25- 8 20- 17 19 0 93 16- 6 8.2 7.5 0.81 

ICH a 33- 4 8- 4 4% -26 68 69- 5 25.7 6.6 0.08 

v ■W ' >r applicable    NM: Not meaningful    E: Estimate    D-D: Deficit to deficit.    DP: Deficit to profit 
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I^^^^^H^^^Hi 
net 

profit 
margin 

latest 
12 months 

EPS 
1988 
EPS 

indicated 
rate 

 Dividends  

payout 
yield                ratio 

5-year 
growth 

rate 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

3.2% $6.11 S6.ll S7.26 19% 11 average SI.80 4.0% 29% 3% 

4.0 2.69 2.69 2.62 -3 14 average 1.40 4.5 52 0 

7.1 3.92 3.92 4.39 12 15 .. high 0.88 1.6 22 9 

3.1 2.08 2.08 2.01 -3 14 \ low 0.60 5.1 29 29 

1 2.92 0.82 NA NA NA NA none NA NA NA 

1.3 3.34 3.34 3.97 NM 11 high 0.60 1.3 18 26 

4.9 4.16 4.16 3.62 -13 3 low 0.80 4.0 19 90 

18.5 5.93 5.93 6.33 7 15 •^ low 0.76 1.2 13 19 

9.5 6.21 6.21 6.99 13 23 average 1.12 2.9 18 4 

.             " 
1.95 1.95 2.2!) 13 18 average 0.76 5.0 39 25 

3.7 0.72 0.72 1.52 111 4 low 0.48 4.2 67 NA 

2.8 2.42 2.42 2.67 10 12 average 1.32 4.5 55 2 

2.4 2.50 2.50 2.58 3 16 average 1.00 4.5 40 1 

7.4 3.58 3.58 4.12 15 27 high 2.68 5.9 75 7 

,-,        7A 3.25 3.21 3.55 11 25 high 0.70 1.5 22 13 

7.7 0.50 0.50 1.10 120 21 very low none NA NA NA 

1.7 0.81 0.81 1.40 73 35 low 1.00 33 123 -17 

8.2 3.48 3.48 2.48 -29 6 very low 0.40 1.8 11 4 

7.6 5.82 5.^2 4.61 -21 9 low 0.36 1.3 6 9 

def -2.04 -2.04 0.26 D-P 7 very low none NA NA NA 

3.2 1.73 1.63 2.72 67 15 high 0.88 3.2 51 0 

7.5 2.90 2.90 2.95 2 12 average 2.04 6.8 70 5 

7.5 3.22 3.31E 3.73 13 22 very high 1.44 3.0 45 16 

def -2.55 -2.55 NA NA NA NA none NA NA NA 

4.3 2.55 2.55 4.31 69 23 average 2.24 4.9 88 8 

9.9 2.37 2.37 1.95 -18 22 high 0.70 2.7 30 12 

81 3.48 3.36 4.01 19 42 average 0.34 0.7 10 9 

9.7 2.60 2.60 2.86 10 11 very high 1.08 4.7 42 14 

7.9 1.86 1.86 2.12 14 11 average 0.50 1.9 2" 13 

0.6 0.41 0.41 0.88 115 5 average none NA NA NA 

14.3 2.72 2.72 3.01 11 17 high 1.00 1.9 37 2 

21.5 5.74 574 5.63 -2 17 low 1.60 4.2 28 NA 

7.3 4.70 4.70 1.46 -69 9 very low none NA NA NA 

3.8 4.12 4.27E 4.27 0 3 average    . 1.32 2.1 32 13 

3.8 1.50 1.50 1.93 29 l7 high 0.12 0.4 8 NA 

2.9 2.56 2.56 2.11 -18 12 low 0.20 1.4 8 NA 

7.0 ■   5.22 5.22 4.98 -5 17 average 0.20 0.6 4 39 

18.3 0.65 0.65 0.69 6 21 very low 0.20 1.4 31 16 

def -0.78 -0.78 0.35 DP 1 NM 0.25 6.4 NM 16 

def -10.22 -10.22 6.24 DP 23 average 2.10 3.2 NM 3 

1              2? 
1.61 1.57 1.74 11 8 average 0.44 2.1 27 6 

9.4 6.80 6.80 6.50 -4 13 low 2.14 33 31 6 

11.7 3.58 3.62E 3.38 -7 25 average 2.96 10.9 83 5 

7.3 2.43 2.43 2.86 18 6 average 0.60 3.2 25 NA 

11.6 2.61 2.61 2.88 10 12 high 1.12 3.2 43 14 

6.5 2.34 2.30 2.54 10 25 very high 0.92 3.2 39 6 

9.9 2.33 2.33 2.54 9 8 very high 0.74 } 9 32 10 

1.5 0.19 0.19 0.74 289 5 low none NA NA NA 

Sources: William O Weil & Co 1 The Institutional Brokers Estimate System (IBES), a sen ice of Lynch. Jones & Ryan via Lotus CD ftwestment; FOKBKS 
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If business wants 
to share the opportunities 

of a changing world, 
The globalization of trade and expressed in one basic concept: 

finance. Shifting competitive . risk sharing. 

and political relationships. Insurance permits the risk 

Accelerating technological '^~ borne by a single business, 

innovation and information institution or individual to be dis- 

transfer. tributed across a large universe 

It all means more opportunity of poliqtiolders. This process is 

And more risk. activated through the oavment 

This is where insurance steps in to do of premiums, which are aggregated by an 

what it has always done for society: control insurance company to pay the losses sustained 

risk by limiting its consequences. In doing so, by the poliqtiolders, as well as the expense of 

insurance unleashes the power of business administering the risk-sharing process. 

to innovate and grow and frees individuals This direct, inexorable relationship between 

from the specter of losses they could not bear premiums and claims is the foundation of 

alone risk sharing-and insurance It means many 

Yet insurance remains complex and a poliqtiolders can pay relatively small amounts 

mystery to many The most common misper- so no one suffers a devastating loss. But it also 

ception is that it is an absorber of losses-an means that whatever forces affect claims must 

unlimited treasury that can pay for all the ills also affect premiums. 

it befall individuals and society in general. It men follows that if claims are excessive 

,j. Insurance cannot and does not work premiums must inevitably increase Other- 

wise, premiums will not be sufficient to cover 

What Is Insurance? future losses and die risk-sharing process will 

irai ice ai id how does it work? be thrown out of balance 

Reduced to it!           ds, insurance can be Its true that insurers generate investment 



there must be 
a way to share the 
inevitable risks. 

income from the premiums 

they collect, but the uncertain- 

ties of the financial markets 

mean that you cannot count on 

that income to offset underwrit- 

ing losses. 

Another economic truth: If 

factors outside the risk-sharing 

process change the rules governing the pay- 

ment of losses, the impact subsequently will 

be reflected in policy-holder costs. When, for 

example, the courts expand the concept of 

liability and juries award damages that exceed 

the extent of the injuries sustained, the result 

is higher premiums. 

In the same vein, when any factor-inflation, 

public policy, the civil justice system-makes it 

impossible to accurately predict 

claims losses, the risk-sharing 

function is impaired. Risks can 

be shared only when you can 

categorize them, reasonably 

predict their frequency and 

severity and then set rates that 

are adequate to pay for the 

American International Group is the 

largest underwriter of commercial and 

industrial insurance in America and the 

leading U.S.-based international iasurer. 

The nature of our business means we 

deal even- day with issues affecting the 

future of American and world society 

Vfe have established this forum to focus 

attention on the 

importance of 

addressing 

these issues. 

projected losses. 

The Power of Insurance 

Risk sharing, in short, gives 

insurance the power to support 

progress across the entire spec- 

trum of economic, social and 

human endeavor. Consequently 

insurance should not be viewed 

as an absorber of losses-as a treasury that can 

be tapped endlessly with no further con- 

sequences. Someone must always pay When 

claims rise, so must premiums. 

This reality takes on added significance in 

todays global environment. As the velocity of 

events accelerates, we must have an efficient 

mechanism to deal with the uncertainties that 

always accompany change and opportunity 

Insurance based on risk sharing 

answers that imperative. 

We are interested in your 

thoughts. Please direct them to: 

MR. Greenberg, President and 

Chief Executive Officer, Ameri- 

can International Group, Inc, 70 

Pine St., NX NY 10270. 



The Forbes 500s on Wall Street 

Company/fiscal \ ear end 
Ticker 
symbol exch 

5-year 
high-low 

stock p 
12-rn 
high 

Stock p 
—latest 
price 

change 

erformance —Stock price ra IOS 

price/ 
sales 

onth 
low recent 

relative to 
market 

5-year         latest 
high-low   12 months 

1989 
est 

Illinois Power/Dec IPC n 32- 17 23- 17 177s -20% 74% 13- 4 10.8 8.2 1.02 

Illinois Tool Works/Dec ITW n 50- 11 44- 31 34 -4 89 33- 9 12.8 11.2 0.93 

IMC Fertilizer Group/fun IFL n 50- 23* 50- 27 43% 52 141 12- 7* 9.3 7.4 0.97 

Imperial Corp of Am/Dec ICA n 19- 5 14- 7. 7'/, -36 60 NM- 2 9.8 3.0 0.09 

Independence Bancorp/Dec INBC 0 36- 14 26- 19 20'/2 -17 77 NM- 6 NM 9.9 0.94 

Indiana National/Dec INAT 0 36- 10 30- 25 29 4 96 20- 3 9.0 8.3 0.93 

Ingersoll-Rand/Dec IR n 46- 14 45- 31 37 -5 89 23- 10 12.3 10.1 0.63 

Inland Steel Inds/Dec IAD n 49- 15 49- 30 39% 24 115 23- 5 5.6 5.7 0.33 

Integra Financial/Dec ITGR 0 38- 11 27- 22 24% -1 92 17- 7 9.3 8.5 0.95 

Integrated Resources/Dec IRE n 40- 12 22- 12 14% -32 63 NM- 4 6.0 4.7 0.07 

Intel/Dec INTC 0 42- 11 37- 19 24'/s -16 78 NM- 8 9.6 11.3 1.52 : 
Intercot/Feb ISS n 74- 3 74- 3 2% 71 158 15- 1 0.9 0.6 0.04 

* 

Intergraph/Dec INGR 0 41- 14 33- 14 15' 4 -45 51 31- 9 9.8 8.2 1.08 

IBM/Dec IBM n 176- 99 131- 104 109% 0 92 23- 10 11.8 10.0 1.08 

Intl Flavors & Frags/Dec IFF n 58- 23 55- 44 50 2 94 23- 12 14.7 13.0 2.26 

Intl Minerals & Chem/Jun IGL n 53- 25 50- 37 39 V% -7 S6 NA- 9 14.4 14.6 0.84 

Intl Multifoods/Feb IMC n 40- 15 34- 26 27% -10 83 25- 7 11.3 10.1 0.19 

International Paper/Dec IP n 58- 22 52- 40 45% 6 98 32- 6 6.9 6.1 0.53 

Ipalco Enterprises/Dec IPL n 30- 13 24- 22 22 -3 90 15- 6 8.3 8.6 1.36 

Itel/Dec ITEL o 27- 3 24- 17 20% 8 100 NM- 33 47.2 19.2 0.62 

ITT/Dec ITT n 66- 21 56- 44 51   j 13 105 30- 6 9.0 8.1 0.35 

lames River Corp Va/Apr IR n 44- 16 31- 21 27% 8 100 23- 7 10.4 8.6 0.40 

Jefferson-Pilot/Dec IP n 43- 17 38- 29 32% 0 93 17- 6 12.5 11.2 1.02 

Jefferson Smurfit/Dec Use o 39- 4 37- 25 2X'. 2 94 29- 7 7.7 6.7 0.89 

Johnson & Johnson/Dec INI n 105- 28 .94- 69 s" - 6 98 39- 11 15.3 13.4 1.62 

Johnson Controls/Sep ICI n 40- 19 39- 30 34*4 3 96 r-.' 8 12.2 11.2 0.39 

K mart  la:. KM n 48- 18 40- 30 37% 7 99 16- 7 9.4 9.0 0.27 

Kansas City P&L/Dec KLT n 32- 14 32- 26 29% 9 101 13- 3 9.1 9.0 1.22 

Kansas Gas & Elec/Dcc KGE n 26- 10 22- 18 19% 4 96 20- 4 9.5 9.8 1.32 

Kansas Power & Light Dec KAN n 33- 15 25- 22 21% -9 84 13- 5 9.7 9.2 0.64 
. t 

Kellogg/Dec K n 69- 14 69- 51 59 12 104 23- 9 15.1 13.3 1.67 ' 
Kemper/Dec KEMC 0 39- 10 32- 21 31% 31 121 27- 6 8.2 9.0 0.58 [ 
Kentucky Utilities/Dec KU n 24- 10 20- 18 18% -1 92 17- 6 9.5 9.2 1.25 

Kerr-McGee/Dec KMG n 47- 24 45- 33 41% 13 105 NM- 10 18.2 17.2 0.74 

KeyCorp/Dec KEY n 31- 11 24- 20 %  - 5 97 16- 6 8.0 7.2 0.69 

Kimberly-Clark/Dec KMB n 66- 20 66- 51 59% 10 102 20- 9 12.7 111 0.89 

Kinder-Care/Dec KNDR 0 19- 7 12- 7 PA -32 63 29- 8 9.9 7.7 0.46 

Knight-Ridder/Dec KRI n 61- 22 49- 37 44   i 7 99 25- 11 16.2 14.6 1.14 
- 

Krogert/Dec KR n 59- 7 59- 7 10W 64 152 45- 2 42.7 140 0.05 
  

- 
.. 

Lafarge/l >ec LAF 20- 20-  15 15' 87 NM- 8.0 8.0 0.60 

Liberty National/Dei LNBC o 31-  11 28- 23 26% 2 95 14-    7 9.7 9.3 0.99 

Eli Lilly Die LLY n 54-  13 52- 36 50 Vi 17 108 36-    8 18.9 16.0 3.40 

LTD n 53-    5 32-  17 27% 35 125 40-  12 20.3 14.9 1.22 

UN Broadc *    i LINB 0 96-    9 96- 51 K6; i 62 150 62-   14 56.0 42.7 19.53 

Li?: Claib' 

LOCK' 

LNC n 63- 26 54- 42 48% 6 98 15- 6 15.2 9.1 0.28 

LIT n 108-  61 87- 68 74!. -8 86 50- 8 11.2 10.5 0.37 

LIZC 0 39-    4 20-  13 16% 3 96 33- 9 13.3 11.7 1.24 

LK n 62- 29 51- 39 44 % 0 92 10- 4 4.3 6.8 0.25 

igmally reported, adjusted tor splits Stock performance includes value of special distributions    N.\ 
to deficit    D-P Deficit to profit    del Deficit    sti».k prices as of Mar 23,1989. 

Nut available or] 
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indicated 
rate 

 Divid 

yield 

net 
profit 

margin 

latest 
12 months 

EPS 
1988 
EPS 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

12.1% $1.66 $1.66 $2.18 31% 21 low $2.64 14.8% 159% 2% 

7.3 2.66 2.66 3.03 14 11 high 0.48 1.4 18 9 

10.5 4.70 3.88 5.90 52 12 average 1.00 2.3 21 NA 

0.9 0.74 0.74 2.41 226 9 low none NA NA NA 

def -1.04 -1.04 2.08 DP 5 average 1.16 5.7 NM 7 

10.2 3.21 3.21 3.48 8 7 very high 1.08 3.7 34 15 

5.3 3.00 3.00 3.66 22 20 average 1.04 2.8 35 0 

6.1 6.99 6.99 6.91 -1 18 low 1.40 3.6 20 NA 

10.3 2.62 2.62 2.87 10 3 average 1.16 4.8 44 14 

3.3 2.42 2.42 3.08 27 3 low none NA NA NA 

15.8 2.51 2.51 2.13 -15 33 low none NA NA NA 

4.1 2.95 3.85E 4.50 17 1 NM none NA NA NA 

11.0 1.55 1.55 1.86 20 23 average none NA NA NA 

9.2 9.27 9.27 10.99 19 43 very high 4.40 4.0 47 3 

15.3 3.40 3.40 3.86 14 16 very high 1.92 3.8 56 11 

7.9 2.72 3.11 2.68 -14 13 average 1.00 2.6 37 -26 

1.9 2.46 2.45E 2.76 13 6 high 1.18 4.2 48 0 

7.9 6.57 6.57 7.39 12 27 average 1.48 3.3 23 0 

16.3 2.64 2.64 2.55 -3 20 high 1.72 7.8 65 3 

1.5 0.44 0.44 1.08 145 7 very low none NA NA NA 

4.2 5.70 5.70 6.34 11 17 high 1.48 2.9 26 -1 

4.3 2.69 2.85E 3.24 14 20 average 0.48 1.7 18 17 

8.3      . 2.59 2.59 2.88 11 20 average 1.28 4.0 49 10 

11.5 3.72 3.72 4.31 16 10 average 0.84 2.9 23 32 

10.8 5.72 5.72 6.56 15 33 very high 2.32 2.6 41 13 

3.2 2.86 2.83 3.11 10 13 very high 1.16 3.3 41 6 

2.9 4.00 4.00 4.20 5 34 high 1.32 3.5 33 12 

14.3 3.20 3.20 3.23 1 18 average 2.44 8.4 76 1 

14.7 2.10 2.10 2.04 -3 17 average 1.60 8.0 76 -12 

6.8 2.25 2.25 2.37 5 17 average 1.76 8.1 78 5 

11.0 3.90 3.90 4.43 14 31 high 1.72 2.9 44 18 
■ 

7.1 3.81 3.81 3.46 -9 14 low 0.84 2.7 22 4 
■ 

14.2 1.94 1.94 2.01 4 17 average 1.40 7.6 72 3 

1            41 2.27 2.27 2.40 6 30 average 1.10 2.7 48 0 

8.6 2.90 2.90 3.22 11 9 very high 1.20 5.2 41 16 

7.0 4.71 4.71 5.36 14 24 high 2.60 4.4 55 11 

4.6 0.80 0.80 1.03 29 6 average 0.08 1.0 10 0 

7.5 2.76 2.76 3.07 11 23 average 1.22 2.7 44 17 

0.2 0.24 0.24 0.73 204 8 very low none NA NA NA 

7.1 1.96 1.96 1.96 0 11 low 0.40 2.5 20 8 

10.0 2.76 2.76 2.87 4 2 NM 0.82 3.1 30 12 

18.7 2.67 2.67 3.15 18 34 high 1.35 2.7 51 12 

6.0 1.36 1.36 1.86 37 28 average 0.32 1.2 24 39 

36.4 1.54 1.54 2.02 31 13 average none NA NA NA 

2.0 3.21 3.21 5.35 67 23 average 2.48 5.1 77 11 

3.5 6.66 6.33 7.14 13 18 very high none NA NA NA 

9.3 1.26 1.26 1.43 13 18 average 0.18 1.1 14 35 

5.9 10.37 10.37 6.59 -36 30 average 1.60 3.6 15 31 

Sources: William O'Neil & Co The Institutional Brokers Estimate System (IBES), a service of Lynch, Jones & Ryan ria 
•j 

Lotus CD Investment, FORBES 
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The Forbes 500s on Wall Street 

Company/fiscal year end 
Ticker 
symbol exch 

 Si 
5-year 

high-low 

Stock performance 
—latest 12 months- 

price      relative to 
change      market 

 pi 
5-year 

high-low 

—Stock price ratios— 

price/ 
sales , 

12-month 
high-low recent 

latest 
12 months 

1989 
est 

Loews/Dec LTR n 96- 24 88- 62 86'/8 22% 113% 15- 6 7.2 9.2 0.62 

Lomas Financial/Jun LFC n 39- 10 22- 10 lOVfc -41 54 NM- 8 21.1 8.0 0.24 

Lone Star Tech/Dec LSST 0 24-    6* 20-    9 9*4 -47 49 NM-NM* NM NM 0.28 

Long Island Lighting/Dec LIL n 17-    4 17-    8 15 74 161 10- 1 7.4 6.9 0.78 

Longs Drug Stores/Jan LDG n 41- 17 39- 34 35'/8 -2 91 23- 10 12.8 11.7 0.36 

Longview Fibre/Oct LFB n 78- 20 78- 44 65 32 122 18- 5 7.2 7.2 1.04 

Loral/Mar LOR n 49- 19 41- 31 35% -5 88 21- 9 10.5 9.2 0.61 

Louisiana Land/Dec LLX n 43- 22 35- 29 34 2 95 NM- 7 NM 340 1.49 

Louisiana-Pacific/Dec LPX n 40-  16 38- 26 29% 3 95 41- 7 8.4 9.1 0.62 

Louisville G&E/Dec LOU n 44- 23 36- 31 33 W 0 92 14- 6 9.0 9.7 1.03 

Lowe's Cos/Jan LOW n 42-  15 26-  19 23'A 16 108 25- 9 12.7 12.1 0.34 

LTV/Dec LTV n 18-    1 4-    2 2% -32 63 NM-NM NM 1.3 0.03 

Lubrizol/Dec LZ n 42-  19 42- 33 36% -8 86 23- 10 10.8 12.6 1.24 

Mack Trucks/Dec MACK 0 21-    9 16-  12 135/8 -9 84 NM- 6 16.2 9.5 0.19 

Manufacturers Hanover/Dec MHC n 58-  19 36- 24 34% 23 114 NM- 2 2.4 4.8 0.22 

Manufacturers Natl/Dec MNTL 0 54- 15 48- 39 447s 7 100 NM- 4 7.0 6.4 0.73 

Manville/Dec MVL n 91-    7 28-    7 7V9 -62 35 NM- 1 9.7 8.0 0.18 

Mapco/Dec MDA n 67- 21 66- 50 615/8 18 109 25- 6 10.5 9.8 0.71 

Marion Laboratories/Jun MKC n 42-    4 26-  15 24% 8 100 72- 14 20.8 17.8 4.42 

Marriott/Dec MHS n 44-  12 35- 26 30 -5 88 30- 13 15.4 13.0 0.44 

Marsh & McLennan Cos/Dec MMC n 77-  18 61- 48 59 V* 17 109 37- 11 14.5 13.7 1.86 

Marshall & Ilsley/Dec MRIS 0 39-  13 32- 27 291/2 1 94 14- 6 8.5 8.0 0.92 

Martin Marietta/Dec ML n 57- 20 48- 38 45 Vi -4 89 15- 6 7.5 7.9 0.42 

Masco/Dec MAS n 41-  11 30- 24 25 -11 83 25- 10 11.9 10.4 1.40 

Masco Industries/Dec MASX 0 19-    2' 14-    9 9>/4 -18 76 NM- 4* 10.3 8.4 0.46 

Maxicare Health/Dec MAXIC 0 29-   '/» 3-   M % -81 18 NM- 12 NM NM NM 

May Dept Stores/Jan MA n 51-  15 39- 29 3 7 >/4 2 95 20- 7 10.3 10.1 0.47 

Maytag/Dec MYG n 32-    9 28- 19 20 V» -24 70 21- 8 9.7 12.0 0.82 

MBIA/Dec MBI n 25-  IV 25-   15 24 . 53 142 12- 5* 9.9 9.0 6.00 

MCA/Dec MCA n 65- 26 56- 38 51'/8 21 112 37- 16 23.0 21.5 1.25 

McCaw Cellular Commun/Dec MCAWA 0 40-  11* 40-  18 371/2 69 156 NM-NM* NM NM 15.89 

McDonald's/Dec MCD n 61-  18 54- 41 48% 10 102 22- 10 14.1 12.3 1.65 

McDonnell Douglas/Dec MD n 93- 48 93-  59 90% 43 132 13- 6 10.0 10.1 0.23 

McGraw-Hill/Dec MHP n 85- 35 76-  4S 67 22 113 27- 13 17.5 16.5 1.79 

MCI Communications/Dec MCIC 0 28-    5 28-  11 26'-2 147 229 45- 12 20.9 12.7 1.25 

McKesson/Mar MCK n 40-  16 36- 30 30% -6 87 21- 9 13.4 12 6 0.18 

MCorp/Dec M n 25-   '/. 4-   V* % -86 13 NM- 5 NM NM NM 

Mead/Dec MEA n 50-  14 50- 31 36': -5 89 18- 6 6.8 9.4 0.52 

Medtronic/Apr MDT n 109- 25 95- 69 82'/• -9 85 20- 7 11.6 10.2 1.50 

Mellon Bank/Dec MEL n 73- 23 33- 24 2779 -3 90 NM- 5 NM 6.4 0.25 

Melville/Dec MES n 43-  15 43- 31 39% 21 112 18- 8 12.2 5.6 0.64 

jntile Bancorp/Dec MTRC 0 37-  16 31- 21 26 20 111 NM- 5 14.5 8.9 0.63 

ic Bkshs/Dcc MRBK 0 47-  16 42- 34 40 12 104 16- 7 9.6 8.7 1.42 

Mercantile Stores ' MST n 53-  16 47- 35 44 % 5 98 21- 7 11.3 10.5 0.72 

Merchants National/Dec MCHN 0 41-    9 28- 22 26 8 100 38- 5 8.5 7.6 0.84 

Merck/Dec MRK n 74-  13 67- 49 64 17 108 36- 12 21.0 16.9 4.27 

Meridian Bancorp/Dec MRDN 0 28-    9 22-  18 20'« 10 102 13- 6 9.2 8.3 0.80 

Mehtoi Financial/Dec MTOR o 13-    3 6-    3 3'4 -40 56 NA- 3 NM NM 0.08 

•Rangr iv                                                             ,A. NCH •      NM   Not meaningful E: Estimate    D-D: Deficit to deficit DP: Deficit to profit. def: Deficit. 
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indicated 
rate 

 Divid 

yield 

net 
profit 

margin 

latest 
12 months 

EPS 
1988 
EPS 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

8.6% $11.94 S11.94 $9.38 -21% 11 average $1.00 1.2% 8% 6% 

1.9 0.48 -1.85 1.27 DP 8 low 1.40 13.8 292 31 

def -1.24 -1.24 -0.13 D-D 8 NM none NA NA NA 

14.0 2.02 2.02 2.17 7 22 average none NA NA NA 

2.9 2.75 2.75 3.00 9 11 high 0.88 2.5 32 3 

14.4 8.98 8.71 9.04 4 7 average 2.00 3.1 22 12 

5.7 3.41 3.40E 3.89 14 22 high 0.72 2.0 21 11 

def -2.27 -2.27 1.00 DP 26 very low 1.00 2.9 NM 0 

7.5 3.54 3.54 3.26 -8 16 low 0.92 3.1 26 5 

12.9 3.70 3.70 3.42 -8 12 high 2.72 8.2 74 5 

2.7 1.83 1.83 1.92 5 18 average 0.48 2.1 26 3 

def -8.97 -8.97 1.90 DP 5 very low none NA NA NA 

11.7 3.40 3.40 2.90 -15 15 average 1.36 3.7 40 3 

1.2 0.84 0.84 1.44 71 11 low none NA NA NA 

9.4 14.25 14.25 7.22 -49 27 low 3.28 9.4 23 3 

10.4 6.40 6.40 6.98 9 10 very high 1.84 4.1 29 17 

4.7 0.79 0.79 0.95 20 1 NM none NA NA NA 

6.7 5.88 5.88 6.30 7 11 average 1.00 1.6 17 0 

21.9 1.17 0.96 1.37 43 21 average 0.36 1.5 31 57 

3.1 1.95 1.95 2.31 18 20 very high 0.24 0.8 12 25 

13.0 4.09 4.09 4.32 6 26 average 2.50 4.2 61 27 

11.3 3.48 3.48 3.71 7 5 very high 0.96 3.3 28 3 

5.6 6.02 6.02 5.74 -5 31 average 1.10 2.4 18 7 

11.8 2.10 2.10 2.40 14 17 average 0.48 1.9 23 11 

5.0 0.90 0.90 1.10 22 10 average none NA NA NA 

def -14.23 -5.80E -0.95 D-D 6 NM none NA NA NA 

4.5 3.63 3.63 3.70 2 30 high 1.42 3.8 39 11 

8.4 2.07 2.07 1.68 -19 13 average 0.90 4.5 43 7 

61.1 2.45 2.45 2.69 10 5 average 0.28 1.2 11 NA 

5.5 2.26 2.26 2.41 7 21 average 0.68 1.3 30 4 

def -2.39 -2.39 -1.41 D-D 8 NM none NA NA NA 

11.7 3.43 3.43 3.92 14 31 very high 0.56 1.2 16 9 

2.3 
- 

9.13 9.13 9.01 -1 28 average 2.82 3.1 31 7 

10.2 3.83 3.83 4.05 6 19 high 2.00 3.0 52 10 

6.9 1.27 1.27 2.08 64 28 average none NA NA NA 

1.4 2.30 2.21E 2.46 11 8 high 1.44 4.7 63 4 

def -14.24 -15.19E -2.50 D-D 2 NM none NA NA NA 

7.9 5.37 5.37 3.89 -28 21 low 0.76 2.1 14 7 

13.0 7.12 6.99E 8.03 15 11 very high 1.20 1.5 17 11 

def -3.65 -3.65 4.35 DP 23 average 1.40 5.0 NM -17 

5.2 3.26 3.26 3.53 8 18 average 1.30 3.3 40 12 

4.3 1.79 1.79 2.91 63 ,9 average 1.40 5.4 78 3 

14.8 4.16 4.16 4.60 11 4 very high 1.40 3.5 34 13 

6.4 3.92 3.92 4.23 8 6 high 0.80 1.8 20 14 

9.8 3.05 3.05 3.44 13 5 high 1.00 3.8 33 26 

20.3 3.05 3.05 3.79 24 37 high 1.64 2.6 54 33 

9.1 2.21 2.21 2.45 11 12 high 1.10 5.4 50 9 

def -5.98 -5.98 -0.62 D-D 5 NM none NA NA NA 

Sources: William O'Neil & Co The Institutional Brokers Estimate System C/BESJ, a service of Lynch, Jones & Ryan via Lotus CD Investment: FORBES 
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The Forbes 500s on Wall Street 

Company/fiscal year end 

Ticker 
symbol exch 

 Stock p 
5-year      12-m 

high-low    high- 

Stock p 
—latest 
price 

change 

erformance —Stock price 

onth 
low recent 

relative to 
market 

5-year         latest 
high-low   12 months 

1989 
est 

price/ 
sales 

Merrill Lynch/Dec MER n 47- 20 32- 22 27'/8 15% 107% 35- 6 6.3 10.5 0.25 

Metro Mobile CTS/Sep MMZA a 68- 12* 68- 29 64 95 181 NM-NM* NM NA 20.80 

Fred Meyer/Jan MEYR 0 18- 10* 18- 13 167/8 30 120 15- 8* 11.3 10.1 0.18 

Michigan National/Dec MNCO 0 52- 11 52- 42 44'A -2 91 14- 7 7.3 6.4 0.64 

Microsoft/Jim MSFT o 79- 11* 71- 45 50'A -11 82 49- 13* 18.6 16.0 3.78 

Middle South Utils/Dec MSU n 17-    8 17- 9 16 Vi 74 161 9- 3 8.2 7.5 0.95 

Midlantic/Dec MIDL 0 52- 21 45- 37 38'/8 -14 80 13- 5 6.5 6.1 0.78 

Millipore/Dec MIL n 47- 13 41- 29 30% -22 72 30- 12 15.5 13.4 1.38 

Minn Mining & Mfg/Dec MMM n 84- 35 70- 57 67 'A 12 104 22- 11 13.2 11.9 1.43 

MNC Financial/Dec MNC n 51-  15 49- 39 45l/s -3 90 12- 6 7.7 6.7 0.68 

Mobil/Dec MOB n 55- 23 51- 42 49 9 101 24- 6 9.7 10.0 0.42 

Molex/Jun MOLX 0 57- 21 45- 31 31'A -28 67 35- 13 14.2 12.8 1.47 

Monarch Capital/Dec MON n 91- 32 51- 39 39 Vi -9 84 19- 7 14.6 10.4 0.67 

Monsanto/Dec MTC n 100- 41 95- 74 93'A 14 105 NM- 7 11.3 9.4 0.77 

Moore Financial/Dec MFGI 0 34-  16 34- 25 33'A 24 115 NM- 5 10.2 8.9 0.76 

JP Morgan & Co/Dec JPM n 54-  14 40- 31 3 7'A 12 104 NM- 5 6.9 6.7 0.86 

Morgan Stanley/Dec MS n 71- 26* 71- 39 61", 57 145 11- 4* 6.0 7.9 0.53 

Morrison Knudsen/Dec MRN n 56- 27 44- 35 39% 2 95 NM- 7 NM 13.3 0.23 

Morton Thiokol/Iun MTI n 55- 22 45- 36 43 Vi 1 94 18- 7 13.0 12.3 0.84 

Motorola Dec MOT n 74-  29 55— 36 39% -10 83 73- 9 11.6 10.5 0.63 

Multibank Financial/Dec MLTF 0 33-  12 26- 21 23'A 2 95 17- 6 8.0 7.5 0.56 

Murphy Oil/Dec MUR n 43- 20 38- 27 35 27 118 NM- 9 30.7 36.5 0.80 

Nalco Chemical/Dec NLC n 46- 21 40- 31 36 -7 86 23- 11 13.3 12.0 1.40 

Nash Finch/Dec NAFC o 28-    7 28- 22 223A -1 92 17- 6 13.6 10.3 0.12 

National City/Dec NCC n 38- 12 34- 28 31'A 5 97 18- 5 8.1 7.2 0.85 

Natl Community Bks/Dec NCBR 0 56-  11 43- 33 36V4 -12 82 18- 7 9.0 7.9 1.18 

National Intergroup/Mar Nil n 34-  10 21- 13 17'A -13 81 NM-NM NM 11.4 0.13 

National Medical/May NME n 33-  16 28- 19 27'A 23 114 22- 8 13.3 10.5 0.59 

Natl Semiconductor/May NSM n 22-    8 15- 8 7S -35 60 NM- 13 NM 19.1 0.31 

National Service/Aug NSI n 29-  11 26- 20 23   , 7 99 19- 9 13.0 12.2 0.79 

Navistar Intl/Oct NAV n 12-    3 7- 4 -13 81 NM- 5 7.3 6.5 0.36 

NBD Bancorp/Dec NBD n 41- 13 41- 34 38% 8 100 12- 5 8.0 7.6 0.84 

NCNB/Dec NCB n 37- 12 37- 20 35'A 74 162 13- 6 12.2 11.0 1.08 

NCR/Dec NCR n 87- 21 70- 51 53'J _7 86 21- 7 10.1 9.4 0.71 

New England Electric Dec NES n 35-  14 26- 20 22  - 5 97 NM- 5 NM 8.4 0.86 

NY State E&G Dec NGE n 39-  15 25- 21 22'A 2 95 41- 4 7.9 8.0 0.94 

New York Times/Dec NYTA a 50-  12 33- 24 26'/4 -15 79 28- 11 12.6 12.1 1.22 

Newmont Mining/Dec NEM n 102-  16 47- 32 37*4 9 101 NM- 5 14.3 23.5 5.08 

Niagara Mohawk Power/Dec NMK n 26- 11 16- 12 L2Vt -7 87 NM- 4 10.0 10.2 0.59 

Nicor Dec GAS n 34-  19 33- 27 30% 9 101 NM- 7 8.8 8.6 0.60 

NIKE May NIKE 0 35-    7 35- 22 3i 33 123 61- 4 8.9 7.9 0.81 

Nipsco Industries/Dec NI n 15-    8 15- 10 13 «4 28 119 NM- 6 9.8 9.3 0.66 

Nordstrou NOBE 0 41-    7 34- 22 Jl' i 28 118 40- 12 20.7 17.8 1.09 

•rn, Dec NSC n 38-  16 36- 25 n , 15 107 42- 6 9.5 9.0 1.34 

NBIC o 80- 20 80- 45 68V< 48 137 18- 6 15.7 15.4 1.54 

Northeast Sa NSB n 28-    6 17- 6 5v4 -64 34 NM- 2 NM 12.8 0.04 

Northeast Ltilitics/Dec NU n 28-  11 22- 18 19'A -1 92 17- 4 8.9 8.9 1.00 

No States Pi>*\ Nsr n 40-   17 34- 29 30'4 _2 91 14- 6 9.9 9.5 0.96 

•Ram.'; 
Stock prices as oi   lai 

or applicable    NM Na meaningful E: Estimate.   D-D Deficit to deficit DP Deficit to profit. def: Deficit 
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^^Ef* 

indicated 
rate 

 Divid 

yield 

net 
profit 

margin 

latest 
12 months 

EPS 
1988 
EPS 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

4.4% $4.29 $4.29 $2.59 -40° 11 average $1.00 3.7% 23% 7% 

def -1.67 -1.45 NA NA NA NA none NA NA NA 

1.8 1.50 1.50 1.68 12 9 very high none NA NA NA 

9.0 6.07 6.07 6.92 14 9 average 2.00 4.S 33 90 

21.1 2.70 2.22 3.15 42 32 average none NA NA NA 

11.5 2.01 2.01 2.20 9 24 average 0.80 4.8 40 NA 

12.1 5.85 5.85 6.30 8 21 very high 1.64 4.3 28 12 

8.8 1.96 1.96 2.27 16 19 high 0.36 1.2 18 16 

10.9 5.09 5.09 5.63 11 25 high 2.60 3.9 51 6 

8.6 5.86 5.86 6.72 15 21 average 1.90 4.2 32 23 

4.3 5.07 5.07 4.89 -4 43 average 2.40 4.9 47 1 

10.2 2.22 2.34 2.46 5 9 average 0.03 0.1 1 6 

5.3 2.68 2.68 3.76 40 10 low none NA NA NA 

7.1 8.27 8.27 9.90 20 28 average 3.00 3.2 36 9 

7.4 3.27 3.27 3.76 15 6 very high 1.20 3.6 37 4 

12.8 5.38 5.38 5.53 3 33 average 1.66 4.5 31 11 

9.6 10.26 10.26 7.85 -23 13 low 0.90 1.5 9 NA 

def -11.52 -11.52 2.98 DP 9 low 1.48 3.7 NM 2 

6.5 3.34 3.33 3.54 6 19 very high 0.92 2.1 28 7 

5.4 3.43 3.43 3.79 10 31 average 0.76 1.9 22 1 

7.0 2.90 2.90 3.11 7 6 high 0.64 2.8 22 14 

2.6 1.14 1.14 0.96 -16 14 very low 1.00 2.9 88 0 

10.7 2.70 2.70 2.99 11 16 high 1.32 3.7 49 2 

0.9 1.67 1.67 2.20 32 3 average 0.65 2.9 39 4 

10.5 3.84 3.84 4.34 13 24 high 1.68 5.4 44 18 

13.1 4.05 4.05 4.60 14 2 NM 1.28 3.5 32 16 

def -2.92 -0.30E 1.52 DP 6 low none NA NA NA 

4.4 2.07 2.34E 2.61 12 16 high 0.68 2.5 3 3 6 

def -0.86 -0.56E 0.40 DP 18 very low none NA NA NA 

6.1 1.83 1.75 1.94 11 7 high 0.84 3.5 46 15 

5.7 0.81 0.84 0.90 7 17 low none NA NA NA 

10.4 4.81 4.81 5.04 5 22 high 1.48 3.9 31 13 

8.9 2.90 2.90 3.22 11 34 high 1.00 2.8 34 12 

7.3 5.33 5.33 5.72 7 28 high 1.32 2.5 25 12 

def -0.94 -0.94 2.69 DP 24 average 2.04 9.0 NM 4 

12.8 2.81 2.81 2.78 -1 18 average 2.00 9.0 71 -4 

9.9 2.08 2.08 2.17 4 25 average 0.48 1.8 23 17 

35.7 2.65 2.65 1.61 -39 16 very low O.oO 1.6 23 6 

7.5 1.21 1.21 1.19 -2 21 very low 1.20 9.9 99 -15 

7.0 3.48 3.48 3.57 3 12 average 2.00 6.5 57 -13 

9.2 3.73 4.13E 4.17 1 7 average 0.60 1.8 16 2 

6.8 1.41 1.41 1.48 5 24 average 0.84 6.1 60 NA 

5.3 1.51 1.51 1.76 17 31 average 0.28 0.9 19 24 

14.2 '3.51 3.51 3.68 5 23 average 1.32 4.0 38 4 

10.7 4.39 4.39 4.48 2 3 high 1.40 2.0 32 4 

def -6.40 -1.53E 0.45 DP 3 low none NA NA NA 

11.3 2.15 2.15 2.16 0 22 average 1.76 9.2 82 4 

10.7 3.11 3.11 3.24 4 26 high 2.12 6.9 68 10 

Sources William O'Neil & Co The Institutional Brokers Estimate System (IBES), a senice of Lynch, Jones & Rvan via Lotus CD Investment; FORBES 
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The Forbes 500s on Wall Street 

Company/fiscal year end 
Ticker 

symbol exch 

 Stock p 
5-year      12-rn 

high-low    high 

Stock p 
—latest 
price 

change 

eriormance 

■ 

price/ 
sales 

onth 
low recent 

relative to 
market 

5-year         latest 
high-low   12 months 

1989 
est 

Northern Trust/Dec NTRS 0 51- 19 49- 40 48% 14% 106% NM- 6 7.4 8.6 0.73 

Northrop/Dec NOC n 57- 24 36- 25 27 -11 83 58- 8 12.2 9.2 0.22 

Norton/Dec NRT n 64- 31 64- 43 45% 0 93 NM- 10 11.3 10.0 0.68 

Norwest/Dec NOB n 37- 14 37- 27 36'2 23 114 NM- 7 8.1 7.4 0.66 

Nucor/Dec NUE n 52- 17 52- 37 47% 8 100 23- 9 9.2 16.2 0.95 

NW A/Dec NWA n 76- 31 73- 38 60 40 130 28- 8 13.0 11.9 0.31 

NWNL/Dec NWNL 0 37- 18 35- 25 30% 17 108 18- 6 10.1 7.3 0.23 

Nynex/Dec NYN n 78- 29 71- 61 69% 6 98 13- 7 10.5 10.0 1.08 

Occidental Petroleum/Dec OXY n 40- 22 29- 25 26V2 -4 89 61- 6 21.0 13.7 0.37 

Ogden/Dec OG n 45- 12 32- 25 27 -10 83 NM- 10 18.8 13.0 1.13 

Ohio Casualty/Dec OCAS 0 49- 17 45- 32 39% 13 105 23- 5 6.8 8.1 0.54 

Ohio Edison/Dec OEC n 23- 9 21- 17 20 6 98 17- 4 16.4 8.7 1.42 

Oklahoma G&E/Dec OGE n 39- 19 33- 29 32% 7 99 15- 7 10.2 10.2 1.26 

Old Kent Financial/Dec OKEN 0 27- 9 25- 22 22% -6 87 10- 5 7.7 7.5 0.78 

Old Republic Intl/Dec OLDR 0 35- 17 28- 21 247/8 12 104 15- 4 11.4 6.3 0.41 

Old Stone/Dec OSTN 0 34- 16 24- 18 20'/2 4 96 46- 5 5.1 4.8 0.37 

Olin/Dec OLN n 60- 26 60- 43 51% -7 86 NM- 7 11.2 8.9 0.46 

Oracle Systems/May ORCL 0 26- 3* 26- 15 22 V» 42 131 29- 8* 26.0 13.4 3.47 

Outboard Marine Sep OM n 39- 16 36- 28 33% 7 99 51- 5 9.1 8.1 0.39 

Owens-Corning/Dec OCF n 83- 9 30- 18 26'/s 29 120 NM- 1 5.6 5.4 0.37 

Paccar/Dec PCAR 0 49- 19 49- 33 47'; 2 s 119 22- 6 9.7 8.9 0.52 

Pacific Enterprises/Dec PET n 61- 31 50- 36 40% -15 78 43- 6 11.5 13.8 0.43 

Pacific First Finl/Dec PFFS 0 27- 7' 25- 12 24'A 69 156 NM- 2* 11.5 11.1 0.35 

Pacific G&E/Dec PCG n 28- 12 19- 14 l?j: 12 104 NM- 5 NM 9.6 0.94 

Pacific Telesis/Dec PAC n 36- 14 36- 27 34% 20 111 15- " 12.2 11.4 1.52 

PacifiCorp/Dec PPW n 39- 21 37- 33 34* 3 96 12- 5 10.0 9.3 1.22 

PaineWebber Group/Dec PWJ n 39- 13 20- 15 17% 5 98 62- 6 30.4 17.1 0.20 

Pall/lul PLL a 35- 15 33- 25 28 Vt -10 S3 33- 15 17.9 16.3 2.36 

Pan Am/Dec PN n 10- 2 5- 2 4   , 48 137 NM- 16 NM NM 0.17 

Panhandle Eastern/Dec PEL n 50- 18 27- 21 :o - -17 77 NM- 4 NM 12.9 0.94 

Parker-Hannifin'Kin PH n 49- 17 38- 27 27% -26 69 27- 9 12.2 11.2 0.56 

Penn Central/Dec PC n 34- 19 25- 21 23 3 95 NM- 7 15.8 13.7 1.06 

JC Penney/Ian [CP n 66- 22 56- 44 52M 10 102 18- 7 8.7 8.8 0.42 

Pennsylvania P&L/Dec PPL n 43- 20 38- 34 34>/2 -1 92 1 5- 6 9.3 9.4 1.17 

Pennwalt/Dec PSM n 131- 32 131- 53 130'/, 135 218 NM- 8 9.1 17.4 1.01 

Pennzoil/Dec PZL n 95- 31 85- 70 83 12 104 NM- 6 NM 19.8 1.44 

People's Bank Dec PBCT 0 NA-NA 10- 8* m NA NA 10- 7 NA 7.9 0.46 

Peoples Energy/Sep PGL n 27- 9 22- 16 21 24 115 15- 4 8.6 8.9 0.60 

PepsiCo/Dec PEP n 44- 12 44- M 43 25 116 23- 9 15.0 13.7 0.88 

Perkin-Elmer/Jul PKN n 41- 18 28- 21 21 Vi -17 77 NM- 11 12.9 12.4 0.77 

Perpetual Financial/Oct I'd r o 20- 4 12- 7 8Vi 7 >K.- NM- 3 6.7 5.7 0.20 

PFE n 77- 29 60- 48 55% 2 95 19- 10 11.9 10.8 1.72 

{ Phelps Dodge/Dec PD n 62- 13 62- 36 53% 22 113 NM- 3 4.1 4.7 0.71 

PHH n 45- 18 36- 29 33^ 3 95 30- 8 23.3 10.3 0.33 

PE n 26- 9 21- 17 19W 3 95 11- 3 8.4 8.3 1.25 

MO 125- 31      121- 81 114% 26 116 17- 13.0 

Phillips Petroleiu 24-    8 24- 15 22s/8 33 123 NM- 8.3 
PHM Cor 13- 12% 62 151 NM- 9.8 

10.0 

8.4 

13.5 

to d< B< h 

1.03 

0.49 

0.26 

lid from discounted operations.    NA: Not available or applicable.    NM: Not meaningful    E:Estimate.    D-D:Deflc 
i   k prices as of Mar 2.V 1989 
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HH 

net 
profit 
margin 

latest 
12 months 

EPS 
1988 
EPS 

indicated 
rate 

 Divid 

yield 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

10.9% $6.61 $6.61 $5.64 -15% 9 average SI.24 2.5% 19% 4% 

1.8 2.22 2.22 2.95 33 23 low 1.20 4.4 54 7 

6.0 4.06 4.06 4.57 13 10 average 2.00 4.4 49 0 

8.5 4.52 4.52 4 9-1 9 23 average 1.48 4.1 33 2 

10.3 5.16 5.16 2.92 -43 15 low 0.40 0.8 8 16 

2.4 4.63 4.63 5.03 9 23 low 0.90 1.5 19 1 

2.3 3.01 3.01 4.19 39 10 average 1.12 3.7 37 10 

10.4 6.63 6.63 6.97 5 27 high 4 04 5.8 61 10 

1.6 1.26 1.26 1.94 54 33 low 2.50 9.4 198 0 

6.1 1.44 1.44 2.08 44 11 average 1.25 4.6 87 6 

8.1 5.88 5.88 4.92 -16 22 low 2.08 5.2 35 9 

10.2 1.22 1.22 2.30 89 26 average 1.96 9.8 161 2 

12.6 3.20 3.20 3.20 0 23 average 2.38 7.3 74 7 

10.6 2.95 2.95 3.02 2 8 very high 0.92 4.0 31 13 

4.6 2.18 2.18 3 96 82 4 high 0.74 3.0 34 5 

7.8 3.99 3.99 4.26 7 4 high 1.56 7.6 39 2 

4.2 4.63 4.63 5.79 25 11 average 1.80 3.5 39 5 

14.3 0.85 1.12E 1.65 47 11 high none NA NA NA 

4.3 3.68 3.74 4.13 10 8 average 0.80 2.4 22 3 

7.0 4.71 4.71 4.84 3 16 average none NA NA NA 

5.4 4.90 4.90 5.36 9 10 average 2.50 5.3 51 17 

3.7 3.51 3.51 2.93 -17 19 low 3.48 8.6 99 10 

3.0 2.11 2.11 2.19 4 6 low 0.50 2.1 24 NA 

0.8 -0.10 -0.10 1.83 D-P 27 average 1.40 8.0 NM -3 

12.5 2.81 2.81 3.02 7 27 high 1.88 5.5 67 15 

12.7 3.46 3.46 3.72 8 29 average 2.64 7.6 76 12 

1.7 0.58 0.58 1.03 78 10 very low 0.52 2.9 90 3 

12.9 1.57 1.55 1.73 12 17 high 0.48 1.7 31 15 

def -0.51 -0.51 -0.14 D-D 14 NM none NA NA NA 

def -3.13 -3.13 1.62 DP 20 very low 2.00 9.6 NM -4 

4.5 2.24 2.20 2.45 11 15 high 0.84 3.1 37 4 

6.7 1.46 1.46 1.68 15 9 low 0.40 1.7 27 NA 

5.3 6.02 6.02 5.92 -2 31 average 2.00 3.8 33 12 

15.0 3.73 3.73 3.66 -2 21 average 2.86 8.3 77 3 

17.5 14.34: 14.34: 7.4S ^48 6 average 2.40 1.8 17 4 

def -5.22 -5.22 4.19 DP 29 low 3.00 3.6 NM 3 

6.3 NA NA 1.05 NM 1 NM 0.64 7.8 NA NA 

7.3 2.45 2.31 2.35 2 12 average 1.60 7.6 65 9 

5.9 2.90 2.90 3.18 10 29 high 0.84 1.9 29 9 

6.1 1.67 1.61 1.74 8 17 average 0.68 3.2 41 4 

3.6 1.22 1.87 1.44 -23 5 average none NA NA NA 

14.7 4.70 4.70 5.16 10 39 high 2.20 3.9 47 11 

18.1 13.15 13.15 11.40 -13 23 very low 2.40 4.5 18 NA 

14 1.42 2.87E 3.21 12 4 very high 1.12 3.4 79 4 

17.5 2.33 2.33 2.34 0 26 high 2.20 11.3 94 0 

8.0 8.86 8.86 11.51 30 33 very high 4.50 3.9 51 25 

5.8 2.72 2.72 2.71 0 41 low 0.88 3.9 32 -9 

2.8 1.26 1.26 0.92 -27 -i very low 0.12 1.0 10 0 

Sources: William O'Neil & Co 

1 
The Institutional Brokers Estimate System OBES), a sertice of Lynch. Jones & Ryan via Lotus CD Imvstment. Fonses 
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The Forbes 500s on Wall Street 

Company/fiscal year end 

Pinnacle West/Dec 

Pioneer Hi-Bred Intl/Aug 

Pitney Bowes/Dec 

Pittston/Dec 

 Stock price  
Ticker 5-year      12-month 
symbol exch       high-low    high-low      recent 

Stock performance 
—latest 12 months— 

price      relative to 
change       market 

-Stock price ratios- 
 price/earnings- 
5-year latest 1989 

high-low   12 months       est 

PNW 33- 14 28- 14 13% -50% 47%      NM- NM 

PHYB 23 39- 30 351/. 97 31- 13.9 

PBI 50- 14 48- 40 41% 22-    8 13.4 

PCO 19-    9 19- 11 50 139 NM- 14 19.0 

5.7 

14.6 

11.8 

12.9 

price/ 
sales 

0.56 

1.30 

1.22 

0.43 

PNC Financial/Dec PNC 51- 11 47- 38 41 94 16-    6 7.3 0.93 

Polaroid/Dec 

Portland General/Dec 

PRD 44- 12 44- 29 40'/: 29 119 NM-    8 NM 

PGN 37- 13 24- 20 21% -1 92 19-    4 10.3 

18.0 

10.5 

1.56 

1.32 

Potlatch/Dec PCH 42- 13 35- 27 31% 95 20-    7 7.9 6.8 0.79 

Potomac Electric/Dec POM 30- 10 23- 19 19% -11 83 15-    6 9.2 9.2 1.37 

PPG Industries/Dec PPG 54- 12        47- 36 431/8 10 102 19- 10.1 9.0 0.84 

Premark Intl/Dec PMI 36- 19*      36- 28 32% 101 NM-    8* 9.3 9.9 0.46 

Premier Bancorp/Dec PRBC 19-    4 93 NM- NM 35.7 0.31 

Premier Industrial/May PRE 33- 11 33- 25 27 26- 14 16.5 13.9 1.82 

Price Co/Aug PCLB 56- 13        42- 34 35 Vt 46- 14 16.2 15.1 0.38 

Prime Computer/Dec PRM 31- 12 21-  12 17'/4 96 69-    9 63.9 12.2 0.53 

Prime Motor Inns/(un PDQ 46-    9 41- 26 25% -33 62 37- 11 11.4 10.6 2.94 

Primerica/Dec PA 35- 17*      29- 21 21% -22 72 28-    6* 5.9 7.3 2.04 

Procter & Gamble/Iun PG 104- 46 93- 71 91'/4 15 106 22-    9 13.8 13.4 0.76 

Progressive/Dec PGR 39-    9 32- 22 29'/2 100 22- 7.6 8.5 0.65 

Provident Life & Ace/Dec PACCB 26-  11 24- 15 21V8 34 124 33- 11.2 9.5 0.36 

PSI Holdings/Dec PIN 19- 14- 11 13'/8 95 11-    2 7.1 5.6 0.68 

Public Service Colo/Dec PSR 24-  16 23- 20 20'/s -6 87 16-    7 9.4 7.9 0.63 

Public Service NH/Dec PNH 11- 4'/s 18 109 NM- 3.6 3.1 0.25 

Pub Svc Enterprise/Dec PEG 32- 14 25- 22 24 96 9.3 9.3 1.12 

Puget Sound Bancorp/Dec PSNB 29-  10 23- 22 * 22 [13 21- 9.1 8.6 0.94 

Puget Sound P&L/Dec PSD 25-    9 20-  18 18% -3 90 13-    5 8.9 1.30 

Quaker Oats/|un OAT 62-  14        62-43 50 99 24- 15.3 13.4 0.71 

Quantum Chemicalt/Dec CUE 108- 23        60- 38 51% 15 106 24-    3 3.6 3.4 0.40 

Ralston Purina/Sep RAL 94- 25 88- 68 79' i 10 102 22- 11.8 12.8 0.89 

Rave lit'm ILIII RYC 55-  16 54- 30 35 -30 65 31-  11 11.9 19.2 1.13 

Raytheon/Dec RTN 85- 35 74- 61 66 -4 89 17- 9.0 8.2 0.53 

Reebok International/Dec RBK 25-    3* 17-   10 14'.. 86 20-    5* 11.9 10.3 0.90 

Reliance Group/Dec REL 12-    4* 8-    4 5'/4 -22 72 18- 16.4 8.0 0.10 

Republic New York/Dec RNB 58- 21 48- 40 44 Vi 97 NM- 8.9 8.0 0.64 

Rexene/Dec RXN NA-NA 25-  15* 18'  K NA NA NA-NA NA 3.9 0.78 

Reynolds Metals/Dec RLM 63-  13 63- 40 51'/2 18 110 NM- 5.7 5.7 0.50 

Riggs National/Dec RIGS 42-  14 26- 20 25 18 109 NM-    6 9.8 8.9 0.61 

Rite Aid/Feb RAD 46-  18        41- 29 32% -11 83 23- 11 14.2 11.9 0.50 

Roadway Services/Dec ROAD 46- 23 35- 27 30% 83 33- 15. 11.7 0.54 

Rochestei Community/Nov RCSB 19-    8* 19-  11 17- 38 128 19- 7* 13.2 12.2 0.64 

well Intl/Sep ROK 31- 12 24- 18 21' 97 13-    6 8.6 0.45 

ROH 53-  16 38- 30 32% 93 21- 9.5 8.5 0.86 

ROR 48-  16 48- 28 38% 10 102 NM- 12 19.8 

RSTO 23-    7 12- s . -21 73 20-    6 ,1.0 

ROUS 29-  10 29- 20 26'. 24 115 NM- 48 72.3 

Rubbc. 

Rydei Sysi 

RBD 35-    8 29- 21 29 17 109 ii- 13 21.5 

Safi . 

NA  ' 

16.6 

10.3 

36.2 

18.6 

1.18 

0.12 

2.77 

1.79 

n           43-  13        33- 23         24U           -22               73            21-    7          15.4             9.4 0.39 

o           38-   14        29- 23          27V4               16              107             16-    6            6.8               8.3 0.61 

i  i-   riginalh reported, adjusted for splits Mock performance includes value of special distributions 
Estimate    D-D Deficit to deficit    D-P Deficit to profil    del Deficit   Stock prices as of Mar 23. 1989. 
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■Hi IH 
1 

indicated 
rate 

 Divid 

yield 

net 
profit 

margin 

latest 
12 months 

EPS 
1988 
EPS 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

0.2% S0.05 S0.05 S2.42 NM 17 low $1.60 11.5% NM 1% 

9.3 2.53 1.94 2.42 25% 10 average 1.04 3.0 41% 9 

9.2 3.08 3.08 3.51 14 17 average 1.04 2.5 34 11 

2.3 0.95 0.95 1.40 47 11 low none NA NA NA 

11.6 5.09 5.09 5.60 10 31 high 1.88 4.6 37 16 

def -0.34 -0.34 2.25 DP 20 low 0.60 1.5 NM 5 

12.8 2.11 2.11 2.07 -2 17 average 1.96 9.0 93 2 

10.4 4.04 4.04 4.65 15 13 average 1.04 2.2 26 6 

15.6 2.14 2.14 2.13 0 23 average 1.46 7.4 68 4 

8.3 4.26 4.26 4.80 13 19 average 1.36 3.2 32 16 

5.1 3.50 3.50 3.31 -5 12 high 0.60 1.8 17 NA 

def -2.02 -2.02 0.14 DP 3 very low none NA NA NA 

11.8 1.64 1.70E 1.94 14 6 high 0.48 1.8 29 15 

2.4 2.17 1.93 2.34 21 21 average none NA NA NA 

0.8 0.27 0.27 1.42 426 30 low none NA NA NA 

25.9 2.24 2.05 2.41 18 9 high 0.08 0.3 4 11 

16.1 3.61 3.61 2.94 -19 14 low 0.28 1.3 8 4 

5.5 6.63 5.96 6.82 14 21 very high 3.20 3.5 48 5 

8.8 3.86 3.86 3.47 -10 15 average 0.44 1.5 11 86 

3.2 1.95 1.95 2.31 18 14 low 0.68 3.1 35 6 

11.2 1.84 1.84 2.36 28 18 average 0.80 6.1 43 0 

7.4 2.14 2.14 2.54 19 24 average 2.00 9.9 93 3 

9.2 1.14 1.14 1.35 18 1 NM none NA NA NA 

12.0 2.57 2.57 2.59 1 29 average 2.04 8.5 79 3 

10.2 2.50 2.50 2.64 6 7 average 0.88 3.9 35 12 

16.2 2.14 2.14 2.10 -2 14 high 1.76 9.4 82 0 

4.6 3.26 3.20 3.72 16 31 high 1.20 2.4 37 17 

13.1 14.57 14.57 15.48 6 20 low 3.00 5.8 21 5 

7.6 6.71 5.63 6.20 10 28 high 1.65 2.1 25 13 

9.3 3.00 3.69 1.86 -50 9 very low 0.32 0.9 11 15 

6.0 7.35 7.35 8.01 9 33 very high 2.00 3.0 27 11 

7.7 1.20 1.20 1.38 15 12 average 0.30 2.1 25 NA 

0.6 0.32 0.32 0.66 106 4 low 0.32 6.1 100 NA 

8.1 5.01 5.01 5.58 11 9 average 1.28 2.9 26 3 

18.0 NA NA 4.71 NM 4 low 0.60 3.3 NA NA 

8.7 9.01 9.01 9.06 1 25 low 1.60 3.1 18 16 

6.6 2:54 2.54 2.81 11 5 high 1.25 5 0 49 7 

3.5 2.31 2.41E 2.77 15 16 high 0.82 2.5 35 17 

3.7 2,00 2.00 2.58 29 22 average 1.10 3.6 55 5 

4.8 1.34 1.34 1.44 7 4 average 0.44 2.5 33 NA 

6.4 2.95 3.04 2.47 -19 28 average 0.72 3.4 24 10 

9.1 3.46 3.46 3.85 11 22 average 1.12 3.4 32 13 

5.9 1.96 1.96 2.33 19 13 average 0.80 2.1 41 2 

1.1 0.81 0.81 0.86 6 5 low 0.21 2.4 26 3 

4.3 0.37 0.37 0.74 100 2 NM 0.56 2.1 151 13 

8.3 1.35 1.35 1.56 16 15 very high 0.44 1.5 33 19 

2.7 1.61 1.61 2.63 63 24 average 0.60 2.4 37 12 

9.4 4.10 4.10 3.34 -19 28 average 1 08 3.9 26 11 

_ The Institutional Brokers Estimate System (IBES), a senice of Lynch, Jones & Ryan via Lotus CD Investment: FORBES 
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On saving lives and saving 
"Over one hundred men 

and women have been given 
a second chance at life with 
the JARVIK* 7 artificial heart, 
used to sustain them until a 
natural heart could be found. 
Many are now living normal 
lives and I know they have a 
new-found respect for the im- 
portance of time. 

All the advances in science 
and technology cannot alter 
the number of hours that we 
have each day. And by making 
every second count, we'll 
certainly be able to accomplish 
much more. Whether it's in 

Dictaphone'is a trademark ot Dictaphone c - 5 1989 Dictaphone Corp 



ime. 
business or in our personal lives. 

To me, effective time manage- 
ment is an extension of effective 
thinking. Most creative ideas 
are enhanced by the ability to 
quickly and readily get them 

down. I find J 

that dicta- 
tion helps me 

record an idea 
quickly and accu- 

rately, be it a draft of 
a scientific paper or 
description for a new 

invention. Dictation also 
helps me compose letters 

that are much more personal 
and spontaneous. 

I've developed a healthy 
respect for the value of time 
over the years, and believe that 
it's critical for us to recognize its 
importance. Managing it effec- 
tively can be a real life saver." 

Dictaphone has many pro- 
ducts to help you better 
manage your time. From por- 
table recorders to voice deliv- 
ery systems that let you leave 
dictation for your secretary 
any hour of the day or night. 
And when you're on the road, 
you can phone in dictation or 
leave a message for anyone 
in your office. 

At the heart of time man- 
agement, you'll always 
find Dictaphone equipment. 

Dictaphone. 
Time Management 

Call 1-800-433-0880 
for more information. Or mail to: Dictaphone 
Corporation, 3191 Broadbridge Avenue 
Stratford, CT 06497-2559 

GF5189 

Name. -Title. 

l_. 

Company- 

Address  

City  

.Phone. 

.State. 

M\k =p Dictaphone 
A Pitney Bowes Company 



The Forbes 500s on Wall Street 

Company/fiscal vear end 
Ticker 

symbol exch 
5-year 

high-low 

-Stock price- 
d-month 
high-low 

Stock performance 
—latest 12 months— 

price      relative to 
change      market 

 Stock pri 
rice/earnings- 

latest 
12 months 

ce ratios- 

price/ 1 
sales recent 

Y 
5-year 

high-low 
1989 
est 

St Paul Cos/Dec STPL 0 60- 19 49- 38 48!/2 7% 99% NM- 5 6.6 7.6 0.62 

St Paul Bancorp/Dec SPBC 0 14- 9* 14- 10 13% 20 112 8- 5* 7.0 6.8 0.55 

Salomon/Dec SB n 59- 17 29- 20 24Vi 14 106 52- 6 14.7 8.1 0.50 

San Diego G&E/Dec SDO n 43- 18 40- 31 37 18 110 18- 6 11.6 11.4 1.00 

Santa Fe Southern/Dec SFX n 65- 14 25-  14 21 Vi 25 116 NM- 8 NM 23.4 1.06 

Sara Lee/Jun SLE n 52- 13 52- 35 47% 17 109 22- 8 14.6 14.2 0.55 

Scana/Dec SCG n 43- 18 34- 30 30V4 -3 90 15- 6 10.0 9.7 1.12 

SCEcorp/Dec SCE n 39- 17 35- 30 31% 3 95 18- 5 9.1 8.9 1.11 

Schering-Plough/Dec SGP n 65- 17 65- 45 62 'A is) 111 23- 9 17.9 14.9 2.36 

Scott Paper/Dec SPP n 44- 13 43- 34 41% 9 101 16- 7 7.9 9.3 0.64 

EW Scripps/Dec EWSCA 0 NA-NA 20-  15* 18% NA NA NA-NA 20.3 18.0 1.22 

Seamen's/Dec SMN a 9- 1* 6-    1 1% -74 24 7- 1* 1.4 1.7 0.04 

Sears, Roebuck/Dec S n 60- 26 46- 33 42% 14 106 18- 6 17.7 9.4 0.31 

Security Capital/Sep sec a 16- Vt 4-    Vt Vi -75 23 NM- 6 NM NA NM 

Security Pacific/Dec SPC n 44- 19 42- 28 W, 34 124 NM- 5 7.1 6.2 0.52 

Sequa/Dec SQAA n 88- 24* 69- 57 59% -10 83 21- 9* 9.9 7.8 0.36 

Service Merchandise/Dec SME n 14- 2 14-    5 13% 174 254 NM- 4 8.9 7.4 0.22 

SFFed Corp/Dec SFFD 0 21- 10* 16-  11 14'/8 -1 92 13- 3* 8.6 6.2 0.27 

Shawmut National/Dec SNC n 31- 13 28- 21 25% 6 99 14- 6 7.7 6.8 0.67 

Sherwin-Williams/Dec SHW n 39- 12 32- 24 26% -6 87 22- 9 11.7 10.6 0.59 

Sigma-Aldrich/Dec SIAL o 51- 14 51- 41 45 '/t -2 91 34- 16 19.8 16.9 2.97 

Signet Banking/Dec SBK n 39- 16 34- 23 30% 2 94 43- 5 5.4 7.0 0.66 

SmithKline Beckman/Dec SKB n 73- 25 60- 41 53 Vi -3 90 33- 8 28.9 12.8 1.39 

Snap-on Tools/Dec SNA n 47- 14 45- 33 35% -6 87 24- 10 13.2 11.7 1.72 

Society/Dec SOCI 0 40- 14 38- 31 34 Vs 3 95 11- 6 8.2 7.5 0.78 

Society for Savings/Dec SI li  s 0 24- 4 21-  15 19% 21 112 26- 5 7.1 6.3 0.55 

Sonat/Dec SNT n 43- 21 M- 26 30'/4 10 102 NM- 5 14.5 14.4 0.88 

Sonoco Products/Dec SONO 0 39- 9 39- 26 35 Vt 30 121 22- 10 16.0 14.0 0.97 

South Carolina Natl/Dec SCNC o 28- 10 24- 20 21Vt 4 96 16- 6 8.4 7.6 0.83 

Southeast Banking/Dec STB n 31- 15 26- 20 23 Vi -6 87 28- J 10.0 6.2 0.51 

Southern Company/Dec SO n 29- 14 25- 20 23 Vi 4 96 13- 5 8.6 8.7 1.01 

So N England Telecom/Dec SNG n 68- 28 68- 47 62Vi 24 115 15- 7 12.5 11.4 1.23 

Southmark/)un SM n 14- 1 4-     1 1% -46 50 NM- 3 NM NM 0.02 

SouthTrust/Dec SOTR 0 25- 9 23- 20 21Vi 4 97 12- 6 8.3 7.5 0.90 

Southwest Gas/Dec SWX n 27- 11 23-  17 17VS -16 78 14- 6 8.2 7.7 0.41 

Southwestern Bell/Dec SBC n 46- 18 46- 34 44 Vt 20 111 13- 6 12.5 11.7 1.57 

Southwestern Pub Svc/Aug SPS n 38- 17 28- 24 26 Vi 5 97 16- 7 11.0 10.3 1.35 

Sovran Financial/Dec SOV n 45- 17 36- 30 33% 0 93 15- 6 8.2 7.5 0.88 

Spiegel/Dec SPGLA o 16- 6* 12-    8 11% 9 101 16- 6* 10 1 9.7 0.44 

Springs Industries/Dec SMI n 42- 15 42- 27 40% 15 107 31- 7 13.6 10.9 0.39 

Square D/Dec   ■ SQD n 66- 31 56- 45 52% -1 92 17- 9 11.9 10.8 0.82 

Squibb TJ SQB n 103- 18 71- 56 65% - 1 92 41- 11 15.3 12.8 2.47 

Standard Fed! Bonk/Dec SFB n 11- 5' 10-    8 9Vi 12 104 5- 2* 4.8 5.0 0.33 

St3i:ley V.    It SWK n 37- 13 34- 24 30% 7 100 18- 8 12.9 11.8 0.69 

State Street Br STBK 0 36- 8 30-  19 27% 12 104 18- 6 10.8 10.1 1.06 

Sterling Chem. STX n NA-NA 19-   14* 15% NA NA NA-NA 4.2 5.1 1.31 

Stone Contai. STO n 40- 8 40- 26 29% 0 92 NM- 5 5.2 4.9 0.47 

Student Loa-i 1 SLM n 96- 22 96- 72 92% 18 110 24- 11 17.3 14.2 1.46 

•Rangi is 
Stock 

i ible    NM Noi meaningful E: Estimate    D-D: Deficit to deficit DP: Deficit to profit def: Deficit 
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indicated 
rate 

 Divid 

yield 

net 
profit 

margin 

latest 
12 months 

EPS 
1988 
EPS 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

9.7% $7.32 $7.32 $6.38 -13% 25 average $2.20 4.5% 30% 9% 

7.8 1.90 1.90 1.98 4 11 average 0.30 2.2 16 NA 

4.6 1.65 1.65 2.99 81 16 average 0.64 2.6 39 5 

9.1 3.18 3.18 3.24 2 21 very high 2.70 7.3 85 6 

def -0.30 -0.30 0.91 DP 14 very low 0.10 0.5 NM NA 

3.4 3.25 2.83 3.34 18 30 high 1.44 3.0 44 18 

11.1 3.00 3.00 3.11 4 19 high 2.46 8.2 82 4 

12.2 3.49 3.49 3.57 2 28 high 2.48 7.8 71 7 

13.1 3.48 3.48 4.17 20 35 very high 1.60 2.6 46 14 

8.5 5.23 5.23 4.43 -15 28 average 0.80 1.9 15 3 

5.8 0.93 0.93 1.05 13 3 NA 0.30 1.6 32 0 

3.7 1.00 1.00 0.81 -19 3 very low none NA NA NA 

1.8 2.40 2.40 4.49 87 29 average 2.00 4.7 83 3 

def -22.35 -21.82 NA NA NA NA none NA NA NA 

7.5 5.59 5.59 6.36 14 32 high 1.96 5.0 35 16 

4.0 6.04 6.04 7.67 27 3 average 0.60 1.0 10 NA 

2.5 1.51 1.51 1.80 19 11 low 0.06 0.4 4 0 

3.2 1.64 1.64 2.29 40 8 low none NA NA NA 

8.6 3.28 3.28 3.72 13 18 high 1.36 5.4 41 14 

5.2 2.30 2.30 2.54 10 11 average 0.70 2.6 30 13 

15.0 2.29 2.29 2.68 17 12 very high 0.36 0.8 16 19 

12.3 5.71 5.71 4.40 -23 18 high 1.40 4.5 25 16 

4.8 1.84 1.84 4.17 127 35 average 1.84 3.5 100 7 

13.3 2.72 2.72 3.08 13 14 average 1.00 2.8 37 15 

10.3 4.19 4.19 4.56 9 12 very high 1.60 4.7 38 12 

7.8 2.80 2.80 3.14 12 4 average 0.60 3.0 21 NA 

6.1 2.09 2.09 2.10 0 21 low 2.00 6.6 96 3 

6.0 2.20 2.20 2.52 15 10 high 0.72 2.0 33 18 

9.9 2.51 2.51 2.79 11 6 very high 0.64 3.0 25 12 

5.4 2.35 2.35 3.77 60 20 average 1.12 4.8 48 8 

1    „., 2.72 2.72 2.68 -1 27 average 2.14 9.2 79 4 

9.8 4.99 4.99 5.45 9 13 average 3.12 5.0 63 3 

def -7.20 ^.03 -0.19 D-D 2 NM none NA NA NA 

10.8 2.57 2.57 2.85 11 9 high 0.92 4.3 36 14 

5.1 2.13 2.13 2.27 7 7 average 1.34 7.7 63 3 

12.5 3.53 3.53 3.76 7 28 high 2.48 5.6 70 10 

13.3 2.38 2.50 2.54 2 17 average 2.20 8.4 92 5 

■ 10.9 4.09 4.09 4.48 10 32 high 1.52 4.6 37 8 

4.1 1.18 1.18 1.23 4 2 NM 0.38 3.2 32 NA 

2.9 2.98 2.98 3.70 24 11 average 1.20 3.0 40 7 

7.2 4.44 4.44 4.87 10 17 high 2.00 3.8 45 2 

16.5 4.30 4.30 5.15 20 34 very high 2.00 3.0 47 19 

6.7 1.91 1.91 1.86 -3 11 low 0.40 4.3 21 NA 

5.4 2.40 2.40 2.62 9 17 high 0.96 3.1 40 11 

10.3 2.51 2.51 2.70 8 17 high 0.56 2.1 22 23 

31.3 3.78 3.56 3.10 -13 2 NM 1.00 6.3 26 NA 

9.1 5.69 5.69 6.08 7 17 average 0.72 2.4 13 18 

9.9 5.34 5.34 6.50 22 15 high 0.80 0.9 15 50 

Sources: William O'Neil & Co. The Institutional Brokers Estimate System (IBES), a service of Lynch, Jones & Ryan via Lotus CD Investment: FORBES 
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THE PC ADD-ON 
Tte\fcMAKEYOUR 

PC SYSTEM SEEM 
ALMOSTHUMAN 

wxou.TkricM lOfc 
'fir. IKSTJUJ. KUOOT 

J.102,SOD JO.0O% A.00% 

4.M>*.*00 Ji.OOt 10.001 
*. 1«).IM 40.0Ot JO.OOt 

*W MTAlL   mt vurrr 

nenton 
anduppro"i\ nona 

) ou use the stylus just like a penal. 
Andyourhandwriaennotes, 

questions and signature appear nglu 
onxoursereen. 

\ bice 1 ommenis are jusl as simple. 
Pick up ihe Freestyle handsel 

and talk. 

The Freestyle system even lets you 
arrange and rearrange your Freestyle 
"desktop" exactly the way you would 

your own desk. Stack individual 
pages, staple them together, 
move them, spread them out 

or throw them away. 

Acluo.1 Viang computer screens shoii'n here 



^H 

FREESTYLE 

Right from your Freestyle "desktop," 
you can mail a Freestyle page via a 
mputer network or FAX it, find out 

where ifs been, select another 
ocument to review, create a new one, 

or print it. 

It's Freestyle from Wang. 

Freestyle™ combines the speed of the personal 

computer with the simplicity of natural communi- 

cations. It lets you communicate clearly and rapidly 

with your entire organization - on a personal level - 

without ever having to leave 

your desk. 

Freestyle isn't a machine or another PC. It uses a 

personal computer, but you don't. It lets you add your 

own questions, comments and directives - written in 

your own hand and spoken with your own voice - to 

the Freestyle screen. Freestyle can be used with either 

scanned or FAXed information or information 

generated by any PC system. 

With Freestyle you don't work differently, just 

more effectively. It enhances the skills you already 

have, it doesn't change them. And if you know how to 

use a pencil, paper, and phone, you already know how 

to use Freestyle. 

Freestyle from Wang. A dramatic breakthrough 

in communications that's incredibly simple. 

WANG 
MAKES IT WORK 

For a Freestyle demo ndeotape.calll-800-522-WANG. Or write Wang Laboratories, Ann: Inquiry Semce.MS.014-03C,Ctae Industrial A\ienue.Lowell,MA01851 
In Canada, call 1-800-265-3065. Or write Wang Canada. Attn: Marketing Department, 66 Leek Crescent. Richmond HUI,Ontario L4B1J7  c 1989 Wang Laboratones.Inc. Freestyle isa trademark olWang Laboratories. Inc. 1989. 
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Company/fiscal vear end 
Ticker 
symbol exch 

5-y 
high 

price- 
onth 
low 

Stock performance 
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price      relative to 
change      market 

 Stock pri 
rice/earnings- 

latest 
12 months 

ce ratios— 

price 
sales 

ear 
low 

12-m 
high- recent 

5-year 
high-low 

1989 
est 

Subaru of America/Oct SBRU o 39- 5 8- 5 6% 0% 93% NM- 7 NM NM 0.21 

Sumitomo Bank Calif/Dec SUMI 0 29- 11 26- 21 20'/2 -15 79 13- 6 5.9 NA 0.43 

Summit Bancorp/Dec SUBN 0 30- 7 23- 18 20% -6 87 18- 6 11.0 9.9 1.25 

Sun Companyt/Dec SUN n 73- 28 38- 28 345/8 14 106 NM- 4 NM 11.7 0.43 

Sun Exploration/Dec XP n NA-NA 33- 23* 30% NA NA NA-NA NM 64.3 3.03 

Sun Microsystems/fun SUNW 0 23- 6* 21- 13 165/8 -7 86 45- 11* 14.3 12.1 0.86 ! 

Sundstrand/Dec SNS n 65- 34 58- 47 545/s 1 94 NM- 10 NM 10.7 0.68 j 

SunTrust Banks/Dec STI n 28- 16* 25- 20 21V4 -7 87 15- 8* 8.9 8.0 0.94 ; 

Sunwest Financial/Dec SFSI 0 39- 14 31- 24 30% 4 97 14- 7 13.7 10.2 1.00 

Super Food Services/Aug SFS a 29- 8 27- 23 27 13 104 19- 7 12.8 11.7 0.12 

Super Valu Stores/Feb SVU n 30- 12 26- 19 23 -1 92 25- 9 13.3 11.1 0.17 

Sysco/Jun SYY n 43- 13 43- 28 42% 36 127 30- 12 19.7 18.3 0.35 

Talman Home Federal/Dec TLMN 0 14- 6* 10- 7 9% 23 114 6- 2* 3.7 3.7 0.17 

Tambrands/Dec TMB n 71- 23 68- 51 57% 1 94 21- 9 15.1 13.7 2.29 

Tandem Computers/Sep TDM n 38- 7 21- 12 17% -4 89 40- 12 16.7 13.3 1.18 

Tandy/Jun TAN n 57- 23 49- 38 42 4 96 22- 9 11.7 11.0 0 ^ ~ 

TCF Financial/Dec TCFC 0 18- 7* 11- 9 10% 12 104 NM- 4* 6.2 3.6 0.13 

TECO Energy/Dec TE n 28- 12 25- 21 22% -2 91 16- 7 10.6 10.1 1.24 

Tektronix/May TEK n 43- 19 30- 19 21 -27 67 NM- 8 NM 11.7 0.42 

Tele-Communications/Dec TCOMA 0 30- 5 30- 20 2 71/4 2 94 NM- 27 NM NM 2.23 j 

Teledyne/Dec TDY n 390-137 373-317 347% 5 97 17- 7 10.2 11.5 0.85 

Temple-Inland/Dec TIN n 69- 20 58- 44 S0'/4 10 102 20- 6 7.0 6.2 0.66 

Tenneco/Dec TGT n 63- 32 51- 40 47 Vi 11 103 NM- 7 8.7 12.6 0.46 

Texaco/Dec TX n 56- 26 56- 43 52% 15 106 NM- 5 9.9 13.0 0.38 

Texas Air/Dec TEX a 52- 6 17- 9 11% -15 79 NM- 3 NM NM 0.06 ■ 

Texas American Bcshs/Dec TXA n 43- '/» 4- w -87 12 NM- 9 NM NA 0.01 

Texas Eastern/Dec TET n 53- 21 53- 24 51 57 146 52- 7 16.3 24.6 0.78 

Texas Instruments/Dec TXN n 80- 29 56- 35 37W -24 71 NM- 8 9.3 9.5 0.48 

Texas Utilities/Dec TXU n 38- 21 29- 25 28 7 99 9- 5 7.0 6.7 1.14  | 

Textron/Dec TXT n 40- 13 30- 22 26% 0 92 14- 6 8.6 8.3 0.31   J 

Time Inc/Dec 1L n 123- 34 123- K4 118!: 31 121 33- 10 23.7 19.2 1.49  | 

Times Mirror/Dec TMC n 53- 17 39- 29 «  - -6 87 25- 9 13.4 14.9 1.36   ] 

Timken/Dec TKR n 41- 20 41- 28 u . -3 90 NM- 12 14.6 10.5 0.62  ] 

Torchmark/Dec TMK n 39- 10 34- 29 32'A 9 101 16- 7 10.4 9.1 1.03   ] 

Toys R Us/Jan TOY n 43- 16 41- 33 37 V* 5 97 38- 17 18.3 14.7 1.20  ] 

Transamerica/Dec TA n 52- 21 37- 30 33'/> -2 91 20- 6 7.6 7.7 0.32 

Transco Energy/Dec E n 61- 18 40- 25 36% 32 122 NM- 7 NM 17.6 0.36   J 
Travelers/Dec TIC n 60- 26 39- 33 38'/: 8 100 42- 6 41.9 10.7 0.21 

Tribune/Dec TRB n 50- 12 43- 34 41 4 96 27- 10 14.8 13.1 1.31 

Trinova/Dec TNV n 44- 14 35- 25 r , -19 7 5 20- 7 10.7 9.8 0.49   ] 

corp/Dec TTCO 0 42- 27- 20 :: - -5 88 19- 7 14.7 6.1 0.64   j 

TRv TRW n 70- 29 54- 41 42% -15 79 25- 9 10.0 9.6 0.37   | 

' Yc TEP n 65- 34 59- 40 39 Vi -29 66 14- 8 8.0 7.6 1.83 

TUR a 31- 15 21-  15 17% 7 99 NM- 7 21.5 9.4 0.02 

TW n 32-    9* 32-  16 31% 77 164 61- 8* 28.5 18.4 0.43 

' n 38-    7 38- 26 u 22 113 21- 8 15.2 11.5 0.81 

IN A o 26-    2 20-  12 15 14 106 36- 6 11.5 10.6 0.48 

n 128- 28 128-  78 1 13' 4 35 125 NM- 3 3.0 6.9 0.27 

v Iglnally reported. ad|usied lor splits Stock performance includes value of special distributions 
Deficit to deficit     D-P Deficit to profit     def Deficit     Stock prices as of Mar. 23. 1989. 

NA: Not availal 
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growth 

rate 

def S-1.45 $-1.19 $-0.62 D-D 13 NM none NA NA NA 

7.2% 3.48 3.48 NA NA NA NA $1.16 5.7% 33% 6% 

11.8 1.88 1.88 2.09 11% 5 very high 0.72 3.5 38 8 

0.1 0.06 0.06 2.96 NM 25 low 1.80 5.2 NM 6 

def -2.89 -2.89 0.48 DP 14 very low 1.20 3.9 NM NA 

6.1 1.16 0.90 1.37 52 34 average none NA NA NA 

def -2.71 -2.71 5.09 DP 13 average 1.80 3.3 NM 0 

10.7 2.38 2.38 2.64 11 34 very high 0.76 3.6 32 31 

7.3 2.25 2.25 3.02 34 4 average 1.17 3.8 52 6 

0.9 2.11 2.02 2.31 14 9 very high 0.44 1.6 21 21 

1.3 1.73 1.81 2.07 14 15 high 0.50 2.2 29 10 

1.7 2.16 1.79 2.33 30 15 high 0.36 0.8 17 16 

4.7 2.64 2.64 2.69 2 4 low- 0.25 2.5 9 NA 

15.1 3.83 3.83 4.24 11 14 very high 2.04 3.5 53 6 

7.2 1.04 0.96 1.31 36 26 average none NA NA NA 

8.0 3.59 3.54 3.81 8 35 very high 0.60 1.4 17 NA 

2.1 1.74 1.74 2.98 71 7 low 0.40 3.7 23 NA 

11.7 2.13 2.13 2.25 6 23 high 1.42 6.3 67 7 

def -0.23 1.32E 1.80 36 8 average 0.60 2.9 NM 6 

0.3 0.31 0.31 0.06 -81 8 very low none NA NA -NA 

8.5 34.03 34.03 30.31 -11 9 average 4.00 1.2 12 NA 

9.5 7.15 7.15 8.16 14 18 average 1.16 2.3 16 20 

6.2 5.48 5.48 3.78 -31 29 low 3.04 64 55 2 

3.9 5.35 5.35 4.06 -24 38 low 3.00 5.7 56 NA 

def -18.88 -18.88 —4.55 D-D 17 NM none NA NA NA 

def ^5.93 -45.93 NA NA NA NA none NA NA NA 

4.8 3.13 3.13 2.07 -34 24 low 1.00 2.0 32 -21 

5.8 4.05 4.05 3.93 -3 30 low 0.72 1.9 18 2 

15.5 4.00 4.00 4.18 4 26 average 2.92 10.4 73 5 

3.7 3.10 3.10 3.21 4 14 average 1.00 3.7 32 3 

6.4 5.01 5.01 6.18 23 26 high 1.00 0.8 20 3 

10.2 2.58 2.58 2.33 -10 23 average 1.00 2.9 39 -9 

4.2 2.34 2.34 3.24 38 7 average 0.92 2.7 39 -14 

10.8 3.11 3.11 3.54 14 20 high 1.20 3.7 39 30 

6.7 2.04 2.04 2.53 24 25 high none NA NA NA 

4.4 4.42 4.42 4.38 -1 17 average 1.88 5.6 43 6 

def ^.18 -3.18 2.06 DP 24 low 1.36 3.8 NM -6 

0.5 0.92 0.92 3.60 291 29 average 2.40 6.2 261 2 

9.0 2.78 2.78 3.12 12 21 high 0.88 2.1 32 16 

4.6 2.54 2.54 2.79 10 14 high 0.64 2.3 25 ■J 

4.4 1.51 1.51 3.61 139 5 average 1.50 6.8 99 7 

3.7 4.29 4.29 4.46 4 25 average 1.72 4.0 40 -5 

23.7 4.95 4.95 5.21 5 17 average 3.90 9.9 79 10 

0.1 6.82 0.82 1.88 129 2 NM 1.30 7.4 159 -1 

1.5 1.10 1.10 1.71 55 11 average 0.10 0.3 9 NA 

4.6 2.27 2.23E 3.00 35 7 average 0.28 0.8 12 7 

4.2 1.30 1.27 1.41 11 7 average 0.04 0.3 3 47 

12.5 37.87 37.87 16.31 -57 21 low none NA NA NA 

Sources: William O'Neil & Co , The Institutional Brokers Estimate System (IBES), a sen ice of Lynch, Jones & Ryan i-ia Lotus CD Investment. FORBES 
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Company/fiscal vear end 
Ticker 
symbol exch 
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—latest 12 months— 

price      relative to 
change      market 

 Stock pri 
rice/earnings- 
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5-year 
high-low 

12-month 
high-low recent 

V 
5-year 

high-low 
1989 
est 

Union Bank/Dec UBNK 0 37- 15 34- 23 25 -21% 73% 16- 7 7.1 6.4 0.97 n 

Union Camp/Dec UCC n 48- 21 38- 31 34V6 0 92 29- 7 8.2 7.2 0.90 1 

Union Carbide/Dec UK n 33- 10 33- 17 295/s 24 115 NM- 4 6.1 4.7 0.49 

: 

Union Electric/Dec UEP n 32- 12 25- 22 23% 
. .1  

1 94 11- 4 9.3 9.1 1.20 1 

Union Pacific/Dec UNP n 87- 34 73- 55 64 -3 90 NM- 9 11.3 11.0 1.19 

Union Planters/Dec UPC n 20-    7 15- 13 13% 5 97 NM- 7 7.8 7.0 0.61  ' 

Union Texas Petrol/Dec UTH n 15-    6* 13- 9 12% 15 106 NM- 13* 17.3 16.2 0.99 

Unisys/Dec UIS n 48-  16 39- 25 25 to -21 73 NM- 7 7.0 7.0 0.40 

United Artists/Dec UACI 0 33-    5 33- 24 32 2 95 NM- 13 NM 26.7 1.56 

United Banks of Colo/Dec UBKS 0 36- 12 17- 12 16% 16 108 NM- 6 36.4 15.9 0.43 

I United Brands/Dec UB n 20-    3 20- 14 14% -7 86 19- 6 10.0 NA 0.16   1 

United Cable TV/May UCT n 38-    6 38- 32 37>,i 13 105 NM- 40 NM NM 5.68  I 

United Illuminating/Dec UIL n 36-    9 28- 19 25'K 24 115 6- 2 5.2 3.9 0.67 

United Jersey Banks/Dec UJB n 33-  11 24- 19 207/s -1 92 16- 6 8.1 7.2 0.88   ' 

United Missouri Bcsh/Dec UMSB 0 29-  14 27- 24 26',4 2 95 13- 7 10.1 9.6 1.04 

US Bancorp/Dec USBC 0 31-  10 27- 21 26% 9 101 15- 6 8.9 7.8 0.80  ' 

US Shoe/[an USR n 35-  12 29- 16 18'/2 -18 76 NM- 7 NM 13.9 0.36 

US Trust/Dec USTC 0 49-  17 49- 36 42 -7 86 16- 7 14.0 11.6 1.13 

• 

United Technologies/Dec UTX n 61- 29 46- 35 43 6 98 NM- 7 8.5 8.2 0.31 

United Telecom/Dec UT n 55-  L7 55- 27 51% 71 158 NM- 7 10.4 15.1 0.82 

Universal/Iun UW n 38- 15 38- 2.s 36!/i 20 111 11- 6 9.9 9.8 0.23   ' 

Unocal/Dec UCL n 49- 16 44- 33 41% 16 107 NM- 6 NM 17.0 0.55 

UNUM Corp/Dec UNM n 31-  15* 30- 20 30 38 128 15- 9* 10.1 9.1 0.59   ' 

Upjohn/Dec UP) n 54-    8 35- 27 27% -10 83 35- 8 14.6 12.1 1.87 

US West/Dec USW n 63- 28 M 50 61W 16 ur 12- 7 10.0 10.3 1.22 

USAir Group/Dec U n 54- 22 42- 30 38% 3 96 14- 4 10.2 8.6 0.30   ' 

USF&G/Dec FG n 49-  18 34- 29 31% -1 92 NM- 5 11.9 10.2 0.47 

USGt/Dec USG n 56-    3 8- 5 6% 30 121 NM- 3 2.7 15.2 0.15   ' 

USLife/Dec USH n 50- 24 41- 32 39M 9 101 13- 6 9.9 9.0 0.52 

UST Inc/Dcc UST n 24-     7 24- 14 23% 56 144 17- 9 16.8 14.1 4.31 

USX/Dec X n 39-  15 34- 26 30VS 0 92 NM- 8 11.6 10.9 0.50 

Valhi/Dec VHI n 15-    1 15- 8 13'/8 48 137 NM- 4 18.8 NA 0.66 

Valley Bancorp/Dec VYBN 0 28-  10 26- 20 24% 15 106 15- 6 10.9 9.3 1.06 

Valley Federal S&L/Dec VFED 0 22-    3 17- 10 11 -30 65 NM- 4 NM NM 0.19 

Valley National/Dec VNCP o 50- 21 33- 22 26% -10 84 NM- 7 8.4 6.9 0.46 

VF/Dec VFC n 48-  11 35- 27 33 1 94 19- 6 12.9 11.7 0.90 

Viacom/Dec VIA a 41-    5' 41- 21 38% 61 149 NM-NM* NM NM 1.63 

Vista Chemical/Sep VC n 61-  17" 61- 44 52V« -5 88 NM- 6" 7.0 5.9 0.98 

Vons Cos/Dec VON n 16-    2 16- 7 14% 92 178 NM- 16 NM 31 8 0.14 

Vulcan Materials/Dec VMC n 44-  15 44- 36 43 13 105 17- 9 13.0 11.4 1 66 

Wal-Msrt Stores/Jan WMT n 43-    8 35- 26 31% 9 102 47- 19 21.5 17.3 0.87 

•TI Aug WAG n 45-   14 40- 27 35'/s 1 1 103 27- 11 16.0 14.1 0.43 

>ra  >rie9/Iun WANB a 32-    8 13- 8 8W -28 66 NM- 13 27.4 17.7 0.45 

;>ec WCI n 51-    9 51- 29 47 Vs 51 140 NM- 8 17.8 16.7 1.42 

■. 1   \ n 88- 29 82- 60 80 6 99 NM- 10 16.0 13.7 1.39 

WAMU 0 27-    4 20- 13 |7   ■ 10 102 NM- 2 6.9 7.1 0.44 

Washington P WPOB a 269- 64 229-187 210M -5 88 27- 10 10.1 14.7 1.98 

Waste Management/Dec                  WMX n 49-    7 45- 32 43 M 23 114 36- 10 21.2 17.5 2.75 

•Ran). 
or aj 

nginallv rci >< >| ted, adjusted U >r splits Stock performance includes value of special distributions     NA: Not availar 
D-P: Deficit to proft     def Deficit     Stock prices as of Mar. 23, 1989 

! 
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indicated 
rate 

 Divid 

yield 

net 
profit 

margin 

latest 
12 months 

EPS 
1988 
EPS 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

7.6% S3.51 S3.51 S3.90 11% 2 NM SI 16 4.6% 33% 2% 

11.1 4.25 4.25 -i 52 13 21 average 1.24 3.6 29 3 

:   8.0 4.88 4.88 6.31 29 26 average 1.00 3.4 20 4 

14.4 2.56 2.56 2.62 2 19 average 2.00 8.4 78 3 

10.6 5.65 5.65 5.82 3 21 high 2.20 3.4 39 4 

7.8 L71 1.71 1.90 11 9 average 0.48 3.6 28 NA 

10.2 0.73 0.73 0.78 7 13 low 0.20 1.6 V NA 

6.9 3.58 3.58 3.60 1 30 average 1.00 4.0 28 3 

0.3 0.06 0.06 1.20 NM 2 NM none NA NA NA 

1.6 0.45 0.45 1.03 129 10 average : :c 1.2 44 NA 

1.7 1.47 1.47 NA NA NA NA 0.20 1.4 14 139 

0.1 0.00 0.23E 0.45 96 1 NM 0.06 0.2 NM 18 

15.2 4.85 4.85 6.45 33 4 high 2.32 9.2 48 3 

11.2 2.58 2.58 2.90 12 13 high : 06 5.1 41 14 

10 1 2.59 2.59 2.75 6 5 very high 0.68 2.6 26 6 

9.0 3.02 3.02 3.41 13 22 high 1.00 3.7 33 12 

0.2 0.12 0.62E 1.33 115 7 very low 0.46 2.5 383 2 

8.5 3.01 3.01 3.62 20 6 high 1.52 3.6 50 15 

3.7 5.05 5.05 5.25 4 30 high 1.60 3.7 32 3 

7.8 4.95 4.95 3.42 -31 22 low 1.92 3.7 39 1 

2.3 3.69 3.56 3.73 5 11 high 1.40 3.8 38 11 

0.3 0.21 0.21 2.43 NM 42 low : x : 4 476 0 

6.1 2.98 2.98 3.30 11 11 high 0.48 1.6 16 NA 

12.8 1.90 1.90 2.30 21 36 high 0.88 3.2 46 19 

12.3 6.17 6.P 5.97 -3 29 high 3.76 6.1 61 9 

2.9 3.81 3.81 4.50 18 23 low 0.12 0.3 3 0 

4.1 2.66 2.66 3.10 17 27 average 2.80 8.9 105 6 

5.6 2.38 2.38 0.42 -82 11 very low none NA NA NA 

5.5 3.98 3.98 4.34 9 15 average 1.36 3.5 34 7 

26.7 1.41 1.41 1.69 20 18 hifeh 0.92 3.9 65 20 

4.8 2.62 2.62 2.80 7 30 low 1.40 4.6 53 5 

3.6 0.70 0.70 NA NA NA NA 0.10 0.8 14 NA 

9.6 2.27 2.2" 2.67 18 4 average 1.04 4.2 46 4 

def -0.T3 -0.73 -0.20 D-D 1 NM none NA NA NA 

5.4 3.16 3.16 3,8" 22 22 average 1.44 5.4 46 6 

6.9 2.55 2.55 2.82 11 18 average 0.88 2.7 35 14 

def -3.54 -3.54 -2.13 D-D 2 NM none NA NA NA 

15.6 7.43 7.10 8.92 26 19 average 1.80 3.4 24 NA 

def -0.77 -0.77 0.46 DP 3 average none NA NA NA 

12.9 3.30 3.30 3.78 15 8 average 1.12 2.6 34 10 

4.1 1.48 1.48 1.84 24 30 high 0.22 0.7 15 30 

2.7 2.19 2.10 2.50 19 16 very high 0.68 1.9 31 12 

1.6 0.31 0.56 0.48 -14 26 low 0.16 1.9 52 1 

10.1 2.65 2.65 2.82 6 25 average 0.68 1.4 26 86 

8.7 5.00 5.00 5.86 17 34 very* high 2.56 3.2 51 11 

6.4 2.48 2.48 2.43 -2 9 low 0.40 2.3 16 85 

19.7 20.91 20.91 14.31 -32 18 high 1.84 0.9 9 18 

13.0 2 05 2.05 2.48 21 30 average 0.48 1.1 23 24 

Sources 

I 
William O'Neil & Co The Institutional Brokers Estimate System (IBES), a sertice of Lynch, Jones & Ryan tia Lotus CD lni<estment- FORBES 
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The third in a series to help set the record straight. 

The Price Mytt 
"Some long distance companies say they can save you mot 
However, the average business call is over 4 minutes" 

Jack Duffy AT&T 
District Manager 

©1989 AT&T 



Destroyed 
sedon a one-minute call. 

$ 

"It pays to read the fine print in ads 
for long distance service. You'll find 
some companies making cost com- 
parisons to AT&T for a 6-second or 12- 
second call. Can vou believe that? How 
many 6-second calls do you make? 

The truth is, most business 
calls are longer than one minute. 
And on that basis, AT&T's prices are 
extremely competitive. 

In fact, the longer you talk, the more 
competitive our prices become. 

All of which is pretty remarkable.      Jack Duffy'AT&T 

Especially when you consider that,with us,you're getting AT&T 
quality service, technology and reliability 

You're getting the most advanced network in the world. A net- 
work that checks the path a call takes, both ways, to make sure 
it's trouble-free. A network that offers the fastest call setup time. 
And the clearest, highest-quality data transmission possible. 

With AT&X every time you make a long distance call, time is 
on your side. And so is a whole lot more." 

It's time you knew the facts about long distance 
prices. Call us now at: 

1800 222-0400 

AT&T 
The right choice. 



The Forbes 500s on Wall Street 

Company/fiscal year end 

Weis Markets/Dec 

Wells Fargo/Dec 

Ticker 
symbol 

 Stock price  
5-year      12-month 

exch       high-low    high-low      recent 

Stock performance 
—latest 12 months- 
price      relative to 

change      market 

 Stock price ratios- 
 price/earnings  

5-year latest 1989 
high-low   12 months       est 

WMK 42- 13        34- 27 29 -12% 82% 26- 11 15.9 

WFC 71- 16        71- 50 67 26 117 NM- 7.3 

13.8 

6.5 

price/ 
sales 

1.11 

0.72 

West Point-Pepperell/Sep WPM 59- 17 59- 29 575/8 74 161 22-    6 21.9 22.0 0.73 

Western Capital Inv/Dec WECA 22-    8* 16-    8 9% -35 60 NM-    6* NM 24.7 0.26 

Western S&L/Dec WSL n 27- 1 9- 1 1>4 -83 16 NM- 3 NM NA 0.03 

Westinghouse/Dec WX n 75- 20 58- 48 5 21/2 5 98 15- 7 9.3 8.5 0.60 

Westvaco/Oct W n 38- 14 32- 25 28 W 1 94 22- 7 8.6 8.1 0.83 

Wetterau/Mar WETT 0 27- 9 27- 21 23% 12 104 18- 8 13.7 11.3 0.12 

Weyerhaeuser/Dec WY n 40- 17 30- 23 25% -5 88 29- 9 9.6 9.0 0.52 

Wheeling-Pittsburgh/Dec WHX n 34- 6 28- 8 12'/2 23 115 NM-NM 0.4 5.0 0.06 

Whirlpool/Dec WHR n 42- 18 30- 24 25% -5 88 19- 7 18.9 9.8 0.41 

Whitman/Dec WH n 41- 11 38- 28 31 3 96 39- 6 15.7 14.8 0.89 

Whitney Holding/Dec WHDN 0 66- 29 59- 49 56 8 100 16- 5 13.9 13.2 1.58 

Wickes Cos/Jan wrx n 35- 7 14- 7 8 -19 75 NM- 2 NM 8.7 0.10 

Willamette Inds/Dec WMTT 0 64 14 54- 42 44'A -5 88 18- 6 7.0 6.4 0.65 

Williams Cos/Dec WMB n 38- 18 38- 26 30 7 99 NM- 5 11.7 17.1 0.68 

Wilmington Trust/Dec WILM 0 36- 8 35- 26 33 V* 12 104 18- 7 11.2 9.6 1.86 

Winn-Dixie Stores/Jun WIN n 59- 26 47- 38 451/4 9 101 23- 9 14.2 14.2 0.20 

Wisconsin Energy/Dec WEC n 32- 13 28- 24 25i/2 4 96 13- 6 9.3 8.9 1.11 

Witco/Dec WIT n 47- 18 39- 33 36V4 1 94 16- 6 11.9 9.4 0.51 

FW Woolworth/Jan Z n 61- 15 61- 44 48'2 4 96 17- 8 10.9 9.7 0.38 

Worthington Inds/May WTHG 0 26- 8 25- 19 20% 3 96 25- 10 13.3 11.5 0.85 

Wm Wrigley Jr/Dec WWY n 41- 8 41- 32 361/4 -8 85 22- 8 16.6 15.2 1.62 

Xerox/Dec XRX n 85- 33 67- 50 59 6 99 21- 9 16.9 9.3 0.37 

Yellow Freight Sys/Dec YELL 0 43- 12 34- 24 27i/8 -10 83 30- 7 11.3 9.2 11 39 

Zayre/[an ZY n 44 11 27- 19 24% 9 101 NM- 4 NM 11.5 0.73 

Zenith Electronics/Dec ZE n 34- 10 30- 17 181/2 8 100 NM- 7 NM 17.5 0.18 

Zions Bancorporation/Dec ZION o 64- 19 27- 20 23% -6 88 NM- 7 NM 12.3 0.49 

ivallable or applicable    NM: Not meaningful    E: Estimate    D-D: Deficit ro deficit.   DP: Deficit to profit,   def: Deficit 
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immmami^mmmmmm 
net 

profit 
margin 

latest 
12 months 

EPS 
1988 
EPS 

indicated 
rate 

 Divid 

yield 

estimated 
1989 
EPS 

% change 
'89 vs '88 

EPS 

number 
of 

analysts 

confidence 
factor on 
estimate 

payout 
ratio 

5-year 
growth 

rate 

6.9°,-: SI.82 S1.82 S2.10 15% 3 average S0.56 1.9% 31% 16% 

10.0 9.20 9.20 10.34 12 32 high 3.00 4.5 33 22 

3.3 2.63 3.08 2.62 -15 10 low 1.20 2.1 46 2 

def -0.30 -0.30 0.39 DP 3 very low none NA NA NA 

def -14.50 -14.50 NA NA NA NA none NA NA NA 

6.6 5.66 5.66 6.21 10 23 high 2 00 3.8 35 19 

9.7 3.27 3.10 3.48 12 21 average 0.92 3.3 28 10 

0.9 1.75 1.84E 2.11 15 6 high 0.56 2.3 32 1 

5.6 2.68 2.68 2.87 7 26 average 1.20 4.7 45 7 

16.2 33.10 33.10 2.50 -92 1 NM none NA NA NA 

2.2 1.36 1.36 :.m 94 11 average 1.10 4.3 81 3 

5.9 1.97 1.97 2.10 7 19 average 0.96 3.1 49 10 

11.4 4.04 4.04 4.25 5 1 NM 2.56 4.6 63 0 

def -2.68 0.92E 0.92 0 2 NM none NA NA NA 

9.4 6.34 6.34 6.87 8 13 average 1.45 3.3 23 7 

5.9 2.57 2.57 176 -32 19 low 1.40 4.7 54 1 

16.6 2.98 2.98 3.45 16 7 average 1.00 3.0 34 17 

1.4 3.19 2.87 3.18 11 8 high 1.92 4.2 60 3 

11.9 2.73 2.73 2.86 5 26 average 1.54 6.0 56 8 

4.5 3.05 3.05 3.86 27 11 average 1.50 4.1 49 11 

3.6 4.47 4.47 5.02 12 25 high 1.64 3.4 37 16 

6.4 1.55 1.59E 1.80 13 8 high 0.48 2.3 31 15 

9.8 2.18 2.18 2.39 10 8 high 1.28 3.5 59 21 

2.4 3.50 3.50 6.32 81 17 average 3.00 5.1 86 0 

3.4 2.40 2.40 2.96 23 21 average 0.70 2.6 29 8 

def -2.97 -2.97 2.16 DP 16 low 0.40 1.6 NM 31 

0.2 0.20 0.20 1.06 430 9 very low none NA NA NA 

def -3.04 -3.04 1.92 DP 2 NM 1.44 6.1 NM 5 

Sources: William O'Neil & Co The Institutional Brokers Estimate System tlBES), a senice of Lytic!}, Jones & R\an i ia Lotus CD Investment: FORBES 
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Where to find The Forbes 500s 

This section lists basic data on the 778 companies 
in the Forbes 500s. Address, telephone, industry 
group and chief executive are included. 

Abbott Laboratories Alexander & Alexander Services Aluminum Co of America 
One Abbott Park Road 1211 Avenue of the Americas 1501 Alcoa Building 
Abbott Park, IL 60064-3500 New York, NY 10036 Pittsburgh, PA 15219 
312-937-6100 212-840-8500 412-553-4545 
CEO: Robert A Schoellhorn CEO: Tinsley H Irvin CEO: Paul H O'Neill 
Health-drugs Insurance-brokers Metals-nonferrous 

Aetna Life & Casualty Alexander & Baldwin AMAX 
151 Farmington Avenue PO Box 3440 200 Park Avenue 
Hartford, CT 06156 Honolulu, HI 96801 New York, NY 10166 
203-273-0123 808-525-6611 212-856-4200 
CEO: James T Lynn CEO: Robert J Pfeiffer CEO: Allen Born 
Insurance-diversified Surface transportation-shipping Metals-nonferrous 

Affiliated Publications Allegheny Ludlum Amdahl 
135 Morrissey Boulevard 1000 Six PPG Place PO Box 3470 
Boston, MA 02107 Pittsburgh, PA 15222-5479 Sunnyvale, CA 94088-3470 
617-929-3300 412-394-2800 408-746-6000 
CEO: William O Taylor CEO: Richard P Simmons CEO: John C Lewis 
Communications-publishing Metals-steel Electronics-computers 

HF Ahmanson Allegheny Power System Amerada Hess 
660 South Figueroa 320 Park Avenue 1185 Avenue of the Americas 
Los Angeles, CA 90017 New York, NY 10022 New York, NY 10036 
213-955-4200 212-752-2121 212-997-8500 
CEO: Richard H Deihl CEO: Klaus Bergman CEO: Leon Hess 
Banks-thrift institutions Electnc utilities northeast Energy-domestic oil, gas & coal 

Air Products & Chemicals Allied-Signal American Brands 
7201 Hamilton Boulevard PO Box 4000R PO Box 811 
Allentown, PA 18195-1501 Morristown, N| 07962 Old Greenwich, CT 06870-0811 
215-481-4911 201-455-2000 203-698-5000 
CEO: Dexter F Baker CEO: Edward L Hennessy Jr CEO: William J Alley 
Chemicals-specialized Aerospace & defense 

Automotive-auto parts 
Beverages & tobacco-tobacco 

Albertson's Alltel American Capital 
PO Box 20 100 Executive Parkway 1221 Brickell Avenue 
Boise, ID 83726 Hudson, OH 44236 Miami, FL 33131 
208-385-6200 216-650-7000 305-536-1400 
CEO  Warren E McCain CEO: )oe T Ford CEO: Jack D Burstein 
Food-ma)(                  tkets Telecommunications-carriers Banks-thrift institutions 

idard Altus Bank American Continental 
PO PO Box 16267 2735 East Camelback Road 
Vallev For?c. PA 194^-0834 Mobile, AL 36616 Phoenix, AZ 85016 
215-296-8000 205-473-0500 602-957-7170 

CEO: William L Watson HI CEO: Charles H Keating Jr 
Servii_c> t Banks-thrift institutions Banks-thrift institutions 

Finance-services 
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American Cyanamid 
One Cyanamid Plaza 
Wayne, NJ 07470 
201-831-2000 
CEO: George J Sella Jr 
Chemicals-diversified 
Health-drugs 

American Medical International 
414 North Camden Drive 
Beverly Hills, CA 90210 
213-278-6200 
CEO: Richard A Gilleland 
Health-services 

AmeriFirst Bank 
PO Box 026029 
Miami, FL 33102-6029 
305-577-6100 
CEO: Ronald J Burns 
Banks-thrift institutions 

American Electric Power 
One Riverside Plaza 
Columbus, OH 43215 
614-223-1000 
CEO: Willis S White Jr 
Electric utilities-north central 

American National Insurance 
One Moody Plaza 
Galveston, TX 77550   • 
409-763-4661 
CEO: Orson C Clay 
Insurance-life &. health 

Ameritech 
30 South Wacker Drive 
Chicago, IL 60606 
312-750-5000 
CEO: William L Weiss 
Telecommunications-carriers 

American Express 
American Express Tower 
New York, NY 10285-4805 
212-640-2000 
CEO: James D Robinson III 
Finance-services 

American Petrofina 
8350 North Central Expressway 
Dallas, TX 75206 
214-750-2900 
CEO: Ronald W Haddock 
Energy-domestic oil, gas & coal 

Ameritrust 
PO Box 5937 
Cleveland, OH 44101-0937 
216-687-5000 
CEO: Jerry V Jarrett 
Banks-north central 

American Family 
1932 Wynnton Road 
Columbus, GA 31999 
404-323-3431 
CEO: John B Amos 
Insurance-life & health 

American President Cos Ltd 
1800 Harrison Street 
Oakland, CA 94612 
415-272-8000 
CEO: W Bruce Sea ton 
Surface transportation-shipping 

Ames Department Stores 
2418 Main Street 
Rocky Hill, CT 06067-0801 
203-563-8234 
CEO: Peter B Hollis 
Retailing-discount & variety 

American General 
PO Box 3247 
Houston, TX 77253 
713-522-1111 
CEO: Harold S Hook 
Insurance-diversified 

American Savings Bank FSB 
99 Church Street 
White Plains, NY 10601 
914-287-2600 
CEO: John T Morgan 
Banks-thrift institutions 

Amoco 
PO Box 87703 
Chicago, IL 60680-0703 
312-856-6111 
CEO: Richard M Morrow 
Energy-international oil 

American Home Products 
685 Third Avenue 
New York, NY 10017-4085 
212-878-5000 
CEO: John R Stafford 
Health-drugs 

American Stores 
PO Box 9649 
Newport Beach, CA 92658-9649 
714-476-4400 
CEO: Jonathan L Scott 
Food-major supermarkets 
Retailing-drugs 

AMP 
PO Box 3608 
Harrisburg, PA 17105-3608 
717-564-0100 
CEO: Walter F Raab 
Electronics-equipment 

American International Group 
70 Pine Street 
New York, NY 10270 
212-770-7000 
CEO: Maurice R Greenberg 
Insurance-diversified 

American Telephone & Telegraph 
550 Madison Avenue 
New York, NY 10022-3297 
212-605-5500 
CEO: Robert E Allen 
Telecommunications-carriers 

AMR 
PO Box 619616 
DFW Airport, TX 75261-9616 
817-355-1234 
CEO: Robert L Crandall 
Air transport 
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The 
ProSpee<T386 
desktop. 

To understand 
its massive 
power, 

In the past, people who were 

serious about their computers 

have had a serious dilemma. 

They could either buy a pow- 

erful desktop and give up 

any thoughts of portability. Or 

and forget about 

' vity 

capai >i i 

But nev ll(j a 

Computers and Commu 

computer flexible enough to 

give them both. 

Until now. With the ProSpeed 

386 from NEC. 

As you'd expect from a pow- 

erful 386 desktop, it runs at 

a swift 16MHz, has seven 

expansion slots and up to four 

drives. So it can handle 

anything you throw its way. 

And when you want to take it 

on the road, it's still a high- 

powered computer. The laptop 

unit is available with either a 40 

or 100 MB hard disk. It's also 

battery operated and has up to 1( 

megabytes of memory. There's 

even a paper-white Monograph- 

screen with EGA resolution 

that provides the readability 

tf 



you have 
to take it 
apart. 

and graphics capabilities of 

a full-sized CRT. 

All this and total connec- 

tivity capability, too. When 

you want to turn it back 

into a desktop, you merely 

slide the computer into a 

unique Docking Station'" that 

never leaves your desk. It 

contains two standard drive 

bays as well as the 

capacity for four full-sized 

cards. So in a matter of sec- 

onds, you're fully integrated 

back into your office. 

No manual reconfiguring. 

No phone lines to connect. 

No cable hookups. 

What's more, for a computer 

with this kind of flexibility, 

the price isn't a hassle either. 

So if you'd like us to continue 

taking the ProSpeed 386 apart, 

call NEC Home Electronics (USA) 

Inc. at 1-800-FONE-NEC. 

Or, if you'd like to dissect 

it yourself, call for product 

literature at 1-800-826-2255. 

SEC 



Where to find The Forbes 500s 
^^^^^^^^^^^^^^^—  

AmSouth Bancorpoiation 
PO Box 11007 
Birmingham, AL 35288 
205-320-7151 
CEO: lohn W Woods 
Banks-southeast 

Arkla 
PO Box 21734 
Shreveport, LA 71151 
318-429-2700 
CEO: Thomas F McLarty HI 
Natural gas-integrated 

Avon Products 
9 West 57th Street 
New York, NY 10019 
212-546-6015 
CEO: James E Preston 
Consumer-household & personal products 

Anadarko Petroleum 
PO Box 1330 
Houston, TX 77251-1330 
713-875-1101 
CEO: Robert I Allison Jr 
Energy-domestic oil, gas &. coal 

Armco 
300 Interpace Parkway 
Parsippany, NT 07054-0324 
201-316-5200 
CEO: Robert E Boni 
Metals-steel 

Baker Hughes 
PO Box 4740 
Houston, TX 77210-4740 
713-439-8600 
CEO: James D Woods 

Anchor Savings Bank FSB 
1420 Broadway 
Hewlett, NY 11557 
516-596-3900 
CEO: James M Large Jr 
Banks-thrift institutions 

Armstrong World Industries 
PO Box 3001 
Lancaster, PA 17604 
717-397-0611 
CEO: William W Adams 
Building-miscellaneous materials 

Bally Manufacturing 
8700 West Bryn Mawr Avenue 
Chicago, IL 60631 
312-399-1300 
CEO: Robert E Mullane Jr 
Leisure-hotels & gaming 

Anheuser-Busch Cos 
One Busch Place 
St Louis, MO 63118-1852 
314-577-2000 
CEO: August A Busch m 
Beverages & tobacco-alcoholic beverages 

Asarco 
180 Maiden Lane 
New York, NY 10038 
212-510-2000 
CEO: Richard de I Osborne 
Metals-nonferrous 

Baltimore Bancorp 
PO Box 896 
Baltimore, MD 21203 
301-244-3360 
CEO: Harry L Robinson 
Banks-mid-Atlantic 

Aon 
123 North Wacker Drive 
Chicago, IL 60606 
312-701-3000 
CEO: Patrick G Ryan 
Insurance-diversified 

Ashland Oil 
PO Box 391 
Ashland, KY 41114 
606-329-3333 
CEO: |ohn R Hall 
Energy-domestic oil, gas & coal 
Chemicals-specialized 

Baltimore Gas & Electric 
PO Box 1475 
Baltimore, MD 21203 
301-234-5000 
CEO: George V McGowan 
Electric utilities-northeast 
Natural gas-distributors 

Apple Bank for Savings 
205 East 42nd Street 
New York, NY 10017 
212-573-8000 
CEO: Jerome R McDougal )r 
Banks-thrift institutions 

Atlantic Financial Federal 
50 Monument Road 
Bala Cynwyd, PA 19004 
215-668-6600 
CEO: Donald R Caldwell 
Banks-thrift institutions 

Banc One 
100 East Broad Street 
Columbus, OH 43271-0251 
614-248-5944 
CEO: John B McCoy 
Banks-north central 

Apple Computer 
20525 Mariani Avenue 
Cupertino, CA 95014 
408-996-1010 
CEO: John Sculley 
Electronics-computers 

Atlantic Richfield 
515 South Flower Street 
Los Angeles, CA 90071 
213-486-3511 
CEO: Lodwrick M Cook 
Energy-domestic oil, gas & coal 

Banco Popular de Puerto Rico 
GPO Box 2708 
San Juan, PR 00936-2708 
809-765-9800 
CEO: Richard L Carrion 
Banks-southeast 

Archer Daniels Midland 
PO Box 1470 
Decatur, IL 62525 
217-424-5200 
CEO: Dwayne O Andreas 
Food processors-commodities 

Automatic Data Processing 
One ADP Boulevard 
Roseland, M 07068-1728 
201-994-5000 
CEO: Josh S Weston 
Services & related products-office 

Bancorp Hawaii 
PO Box 2900 
Honolulu, HI 96846 
808-537-8111 
CEO: H Howard Stephenson 
Banks-western 

Argonaut Group 
v v ,-nue of the Stars 
10     -  CA 90067 

0561 
'' uisch 

sualty 

Avery International 
PO Box 7090 
Pasadena, CA 91109 
818-304-2000 
CEO: Charles D Miller 
Services & related products-office 
Packaging 

Bandag 
Bandag Center 
Muscatine, IA 52761-5886 
319-262-1400 
CEO: Martin G Carver 
Automotive-auto parts 

Ari-                  weal 
6G0 Grant Street 
Pittsburgh, PA 15230-0250 
412-4332747 

CEO: Thomas Mar-" 
Chemical 

Avnet 
80 Cutter Mill Road 
Great Neck, NY 11021 
516-466-7000 
CEO: Leon Machiz 
Electronics-semiconductors 

Bank of Boston 
100 Federal Street 
Boston, MA 02110 
617-434-2200 
CEO: Ira Stepanian 
Banks-multinational 
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Should you try 
to manage a 
$15 million 
portfolio 
on your own? 

In successful lives, time is 
often the scarcest commod- 
ity. Yet preserving and 
building your capital and 
its purchasing power- now 
and into the future - have 
never been more time- 
consuming or complex. 

So if you have sizeable 

O 1989 J.P Morgan A Co. Incorporated, parrnt of 
Morgan Guaranty Trusl Company (Mrmbr-r FD!Q 
and olhrr J I' Morgan MibsiAjarirs 

sums to invest, consider the 
benefits of an investment 
management relationship at 
J.R Morgan: 

You don't have to cope 
with the complexities on 
your own. Instead, you can 
rely on a talented team of 
investment professionals 
who draw on more than a 
hundred years of experience 
in successfully preserving 
and increasing financial 
assets. 

You benefit from 
an investment philosophy 
geared to long-range 
performance and to lasting 

financial relationships 
based on mutual trust. 

In addition to investment 
management that reflects 
your specific objectives, you 
have private banking 
professionals who can apply 
their skills to meeting any 
of your financial require- 
ments - administering a 
trust, selling an art collec- 
tion, establishing a line of 
credit, providing safekeep- 
ing for your securities or 
divesting a company. 

As private banking 
clients, you and your family 
will have access to all of the 

resources and underlying 
capital strength of Morgan's 
global network - the same 
resources that benefit the 
world's largest companies. 

If you want superior 
management of assets of 
$5 million or more, we invite 
you to meet with us. Call 
Anthony D. Pennetti, Vice 
President, Morgan Guaranty 
Trust Company, 444 S. 
Flower Street, Los Angeles, 
CA 90017. (213) 489-9347. 

Private Banking 
at Morgan 

JPMorgan 



Where to find The Forbes 500s 
Bank of New England 
28 State Street 
Boston, MA 02109 
617-742-4000 
CEO: Walter J Connolly Jr 
Banks-northeast 

Baxter International 
One Baxter Parkway 
Deerfield, IL 60015 
312-948-2000 
CEO: Vernon R Loucks Jr 
Health-medical supplies 

Berkshire Hathaway 
1440 Kiewit Plaza 
Omaha, NE 68131 
402-346-1400 
CEO: Warren E Buffett 
Conglomerates 
Insurance-property & casualty 

Bank of New York 
48 Wall Street 
New York, NY 10286 
212-495-1784 
CEO: John Carter Bacot 
Banks-northeast 

BayBanks 
175 Federal Street 
Boston, MA 02110 
617-482-1040 
CEO: William M Crozier Jr 
Banks-northeast 

Bethlehem Steel 
Martin Tower 
Bethlehem, PA 18016 
215-694-2424 
CEO: Walter F Williams 

Bank South 
PO Box 5092 
Atlanta, GA 30302 
404-529-4111 
CEO: Robert P Guy ton 
Banks-southeast 

BB&T Financial (formerly Branch Corp) 
PO Box 1847 
Wilson, NC 27894-1847 
919-399-4291 
CEO: L Vincent Lowe Jr 
Banks-southeast 

Beverly Enterprises 
PO Box 90130 
Pasadena, CA 91109-5130 
818-577-6111 
CEO: Robert Van Tuyle 
Health-services 

BankAmerica 
Box 37000 
San Francisco, CA 94137 
415-622-3456 
CEO: Alden W Clausen 
Banks-multinational 

Bear Stearns Cos 
245 Park Avenue 
New York, NY 10167 
212-272-2000 
CEO: Alan C Greenberg 
Finance-brokerage houses 

Black & Decker 
701 East Joppa Road 
Towson, MD 21204 
301-583-3900 
CEO: Nolan D Archibald 
Consumer-appliances 

Bankers Trust New York 
280 Park Avenue 
New York, NY 10017 
212-250-2500 
CEO: Charles S Sanford Ir 
Banks-multinational 

Becton Dickinson 
One Becton Drive 
Franklin Lakes, NJ 07417-1880 
201-848-6800 
CEO: Raymond V Gilmartin 
Health-medical supplies 

H&R Block 
4410 Main Street 
Kansas City, MO 64111 
816-753-6900 
CEO: Henry W Bloch 
Finance-services 
Services & related products-office 

BanPonce 
GPO Box G-3108 
San Juan, PR 00936 
809-754-9400 
CEO: Alberto M Paracchini 
Banks-southeast 

Bell Atlantic 
1600 Market Street 
Philadelphia, PA 19103 
215-963-6000 
CEO: Raymond W Smith 
Telecommunications-carriers 

Boatmen's Bancshares 
PO Box 236 
St Louis, MO 63166-0236 
314-554-7720 
CEO: Andrew B Craig m 
Banks-north central 

CR Bard 
730 Central Avenue 
Murray Hill, NJ 07974 
201-277-8000 
CEO: George T Maloney 
Health-medical supplies 

BellSouth 
1155 Peachtree Street NE 
Atlanta, GA 30367-6000 
404-249-2000 
CEO: John L Clendenin 
Telecommunications-earners 

Boeing 
PO Box 3707 
Seattle, WA 98124-2207 
206-655-2121 
CEO: Frank A Shrontz 
Aerospace & defense 

Barnett Banks 
PO Box 40789 
Jacksonville, FL 32203-0789 
904-791-7720 
CEO: Charles E Rice 
Banks-southeast 

Beneficial Corp 
300 Beneficial Center 
Peapack, NJ 07977 
201-781-3001 
CEO: Finn M W Caspersen 
Finance-services 

Boise Cascade 
One Jefferson Square 
Boise, ID 83728 
208-384-6161 
CEO: John B Fery 
Paper 
Building-lumber 

Battle Mountain Gold 
333 Clav Street 
Houston, TX 77002 
713-650-6400 
CEO: Douclas | Bourne 
Metals-n< 

Benj Franklin Federal S&L 
501 SE Hawthorne Boulevard 
Portland, OR 97214-3598 
503-248-1234 
CEO: G Dale Weight 
Banks-thrift institutions 

Borden 
277 Park Avenue 
New York, NY 10172 
212-573-4000 
CEO: Romeo J Ventres 
Food processors-branded foods 

Bausch & Lomb 
PO Box 54 
Rochester, \Y 14601-0054 
716-338-6000 
CEO: Daniel E Gill 
Health-medical ! 

Bergen Brunswig 
4000 Metropolitan Drive 
Orange, CA 92668-3510 
7 J 4-385-4000 
CEO: Emil P Martini |r 
Heaili-drugs 

Boston Edison 
800 Boylston Street 
Boston, MA 02199 
617-424-2000 
CEO: Stephen J Sweeney 
Electric utilities-northeast 
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rom tax reform. 
With the cost of Tax Reform esti- 
mated at $15 billion over the next 
five years, your bottom line could 
be endangered. The Tax Act affects 
the discounting of loss reserves 
and taxes unearned premium. You 

could even be losing money and 
you'd still pay taxes. 
American Re has experts who will 
translate the Act into plain English. 
They'll give you clear answers 
about its impact on your bottom 

■ 

■■■! 

line. Not just this year, but for the 
long term, too. So you can plan 
your pricing and investment strate- 
gies from a position of strength. 
Think long term. Talk to 
the experts at American Re. 

American Re-Insurance Company 
American Re Plaza. 555 College Road Easl. Princeton. NJ 08543-5241 (609) 275-2000 

Atlanta • Boston • Chicage • Columbus • Dallas • Hartford • Kansas City • Los Angeles • Minneapolis • New York- Philadelphia • San Francisco' Bogota • Cairo • London • Melbourne • Montreal ■ Santiago • Singapore • Sydney -Tokyo -Toronto 
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Bowater 
PO Box 4012 
Darien, CT 06820-4012 
203-656-7200 
CEO: Anthony P Gamrrue 
Paper 

Cabot 
PO Box 9073 
Waltham, MA 02254-9073 
617-890-0200 
CEO: Samuel W Bodman 
Chemicals-specialized 
Energy-domestic oil, gas & coal 

CBS 
51 West 52nd Street 
New York, NY 10019 
212-975-4321 
CEO: Laurence A Tisch 
Communications-broadcasting & services 

Bristol-Myers 
345 Park Avenue 
New York, NY 10154 
212-546-4000 
CEO: Richard I Gelb 
Health-drugs 
Consumer-household & personal products 

CalFed 
5670 Wilshire Boulevard 
Los Angeles, CA 90036 
213-932-4321 
CEO: John R Torell m 
Banks-thrift institutions 

Centel 
8725 Higgins Road 
Chicago, IL 60631 
312-399-2500 
CEO: John P Frazee Jr 
Telecommunications-carriers 

Broad Inc (formerly Kaufman & Broad) 
11601 Wilshire Boulevard 
Los Angeles, CA 90025-1748 
213-312-5000 
CEO: EH Broad 
Insurance-life & health 

Campbell Soup 
Campbell Place 
Camden, NJ 08103-1799 
609-342-4800 
CEO: R Gordon McGovem 
Food processors-branded foods 

Centerior Energy 
PO Box 94661 
Cleveland, OH 44101-4661 
216-447-3100 
CEO: Richard A Miller 
Electric utilities-north central 

Brown-Forman 
PO Box 1080 
Louisville, KY 40201 
502-585-1100 
CEO: W L Lyons Brown Jr 
Beverages & tobacco-alcoholic beverages 

Capital Cities/ABC 
24 East 51st Street 
New York, NY 10022-6887 
212-421-9595 
CEO: Thomas S Murphy 
Communications-broadcasting & services 

Centex 
PO Box 19000 
Dallas, TX 75219 
214-559-6500 
CEO: Laurence E Hirsch 
Building-commercial & residential 

Brown Group 
PO Box 29 
St Louis, MO 63166 
314-854-4000 
CEO: Bernard A Bndgewater Jr 
Retailing-apparel 

Capital Holding 
PO Box 32830 
Louisville, KY 40232 
502-560-2000 
CEO: Irving W Bailey II 
Insurance-life & health 

Central & South West 
PO Box 660164 
Dallas, TX 75266-0164 
214-754-1000 
CEO: Merle L Borchelt 
Electric utilities-south central 

Browning-Ferris Industries 
PO Box 3151 
Houston, TX 77253 
713-870-8100 
CEO: William D Ruckelshaus 
Services & related products-industrial 

Carnival Cruise Lines 
100 Southeast Second Street 
Miami, FL 33131 
305-573-6030 
CEO: Micky Anson 
Leisure-hotels & gaming 

Central Bancshares of the South 
701 South 20th Street 
Birmingham, AL 35233 
205-933-3000 
CEO: Harry B Brock Jr 
Banks-southeast 

Bruno's 
PO Box 2486 
Birmingham, AL 35201-2486 
205-940-9400 
CEO: Angelo | Bruno 
Food-regional supermarkets 

Carolina Power & Light 
POBox 1551 
Raleigh, NC 27602 
919-546-6111 
CEO: Sherwood H Smith Jr 
Electnc utilities-southeast 

Central Fidelity Banks 
PO Box 27602 
Richmond, VA 23261 
804-782-4000 
CEO: Carroll L Same 
Banks-mid-Atlantic 

Brunswick 
One Brunswick Plaza 
Skokie, IL 60077 
312-470-4700 
CEO: Jack F Reichert 
Leisure-recreation 

Carter Hawley Hale Stores 
550 South Flower Street 
Los Angeles, CA 90071 
213-620-0150 
CEO: Philip M Hawley 
Retailing department stores 

Central Illinois Public Service 
607 East Adams Street 
Springfield, IL 62739 
217-523-3600 
CEO: Donald G Raymer 
Electric utilities-north central 

Burlington Northern 
777 Main Street 
Fort Worth, TX 76102 
817-878-2000 
CEO                      ^'ein 
Surface transport;.' 

Castle & Cooke 
10900 Wilshire Boulevard 
Los Angeles, CA 90024 
213-824-1500 
CEO: David H Murdock 
Food processors-branded foods 

CenTrust Savings Bank 
101 East Flagler Street 
Miami, FL 33131 
305-376-5000 
CEO: David L Paul 
Banks-thrift institutions 

Burlington K 
999 Third Avenue 
Seattle, WA 98104 409-' 
206-467-3838 
CEO: Thomas H O'Leary 
Energy-domestic oil, gas & c 

Caterpillar 
100 Northeast Adams Street 
Peoria, IL 61629-7310 
309-675-1000 
CEO. George A Schaefer 
4eav   equipment 

Champion International 
One Champion Plaza 
Stamford, CT 06921 
203-358-7000 
CEO: Andrew C Sigler 
Paper 
Building-lumber 
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^S^      'V^^ Greater 
Q^ ^   >^ Dreyfus Yields 

^^ /J^Nl Worldwide Portfolio 
Cj^^^r * Looking for a way to earn more 

^^^ on your money without locking it up? 
y ~ Consider the new Dreyfus Worldwide 

Dollar Money Market Fund. Unlike some 
other money market funds, there are no separate 

charges for checks, exchanges or redemptions. 
Call now for today's high current yield 

and details about the Special Introductory Offer. 
For some time now, large institutional investors 

have recognized the value of higher-yielding international 
money market instruments—issued in dollars—both in the 

U.S. and abroad. 
It's important to note that these investments are not new. 

But what is new is your ability to hold them in a Dreyfus money market fund. 

Special Introductory Offer! 
lb introduce this Fund to new investors, for a period of time the usual management fee 

is being waived and other operating expenses are being absorbed to boost your effective 
high money market return. 

• $2,500 minimum • No sales charge • Money market fund stability 
• Free checkwriting in amounts of $500 or more 

©reyfus Worldwide Dollar-  
Money Market Fund, Inc.        
P.O. Box 3498, Camden, NJ 08101 

For more complete information, including management fee, charges and 
expenses, obtain a Prospectus by calling or sending this coupon. Please read 
the Prospectus carefully before you invest. 

Name. 

Address 

City  State. 

Zip. Phone. 

For a Prospectus call toll free, 
24 hours a day, 7 days a week: 

1-800-USA-LION 
Ask for Extension 2112 

Yield fluctuates' Past performance is no guarantee of future results. 



Where to find The Forbes 500s 
Chase Manhattan 
One Chase Manhattan Plaza 
New York, NY 10081 
212-552-2222 
CEO: Willard C Butcher 
Banks-multinational 

Circuit City Stores 
2040 Thalbro Street 
Richmond, VA 23230 
804-257-4292 
CEO: Richard L Sharp 
Retailing-miscellaneous 

CNW 
One North Western Center 
Chicago, IL 60606 
312-559-6199 
CEO: Robert Schmiege 
Surface transportation-railroads 

Chemical Banking 
277 Park Avenue 
New York, NY 10172 
212-310-6161 
CEO: Walter V Shipley 
Banks-multinational 

Citadel Holding 
600 North Brand Boulevard 
Glendale, CA 91203 
818-956-7100 
CEO: James A Taylor 
Banks-thrift institutions 

Coast Savings & Loan Association 
1000 Wilshire Boulevard 
Los Angeles, CA 90017-2457 
213-688-2000 
CEO: Ray Martin 
Banks-thrift institutions 

Chevron 
225 Bush Street 
San Francisco, CA 94104-4289 
415-894-7700 
CEO: Kenneth T Derr 
Energy-international oil 

Citicorp 
399 Park Avenue 
New York, NY 10043 
212-559-1000 
CEO: John S Reed 
Banks-multinational 

Coastal Corp 
Nine Greenway Plaza 
Houston, TX 77046-0995 
713-877-1400 
CEO: Oscar S Wyatt Jr 
Energy-domestic oil, gas & coal 
Natural gas-producers &. pipeliners 

Chrysler 
PO Box 1919 
Detroit, MI 48288-1919 
313-956-5741 
CEO: Lee A Iacocca 
Automotive-autos & trucks 

Citizens & Southern 
PO Box 4899 
Atlanta, GA 30302-4899 
404-581-2121 
CEO: Bennett A Brown 
Banks-southeast 

Coca-Cola 
PO Drawer 1734 
Atlanta, GA 30301 
404-676-2121 
CEO: Roberto C Goizueta 
Beverages & tobacco-soft drinks 

Chubb 
PO Box 1615 
Warren, NJ 07061-1615 
201-580-2000 
CEO: Dean R O'Hare 
Insurance-property & casualty 

Citizens Savings Financial 
999 Brickell Avenue 
Miami, FL 33131 
305-577-0400 
CEO: Charles B Stuzin 
Banks-thrift institutions 

Coca-Cola Enterprises 
PO Box 1778 
Atlanta, GA 30301-1778 
404-676-2100 
CEO: Brian G Dyson 
Beverages & tobacco-soft drinks 

Cigna 
One Logan Square 
Philadelphia, PA 19103 
215-523-4000 
CEO: Wilson H Taylor 
Insurance-diversified 
Finance-services 

Citizens Utilities 
PO Box 3801 
Stamford, CT 06905 
203-329-8800 
CEO: Ishier Jacobson 
Telecommunications-carriers 
Electric utilities-south central 

Colgate-Palmolive 
300 Park Avenue 
New York, NY 10022 
212-310-2000 
CEO: Reuben Mark 
Consumer-household & personal products 

Cincinnati Bell 
PO Box 2301 
Cincinnati, OH 45201 
513-397-9900 
CEO: Dwight H Hibbard 
Telecommunications-carriers 

City National 
400 North Roxbury Drive 
Beverly Hills, CA 90210 
213-550-5400 
CEO: Bram Goldsmith 
Banks-western 

Colorado National Bankshares 
PO Box 5168 
Denver, CO 80217 
303-629-1968 
CEO: Will F Nicholson Jr 
Banks-western 

Cincinnati Financial 
PO Box 145496 
Cincinnati, OH 45250-5496 
513-870-2000 
CEO: John J Schiff 
Insurance-diversified 

CityFed Financial 
PO Box 2872 
Palm Beach, FL 33480 
407-655-5919 
CEO: John W Atherton Jr 
Banks-thrift institutions 

Columbia Gas System 
20 Montchanin Road 
Wilmington, DE 19807 
302-429-5000 
CEO: John H Croom 
Natural gas-integrated 

Cincinnati Gas & Electric 
PO Box 960 
Cincinnati, OH 45201-0960 
513-381-2000 
CEO: Jackson H Randolph 
Electric utilities north central 
Natural jias-distributors 

Clorox 
1221 Broadway 
Oakland, CA 94612 
415-271-7000 
CEO: Charles R Weaver 
Consumer-household & personal products 

Columbia Pictures Entertainment 
711 Fifth Avenue 
New York, NY 10022 
212-751-4400 
CEO: Victor A Kaufman 
Leisure-entertainment 

Circle K 
PO Box 52084 
Phoenix, AZ 85072-2084 
602-253-9600 
CEO: Karl Eller 
Food-regional supermarkets 

CMS Energy 
330 Town Center Drive 
Dearborn, MI 48126 
517-788-1030 
CEO William T McCormick Jr 
Electric utilities-north central 
Natural gas-distributors 

Columbia Savings & Loan Association 
8840 Wilshire Boulevard 
Beverly Hills, CA 90211 
213-657-6134 
CEO: Thomas Spiegel 
Banks-thrift institutions 
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This quill was hand sculpted with Georgia-Pacific paper. 

AtGea 
were eringour nest with over $800 million in printing paper sales. 

Georgia-Pacific has now become one of the world's 
largest suppliers of uncoated printing and writing paper. 

Already we have one of the world's largest white 
paper machines, that produces over 650 tons per day. And with 
our new machine in Port Hudson, Louisiana, now on line, we are well 
positioned to become an even more influential competitor in a market 
that is expected to grow at a rate twice that of the GNP. 

Containerboard. Packaging. Tissue. Market pulp. Printing and 
writing papers. Combined, they generated nearly $3.5 billion in 
sales and upwards of $600 million in operating profits in 1988. 

And considering the way things are going, pulp and paper 
will continue to be a highly profitable feather in our cap for many 
years to come. 

©1989 Georgia-Pacific Corporation. 
All Rights Reserved. 

Georgia-Ffecific 
Savvy Bromthegioundup" 
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Combustion Engineering 
PO Box 9308 
Stamford, CT 06904 
203-329-8771 
CEO: Charles E Hugel 
Heavy equipment 

ConAgra 
One Central Park Plaza 
Omaha, NE 68102 
402-978-4000 
CEO: Charles M Harper 
Food processors-branded foods 

Cooper Industries 
PO Box 4446 
Houston, TX 77210 
713-739-5400 
CEO: Robert Cizik 
Heavy equipment 
Electrical equipment 

Comcast 
One Belmont Avenue 
Bala Cynwyd, PA 19004 
215-667-4200 
CEO: Ralph J Roberts 
Communications-broadcasting & services 

Consolidated Edison 
4 Irving Place 
New York, NY 10003 
212-460-4600 
CEO: Arthur Hauspurg 
Electric utilities-northeast 

Adolph Coors 
Golden, CO 80401 
303-279-6565 
CEO: Jeffrey H Coors 
Beverages & tobacco-alcoholic beverages 

Comdisco 
6111 North River Road 
Rosemont, IL 60018 
312-698-3000 
CEO: Kenneth N Pontikes 
Services & related products-office 

Consolidated Freightways 
175 Linfield Drive 
Menlo Park, CA 94025 
415-326-1700 
CEO: Lary R Scott 
Surface transportation-trucking &. leasing 

CoreStates Financial 
PO Box 7618 
Philadelphia, PA 19101-7618 
215-973-3100 
CEO: Terrence A Larsen 
Banks-mid-Atlantic 

Comerica 
211 West Fort Street 
Detroit, MI 48275 
313-222-3300 
CEO: Eugene A Miller 
Banks-north central 

Consolidated Natural Gas 
CNG Tower 
Pittsburgh, PA 15222-3199 
412-227-1000 
CEO: George A Davidson Jr 
Natural gas-integrated 

Corning Glass Works 
Houghton Park 
Corning, NY 14831 
607-974-9000 
CEO: James R Houghton 
Health-medical supplies/Consumer-home 
furnishings/Electronics-equipment 

Commerce Bancshares 
PO Box 13686 
Kansas City, MO 64199-3686 
816-234-2000 
CEO: David W Kemper 
Banks-north central 

Consolidated Papers 
PO Box 8050 
Wisconsin Rapids, WI 54495-8050 
715-422-3111 
CEO: George W Mead 
Paper 

Costco Wholesale 
PO Box 97077 
Kirkland, WA 98083-9777 
206-828-8100 
CEO: James D Sinegal 
Retailing-miscellaneous 

Commercial Federal 
2120 South 72nd Street 
Omaha, NE 68124 
402-554-9200 
CEO: William A Fitzgerald 
Banks-thrift institutions 

Consolidated Rail 
Six Penn Center Plaza 
Philadelphia, PA 19103-2959 
215-977-4000 
CEO: Stanley E G Hillman 
Surface transportation-railroads 

CPC International 
PO Box 8000 
Englewood Cliffs, NJ 07632 
201-894-4000 
CEO: James R Eiszner 
Food processors-branded foods 

Commonwealth Edison 
PO Box 767 
Chicago, IL 60690-0767 
312-294-4321 
CEO: James J O'Connor 
Electric utilities-north central 

Contel 
PO Box 105194 
Atlanta, GA 30348 
404-391-8000 
CEO: Donald W Weber 
Telecommunications-earners 

Cray Research 
608 Second Avenue South 
Minneapolis, MN 55402 
612-333-5889 
CEO: John A Rollwagen 
Electronics-computers 

Community Psychiatric Centers 
24502 Pacific Park Drive 
Laguna Hills, CA 92656 
714-831-1166 
CEO: fames W Conte 
Health-services 

Continental Bank 
(formerly Continental Illinois) 
231 South LaSalle Street 
Chicago, IL 60697 
312-828-2345 
CEO: Thomas C Theobald 
Banks-multinational 

Crestar Financial 
PO Box 26665 
Richmond, VA 23261-6665 
804-782-5000 
CEO: Richard G Tilghman 

ipaq Computer 
20555 SH 249 
Houston, TX 77070 
713-370-0670 

ph R Camon 
Elt:.                  uiputers 

Continental Corp 
180 Maiden Lane 
New York, NY 10038 
212-440-3980 
CEO: John P Mascotte 
Insurance-property & casualty 

CrossLand Savings FSB 
211 Montague Street 
Brooklyn, NY 11201 
718-780-0400 
CEO: Maurice L Reissman 

Computer Associates International 
711 Stewart Avenue 
Garden City, NY 11530-4787 
516-227-3300 
CEO: Charles B Wang 
Services & related products-office 

Control Data 
PO Box 0 
Minneapolis, MN 55440 
612-853-8100 
CEO: Robert M Price 
Elec t ronics-computers 

Crown Cork & Seal 
PO Box 6208 
Philadelphia, PA 19136 
215-698-5100 
CEO: John F Connelly 
Packaging 
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CSX 
PO Box C-32222 
Richmond, VA 23261 
804-782-1400 
CEO: Hays T Watkins 
Surface transportation-railroads 

Delta Air Lines 
Hartsfield Atlanta Airport 
Atlanta, GA 30320 
404-765-2600 
CEO: Ronald W Allen 
Air transport 

Dominion Resources 
PO Box 26532 
Richmond, VA 23261 
804-775-5700 
CEO: William W Berry 
Electnc utilities-southeast 

Cullen/Frost Bankers 
PO Box 1600 
San Antonio, TX 78296 
512-220-4011 
CEO: Thomas C Frost 
Banks-south central 

Deluxe Corp 
PO Box 64399 
St Paul, MN 55164-0399 
612-483-7111 
CEO: Harold V Haverty 
Services &. related products-office 

RR Donnelley & Sons 
2223 Martin Luther King Drive 
Chicago, IL 60616-1471 
312-326-8000 
CEO: John R Walter 
Communications-publishing 

Cummins Engine 
Box 3005 
Columbus, IN 47202-3005 
812-377-5000 
CEO: Henry B Schacht 
Automotive-auto parts 

Deposit Guaranty 
PO Box 1200 
Jackson, MS 39215-1200 
601-354-8564 
CEO: Emerson B Robinson Jr 
Banks-south central 

Dover 
277 Park Avenue 
New York, NY 10172 
212-826-7160 
CEO: Gary L Roubos 
Conglomerates 
Building-commercial &. residential 

Cyprus Minerals 
PO Box 3299 
Englewood, CO 80155 
303-643-5000 
CEO: Kenneth J Barr 
Energy-domestic oil, gas & coal 
Metals-nonferrous 

Detroit Edison 
2000 Second Avenue 
Detroit, MI 48226 
313-237-8000 
CEO: Walter J McCarthy Jr 
Electric utilities-north central 

Dow Chemical 
2030 Willard H Dow Center 
Midland, MI 48674 
517-636-1000 
CEO: Frank P Popoff 
Chemicals-diversified 

Dana 
PO Box 1000 
Toledo, OH 43697 
419-535-4500 
CEO: Gerald B Mitchell 
Automotive-auto parts 

Diamond Shamrock R&M 
PO Box 696000 
San Antonio, TX 78269-6000 
512-641-6800 
CEO: Roger R Hemminghaus 
Energy-domestic oil, gas & coal 

Dow Jones 
200 Liberty Street 
New York, NY 10281 
212-416-2000 
CEO: Warren H Phillips 
Communications-publishing 

Dauphin Deposit 
213 Market Street 
Harrisburg, PA 17101 

.   717-255-2121 
CEO: William J King 
Banks-mid-Atlantic 

Digital Equipment 
146 Main Street 
Maynard, MA 01754-2571 
508-493-5111 
CEO: Kenneth H Olsen 
Electronics-computers 

Downey Savings & Loan Assn 
PO Box 6000 
Newport Beach, CA 92658-6000 
714-854-3100 
CEO: Gerald H McQuarrie 
Banks-thrift institutions 

Dayton Hudson 
777 Nicollet Mall 
Minneapolis, MN 55402 
612-370-6948 
CEO: Kenneth A Macke 
Retailing-discount & variety 

Dillard Department Stores 
PO Box 486 
Little Rock, AR 72203 
501-376-5200 
CEO: William T Dillard Sr 
Retailing-department stores 

DPL 
Courthouse Plaza Southwest 
Dayton, OH 45402 
513-224-6000 
CEO: Peter H Forster 
Electric utilities-north central 
Natural gas-distributors 

Dean Foods 
3600 North River Road 
Franklin Park, IL 60131 
312-625-6200 

,   CEO: Howard M Dean 
Food processors-branded foods 

Dime Savings Bank of New York FSB 
1225 Franklin Avenue 
Garden City, NY 11530 
516-227-6030 
CEO: Harry W Albright Jr 
Banks-thrift institutions 

Dresser Industries 
PO Box 718 
Dallas, TX 75221 
214-740-6000 
CEO: John J Murphy 
Energy-oilfield services 
Heavy equipment 

Deere 
John Deere Road 
Moline, DL 61265-8098 
309-765-8000 
CEO: Robert A Hanson 
Heavy equipment 

Walt Disney 
500 South Buena Vista Street 
Burbank, CA 91521 
818-560-1000 
CEO: Michael D Eisner 
Leisure-entertainment 

Dreyfus 
767 Fifth Avenue 
New York, NY 10153 
212-715-6000 
CEO: Howard Stein 
Finance-services 

Delmarv a Power Si. Light 
PO Box 231 
Wilmington, DE 19899 
302-429-3011 
CEO: Nevius M Curtis 

!   Electric utilities-northeast 

Dominion Bankshares 
PO Box 13327 
Roanoke, VA 24040 
703-563-7000 
CEO: Warner N Dalhouse 
Banks-mid-Atlantic 

EI du Pont de Nemours 
1007 Market Street 
Wilmington, DE 19898 
302-774-1000 
CEO: Edgar S Woolard Jr 
Chemicals-diversified 
Energy-international oil 

r 
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FREE INFORMATION FOR READERS OF FORBES! 
The advertisers listed here want to make information available to readers of 
FORBES. For the type of information available, see the categories below. To obtain 
information, see the adjoining page. 

Georgia—The State of Business Today 
1. Southwest Georgia Area 4. Tattnall County 10. Savannah 

Planning & Development 5. Dahlonega—Lumpkin County 11. Augusta 
Commission 6. Peachtree City 12. DeKalb County 

2. Moultrie—Colquitt County 7. LaGrange 13. Atlanta 
3. Liberty County 8. Columbus 

9. Albany—Dougherty County 
14. Department of Industry & Tra 

Products/Services Information 
15. Adler-Royal Business Machines, 

Inc. 
16. American Re-Insurance 

Company 
17. Astra Jet Corporation 
18. Audemars Piguet 
19. The Austin Company 
20. Brother Copiers 
21. BULL 
22. Cadillac Motor Car Division 
23. Campton Place Hotel 
24. Dale Carnegie & Associates, Inc. 
25. Checkers Hotel, Los Angeles 
26. Chevrolet Fleet Sales 

*27. CIGNA Corporation 
28. Daewoo 
29. Dictaphone Corporation 
30. Execufold 
31. Famous Smoke Shop 

*32. Fansteel 
33. Federal Express Corporation 
34. Four Seasons Hotels 
35. Georgia-Pacific Corporation 
36. Hanson Industries 
37. Hartmann Luggage Company 
38. Hayes Microcomputer Products, 

Inc. 
39. Intercontinental Hotels Corp. 

40. Jaeger-LeCoultre Watches 
41. Konica Business Machines 

U.S.A., Inc. 
42. La Mancha Private Villas and 

Court Club—Private Pools and 
Spas 

43. The Lancaster Group 
44. Lincoln Mercury—Cougar 
45. McDonnell Douglas Corp. 

*46. Mack Trucks 
47. Management Recruiters 
48. Marin Winecellars 
49. Mazda Motor of America, Inc. 
50. Mead Paper 
51. Minolta Cameras 
52. Mont Blanc Pens 
53. Murata Business Systems, Inc. 
54. NEC Home Electronics 
55. NYNEX Corporation 
56. OMNIFAX/Telautograph 
57. Pacific Financial Companies 
58. Peninsula New York 
59. Peugeot Motors of America 
60. Power Ties 
61. Prime Computer, Inc. 
62. Qantas Airways Limited 
63. The Queensboro Shirt Company 
64. The Regent Mayfair New York 

Financial Products/Services Information 
88. Alexander Proudfoot 
89. American Society of CLU & 

ChFC 

Annual Reports 
TEL Corporation 

Canadian Pacific Limited 
97. Centel Corporation 

Area Development 
103. DISCOVER COLUMBUS 

Central Ohio Marketing Council 
104. Florida Department of 

Commerce 

90. Chicago Board of Trade 
91. Chicago Mercantile Exchange 

98. Command Credit Corporation 
99. F.P. Special Assets Limited 

100. Phillips Petroleum Company 

105. Greater Charlotte Economic 
Development Corporation 

106. Landfall Associates, Inc. 

65. Riken Tire 
66. Rolex Watch U.S.A., Inc. 
67. The Russell Corporation 
68. Schott Corporation 
69. South African Airways 
70. SteinRoe Mutual Funds 
71. Stone Container Corporation 

*72. Tandy/Radio Shack 
73. Twentieth Century Investors, 

Inc. 
74. U.S. Postal Service- 

Automation 
75. US Sprint 
76. Ultima Brands USA Inc. 
77. Uniforce Temporary Services 
78. United Parcel Service 
79. The Vanguard Group of Inve 

ment Companies 
80. Video Arts 
81. Volvo Cars of North America 
82. Wang Laboratories, Inc. 
83. Western Union Office Access 

Systems 
84. Winecellars U.S.A. 
85. Xerox Copiers 
86. Zurich-American Insurance 

Group 
87. Zweig Forecast 

92. Dreyfus Worldwide Dollar Mon* 
Market Fund 

93. Huntington Bancshares 
94. Lomas Financial Corporation 

101. Raytheon Company 
102. Western Canada Water 

Enterprises Inc. 

107. Missouri Department of 
Economic Development 



Get OnTheRist Track 
&Win! 

VENTURE, the magazine for entrepreneurial business 
owners and investors, is the odds on favorite when it 

comes to keeping abreast of the hottest entrepreneurial 
opportunities. It'll get you on the fast track and give 

you the inside edge staying there. And when you're on 
the fast track, you know that every advantage you 

can possibly have is important. 
Subscribe now 

and we will send 
you a FREE copy 

of "The 15 Hottest 
Entrepreneurial 
Opportunities off 

1989"—a spe- 
cially prepared 

report that brings 
you a gold mine of 

ideas on just the 
kind of exciting, 
high return ven- 

tures you are look- 
ing for. We think 

you'll find it 
fascinating! 

M    m \aimmmmHWmmmumm\mvw 

Venture 
The Best Advantage 
You Can Have. 

Venture The Winning Ticket! 
□ YES, I want to join the winner's circle. Please enter my 

subscription to VENTURE for 2 years—that's 24 issues for 
just $ 19. And send me a FREE copy of "The 15 Hottest 
Entrepreneurial Opportunities of 1988" with my 
subscription. 

J3029 

Name 

□ I prefer one year for $18. 

□ Payment enclosed. 

Address 

□ Bill me. 

Allow 4-6 weeks for delivery of first issue. In Canada add $5, all foreign add $30 per sub- 
scription year. Foreign orders must pay by check or money order (U.S. currency only.) 

City State Zip 

VENTURE    P.O. Box 3108, Harlan, Iowa 51593 



Where to find The Forbes 500s 
Duke Power 
PO Box 33189 
Charlotte, NC 28242 
704-373-4011 
CEO: William S Lee- 
Electric utilities-southeast 

Empire of America FSB 
One Empire Tower 
Buffalo, NY 14202-3771 
716-845-7000 
CEO: Paul A Willax 
Banks-thrift institutions 

Far West Financial 
4001 MacArthur Boulevard 
Newport Beach, CA 92660 
714-833-8383 
CEO: Fred Kayne 
Banks-thrift institutions 

Dun & Brads'teet 
299 Park Avenue 
New York, NY 10171 
212-593-6800 
CEO: Charles W Moritz 
Communications-publishing 

Engeihard 
Menlo Park CN-40 
Edison, M 08818 
201-632-6000 
CEO: Orm R Smith 
Metals-nonferrous 
Chemicals-specialized 

Farm & Home Financial 
PO Box 1893 
Nevada, MO 64772 
417-667-3333 
CEO: Donald F Roby 
Banks-thrift institutions 

Duquesne Light 
One Oxford Centre 
Pittsburgh, PA 15279 
412-393-6000 
CEO: Wesley W von Schack 
Electric utilities-north central 

Enron 
POBox 1188 
Houston, TX 77251-1188 
713-853-6161 
CEO: Kenneth L Lay 
Natural gas-producers & pipehners 

Federal Express 
PO Box 727 
Memphis, TN 38194 
901-369-3600 
CEO: Frederick W Smith 
Air transport 

E-Systems 
PO Box 660248 
Dallas, TX 75266-0248 
214-661-1000 
CEO: David R Tacke 
Aerospace & defense 

Enserch 
300 South St Paul Street 
Dallas, TX 75201 
214-651-8700 
CEO: WUliam C McCord 
Natural gas-integrated 
Building-commercial & residential 

Federal National Mortgage Assn 
3900 Wisconsin Avenue NW 
Washington, DC 20016-2899 
202-752-7000 
CEO: David O Maxwell 
Finance-services 

Eastman Kodak 
343 State Street 
Rochester, NY 14650 
716-724-4000 
CEO: Colby H Chandler 
Leisure-photography 

Equimark 
2 Oliver Plaza 
Pittsburgh, PA 15222 
412-288-5000 
CEO: Alan S Fellheimer 
Banks-mid-Atlantic 

Federal Paper Board 
75 Chestnut Ridge Road 
Mont vale, NJ 07645 
201-391-1776 
CEO: John R Kennedy 
Paper 
Packaging 

Eaton 
Eaton Center 
Cleveland, OH 44114-2584 
216-523-5000 
CEO: [ames R Stover 
Automotive-auto parts 
Electronics-equipment 

Equitable Bancorporation 
100 South Charles Street 
Baltimore, MD 21201-2791 
301-547-4000 
CEO: H Grant Hathaway 
Banks-mid-Atlantic 

Fifth Third Bancorp 
38 Fountain Square Plaza 
Cincinnati, OH 45263 
513-579-5300 
CEO: Clement L Buenger 
Banks-north central 

Echlin 
100 Double Beach Road 
Branford, CT 06405 
203-481-5751 
CEO: Frederick 1 iMancheski 
Automotive-auto parts 

Esselte Business Systems 
71 Clinton Road 
Garden City, NY 11530 
516-741-3200 
CEO: Hans Fnstedt 
Services & related products-office 

Financial Corp of Santa Barbara 
PO Box 1109 
Santa Barbara, CA 93102-1109 
805-682-2300 
CEO: Philip R Brinkerhoff 
Banks-thrift institutions 

EG&G 
45 William Street 
Wellesley, MA 02181 
617-237-5100 
CEO: John M Kucharski 
Electronics-equipment 

Ethyl 
PO Box 2189 
Richmond, VA 23217 
804-788-5000 
CEO: Floyd D Gottwald Jr 
Chemicals-specialized 
Insurance-life & health 

Fireman's Fund 
646 Steamboat Road 
Greenwich, CT 06830 
203-625-5300 
CEO: John ] Byrne 
Insurance-property & casualty 

i  --on Electric 
... 4100 

-3136 

- : Knight 

Exchange Bancorp 
LaSalle & Monroe Streets 
Chicago, IL 60603-3499 
312-781-8000 
CEO: Ira I Kaufman 
Banks-north central 

First Alabama Bancshares 
PO Box 1448 
Montgomery, AL 36102 
205-832-8011 
CEO: Willard L Hurley 
Banks-southeast 

Err>i. 
PO B 
Haitfoi 
203-(.'; 
CEO: Pel 
Electron i 

Exxon 
1251 Avenue of the Americas 
New York, NY 10020-1198 
212-333-1000 
CEO: Lawrence G Rawl 
Energy-international oil 

First American 
First American Center 
Nashville, TN 37237 
615-748-2100 
CEO: Kenneth L Roberts 
Banks-southeast 
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Who Covers Business 
Insurance From A fo Z? 

Zurich-American. We cover business after business. 
Inside and out. Front to back. Start to finish. In short, 
we make it our business to know yours. 

It's a special approach. One that enables us to pro- 
vide creative solutions to your insurance needs. And to 
follow through with truly helpful, dependable service. 

What's more, as part of the worldwide Zurich 
Insurance Group, with offices and experience in over 
70 countries, we have the capacity to make a world of 
difference for you at home or abroad. 

So make sure you're covered from A-Z. Just ask 
about Z-A. Zurich-American. 

ZUWCH-AMERICAN 
^      INSURANCE GROUP 

American Creativity. Swiss Dependability. 
Zurich Insurance Company'American Guarantee and Liability Insurance Company • Executive Offices. Schaumburg. IL 60196 

A MEMBER OF THE WORLDWIDE ZURICH INSURANCE CROUP 

I 



At age 59, this is how Irv and Lillian Beck look 



But this is how they feel. 

The way people look at 59 is no indi- 
cation of how they feel. And no one knows 
that better than the magazine called "New 
Choices For The Best Years." 

We know these people not only have 
more money to spend, but more time to 
spend it. Which is precisely what they do. 
On everything from vocations to vacations. 
And even those who've retired from work, 
haven't retired from life. 

Hew Choices 
R.THE-BEST-YEARS 

The magazine for people who are 
young for their age. 



Where to find The Forbes 500s 
First Bancorporatiou of Ohio 
106 South Main Street 
Akron, OH 44308 
216-384-8000 
CEO: Howard L Flood 
Banks-north centra) 

First Federal of Michigan 
1001 Woodward Avenue 
Detroit, MI 48226 
313-965-1400 
CEO: James A Aliber 
Banks-thrift institutions 

First Union 
Two First Union Center 
Charlotte, NC 28288-0570 
704-374-6565 
CEO: Edward E Crutchfield Jr 
Banks-southeast 

First Bank System 
PO Box 522 
Minneapolis, MN 55480 
612-370-5100 
CEO: Dewalt H Ankeny Jr 
Banks-north central 

First Fidelity Bancorp 
550 Broad Street 
Newark, NJ 07102 
201-565-3200 
CEO: Robert R Ferguson Jr 
Banks-mid-Atlantic 

First Virginia Banks 
6400 Arlington Boulevard 
Falls Church, VA 22046 
703-241-4000 
CEO: Robert H Zalokar 
Banks-mid-Atlantic 

First Capital 
PO Box 291 
Jackson, MS 39205-0291 
601-354-5111 
CEO: Frank R Day 
Banks-south central 

First Florida Banks 
PO Box 1810 
Tampa, FL 33601-4016 
813-224-1111 
CEO: A Bronson Thayer 
Banks-southeast 

First Wachovia 
PO Box 3099 
Winston-Salem, NC 27150 
919-770-5000 
CEO: John G Medlin Jr 
Banks-southeast 

First Capital Holdings 
1900 Avenue of the Stars 
Los Angeles, CA 90067 
213-551-1000 
CEO: Robert I Weingarten 
Insurance-life & health 

First Hawaiian 
PO Box 3200 
Honolulu, HI 96847 
808-525-7000 
CEO: John D Bellinger 
Banks-western 

Firstar (formerly First Wisconsin) 
PO Box 532 
Milwaukee, WI 53201 
414-765-4321 
CEO: John HHendeeJr 
Banks-north central 

First Chicago 
One First National Plaza 
Chicago, IL 60670 
312-732-4000 
CEO: Barry F Sullivan 
Banks-multinational 

First Interstate Bancorp 
PO Box 54068 
Los Angeles, CA 90054 
213-614-3001 
CEO: Joseph J Pinola 
Banks-western 

Fleet/Norstar Financial 
50 Kennedy Plaza 
Providence, RI 02903 
401-278-5800 
CEO: J Terrence Murray 
Banks-northeast 

First Citizens BancShares 
PO Box 151 
Raleigh, NC 27602 
919-755-7000 
CEO: Lewis R Holding 
Banks-southeast 

First National Cincinnati 
425 Walnut Street 
Cincinnati, OH 45202 
513-632-4000 
CEO: Oliver W Waddell 
Banks-north central 

Fleetwood Enterprises 
PO Box 7638 
Riverside, CA 92523 
714-351-3500 
CEO: John C Crean 
Automotive-autos & trucks 
Building-residential 

First City Bancorp of Texas 
1001 Main Street 
Houston, TX 77002 
713-658-6011 
CEO: A Robert Abboud 
Banks-south central 

First of America Bank 
108 East Michigan Avenue 
Kalamazoo, MI 49007 
616-383-9000 
CEO: Daniel R Smith 
Banks-north central 

Fleming Cos 
PO Box 26647 
Oklahoma City, OK 73126-0647 
405-840-7200 
CEO: E Dean Werries 
Food-wholesalers 

First Commerce 
PO Box 60279 
New Orleans, LA 70160 
504-561-1371 
CEO: Ian Amof 
Banks-south central 

First Pennsylvania 
PO Box 7558 
Philadelphia, PA 19101-7558 
215-786-5000 
CEO: George A Butler 
Banks-mid-Atlantic 

Florida Federal Savings Bank 
PO Box 1509 
St Petersburg, FL 33731 
813-893-1131 
CEO: John W Sapanski 
Banks-thrift institutions 

,>ire State 
Plaza 

V 14240 

First Security 
PO Box 30006 
Salt Lake City, IT 84130 
801-350-6000 
CEO: Spencer F Eccles 
Banks-westem 

Florida National Banks of Florida 
PO Box 689 
Jacksonville, FL 32201-0689 
904-359-5111 
CEO: John D Uible 
Banks-southeast 

Firs' 1 
PO 
Ingle wood, C 
213-312-1000 
CEO: Frc,, 
Insurance-life I 

First Tennessee National 
PO Box 84 
Memphis, TN 38101 
901-523-4444 
CEO: Ronald Terry 
Banks-southeast 

Florida Progress 
PO Box 33042 
St Petersburg, FL 33733 
813-894-8141 
CEO: Andrew H Hines Jr 
Electric utilities-southeast 
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Tandy Computers: The broadest line of PCs in America* 
         /                  1. 
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The 
HP 1    ® 
Tandy 
4000LX 

T««n.. 
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Get the power 
and performance 

of Intel's 80386 
...at 20 MHz. 

lb streamline your heavy business 
workload, turn to the Tandy 4000 LX. 
With its 32-bit Intel® 80386 micro- 
processor operating at 20 MHz, the 
4000 LX delivers new performance to 
database management and sophisti- 
cated computer-aided design. 

Two megabytes of zero wait-state 
memory make the 4000 LX ready to 
use with MS® OS/2, as well as MS- 
DOS® software. With this much 
memory standard, the Tandy 4000 LX 
is also ready to use as the hub of a 
Dowerful multiuser office system run- 
ling SCO™ XENIX® software. And as 

a network file server in a 3Com® 
workgroup, the 4000 LX provides 20 
MHz performance for exceptionally 
high-speed data transfer. 

The Tandy 4000 LX is highly ex- 
pandable. Three front-panel device 
slots and eight expansion slots give 
power users the flexibility needed in 
configuring the optimum system. 

The Tandy 4000 LX complements 
our Tandy 4000—a 386™ machine op- 
erating at 16 MHz. The one-megabyte 
Tandy 4000 is the cost-effective solu- 
tion for many of today's high perform- 
ance applications. 

The new generation Tandy 4000 
LX. From the best-selling family of 
PC compatibles made in America. 

Send me a 1989 RSC-20 
computer catalog. 

Mail to Radio Shack, Dept 89-A-1164 
300 One Tandy Center, Fort Worth, TX 76102 

Name 

Company 

Address 

City State 

7IP Phone 

1 
I 
I 
I 

indy Computers: Because there is no better value™ Radio /hack 
ntel/Reg TM and 386/TM Intel Corp MS. MS-DOS and XENIX/Reg TM Microsoft Corp 
"C0/TM The Santa Cruz Operation, 3Com/Reg, TM 3Com Corp, COMPUTER CENTERS 

A DIVISION OF TANDY CORPORATION 
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Where to find The Forbes 500s                            1 
Fluor 
3333 Mkhelson Drive 
Irvine, CA 92730 
714-975-2000 
CEO: David S Tappan Jr 
Buiiding-commerdai & residential 

Gannett 
PO Box 7858 
Washington, DC 20044 
703-284-6000 
CEO: John J Curley 
Communications-publishing 

General Motors 
3044 West Grand Boulevard 
Detroit, MI 48202 
313-556-5000 
CEO: Roger B Smith 
Automotive-autos & trucks 

FMC 
200 East Randolph Drive 
Chicago, IL 60601 
312-861-6000 
CEO: Robert H Malott 
Chemicals-diversified 
Aerospace & defense 

Gap 
PO Box 60 
San Bruno, CA 94066 
415-952-4400 
CEO: Donald G Fisher 
Retailing-apparel 

General Public Utilities 
100 Interpace Parkway 
Parsippany, NJ 07054-1149 
201-263-6500 
CEO: Standley H Hoch 
Electric utilities-northeast 

Food Lion 
PO Box 1330 
Salisbury, NC 28145-1330 
704-633-8250 
CEO: Tom E Smith 
Food-regional supermarkets 

Geico 
Geico Plaza 
Washington, DC 20076 
301-986-3000 
CEO: William B Snyder 
Insurance-property & casualty 

General Re 
PO Box 10351 
Stamford, CT 06904-2351 
203-328-5000 
CEO: Ronald E Ferguson 
Insurance-diversified 

Ford Motor 
PO Box 1899 
Dearborn, MI 48121 
313-322-3000 
CEO: Donald E Petersen 
Automotive-autos & trucks 

GenCorp 
175 Ghent Road 
Fairlawn, OH 44313-3300 
216-869-4200 
CEO: A William Reynolds 
Aerospace & defense 

General Signal 
PO Box 10010 
Stamford, CT 06904 
203-357-8800 
CEO: Edmund M Carpenter 
Heavy equipment 
Electronics-equipment/Electrical equipment 

Fortune Financial Group 
PO Box 6100 
Clearwater, FL 34618-6100 
813-538-1000 
CEO: John B Sweger 
Banks-thrift institutions 

Genentech 
460 Point San Bruno Boulevard 
South San Francisco, CA 94080 
415-266-1000 
CEO: Robert A Swanson 
Health-drugs 

Genuine Parts 
2999 Circle 75 Parkway 
Atlanta, GA 30339 
404-953-1700 
CEO: Wilton Looney 
Automotive-auto parts 

Fourth Financial 
PO Box 4 
Wichita, KS 67201-0004 
316-261-4444 
CEO: Jordan L Haines 
Banks-north central 

General Cinema 
27 Boylston Street 
Chestnut Hill, MA 02167 
617-232-8200 
CEO: Richard A Smith 
Retailing-department stores 
Beverages & tobacco-soft dnnks 

Georgia Gulf 
PO Box 105197 
Atlanta, GA 30348 
404-395-4500 
CEO: James R Kuse 
Chemicals-specialized 

FPL Group 
PO Box 088801 
North Palm Beach, FL 33408-8801 
407-694-6300 
CEO: fames L Broadhead 
Electric utilities-southeast 
Insurance-diversified 

General Dynamics 
Pierre Laclede Center 
St Louis, MO 63105-1861 
314-889-8200 
CEO: Stanley C Pace 
Aerospace & defense 

Georgia-Pacific 
133 Peachtree Street NE 
Atlanta, GA 30303 
404-521-4000 
CEO: T Marshall Hahn Jr 
Building-lumber 
Paper 

Freeport-McMoRan 
PO Box 61119 
New Orleans, LA 70161 
504-582-4000 
CEO: James R Moffett 
Chemicals-specialized 

General Electric 
3135 Easton Turnpike 
Fairfield, CT 06431 
203-373-2211 
CEO: John F Welch Jr 
Aerospace & defense 
Consumer-appliances/Electrical equipment 

Gerber Products 
445 State Street 
Fremont, MI 49412 
616-928-2000 
CEO: David W Johnson 
Food processors-branded foods 
Clothing-apparel & textiles 

Fruchauf 
10900 Harper 
Detroit, Ml 48213 
313-?f,"'-l 

General Instrument 
767 Fifth Avenue 
New York, NY 10153-0082 
212-207-6200 
CEO: Frank G Hickey 
Electronics-equipment 

Giant Food 
PO Box 1804 
Washington, DC 20013 
301-341-4100 
CEO: Israel Cohen 
Food-regional supermarkets 

■ 

General Mills 
PO Box 1113 
Minneapolis, MN 55440 
612-540-2311 
CEO: H Brewster Atwater Jr 
Food processors-branded foods 

rcsuurant chains 

Gibraltar Financial 
9111 Wilshire Boulevard 
Beverly Hills, CA 90210-5555 
213-278-8720 
CEO: James N Thayer 
Banks-thrift institutions 
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MAYBE IT S TIME 
YOU KEPT AN EYE 

ON ALLTEL. 

Our merger with CP National creates a 
billion-dollar company with a lot of new friends. 

In communities across seven 
states from Texas to Oregon, 
134,000 customers are getting 
acquainted with ALLTEL. 

The merger with CP National, 
the California-based communica- 
tions, energy and manufacturing 
company broadens our reach 
from coast to coast. Enlarges our 
revenues by one-fourth to over 
$1 billion. And further expands 
our operations. 

Telephone service, our core 
business, now numbers 1.1 mil- 
lion customers. And to ALLTELs 

ALLTEL Corporation 
Twelve Months Ended Dec. 31, 1988 

Assets  $2.2 billion 
Revenues and Sales $1.1 billion 
Reported 

Net Income  $125 million 
Earnings Per Share $2.91 

From Operations* 
Net Income $134 million 
Earnings Per Share  $3.13 

Dividend Rate $1.72 
Average Common 

Shares Outstanding . .42.3 million 
'Excludes One-Time Adjustments 
Ticker Symbol: AT Listed on the New York 
and Pacific Stock Exchanges. 

ALLTEL Corporation, 100 Executive 
Parkway, Dept. F, Hudson, OH 44236. 

CORPORATION 
Excellence in Telecommunications 

growing role in cellular mobile 
phones, wide-area paging, long- 
distance service and equipment 
supply, we can now add advanced 
electronic systems for the U.S. 
Navy and air traffic control sys- 
tems used worldwide. 

ALLTELs performance in- 
cludes 28 consecutive annual 
dividend hikes, and a 29 percent 
average total return that is nine 
points higher than our peer group 
average. For a closer look at us, 
write for a copy of our latest 
annual report. 



Where to find The Forbes 500s                           1 
Gillette 
Prudential Tower Buiiding 
Boston, MA 02199 
617-421-7000 
CEO: Colman M Mockler fr 
Consumer-household & personal products 

Great American Management & Investment 
Two North Riverside Plaza 
Chicago, IL 60606 
312-648-5656 
CEO: Samuel Zell 
Chemicals-specialized 

Gulf & Western 
One Gulf & Western Plaza 
New York, NY 10023-7780 
212-373-8000 
CEO: Martin S Davis 
Leisure-entertainment/Finance-services 
Communications-publishing 

PH Glatfelter 
228 South Main Street 
Spring Grove, PA 17362-0500 
717-225-4711 
CEO: Thomas C Morris 
Paper 

Great Atlantic & Pacific Tea 
2 Paragon Drive 
Montvale, NJ 07645 
201-573-9700 
CEO: James Wood 
Food-major supermarkets 

Gulf States Utilities 
PO Box 2951 
Beaumont, TX 77704 
409-838-6631 
CEO: E Linn Draper Jr 
Electric utilities-south central 

GlenFed 
PO Box 1709 
Glendale, CA 91209 
818-500-2000 
CEO: Norman M Coulson 
Banks-thrift institutions 

Great Lakes Bancorp FSB 
PO Box 8600 
Ann Arbor, MI 48107-8600 
313-769-8300 
CEO: Roy E Weber 
Banks-thrift institutions 

Halliburton 
500 North Akard Street 
Dallas, TX 75201-3391 
214-978-2600 
CEO: Thomas H Cruikshank 
Energy-oilfield services 
Building-commercial & residential 

Golden West Financial 
1901 Harrison Street 
Oakland, CA 94612 
415-446-3420 
CEO: Herbert M Sandler 
Banks-thrift institutions 

Great Lakes Chemical 
PO Box 2200 
West Lafayette, IN 47906 
317-497-6100 
CEO: Emerson Kampen 
Chemicals-specialized 

MA Hanna 
1301 East 9th Street 
Cleveland, OH 44114-1824 
216-589-4000 
CEO: Martin D Walker 
Chemicals-specialized 

Goldome 
One Fountain Plaza 
Buffalo, NY 14203-1499 
716-847-5800 
CEO: Ross B Kenzie 
Banks-thrift institutions 

Great Northern Nekoosa 
PO Box 5120 
Norwalk, CT 06856-5120 
203-845-9000 
CEO: William R Laidig 
Paper 

Hanover Insurance Cos 
100 North Parkway 
Worcester, MA 01605-1396 
508-853-7200 
CEO: William J O'Brien 
Insurance-property & casualty 

BF Goodrich 
3925 Embassy Parkway 
Akron, OH 44313 
216-374-2000 
CEO: John D Ong 
Chemicals-diversified 

Great Western Financial 
8484 Wilshire Boulevtrd 
Beverly Hills, CA 90211 
213-852-3411 
CEO: James F Montgomery 
Banks-thrift institutions 

Harcourt Brace Jovanovich 
Orlando, FL 32887 
305-345-2000 
CEO: Ralph D Caulo 
Communications-publishing 
Insurance-diversified 

Goodyear Tire & Rubber 
1144 East Market Street 
Akron, OH 44316-0001 
216-796-2121 
CEO: Tom H Barrett 
Automotive-auto parts 

Greater New York Savings Bank 
One Penn Plaza 
New York, NY 10119 
212-613-4000 
CEO: Charles J Ohhg 
Banks-thrift institutions 

Hams Corp 
1025 West Nasa Boulevard 
Melbourne, FL 32919 
407-727-9100 
CEO: John T Hartley 
Aerospace &. defense 
Electronics-computers 

WR Grace 
1114 Avenue of the Americas 
New York, NY 10036-7794 
212-819-5500 
CEO: I Peter Grace 
Chemicals-specialized 

Greyhound 
Greyhound Tower 
Phoenix, AZ 85077 
602-248-4000 
CEO: John W Teets 
Consumer-household &. personal products 
Automotive-autos &. trucks 

Hawaiian Electric Industries 
PO Box 730 
Honolulu, HI 96808-0730 
808-543-5662 
CEO: C Dudley Pratt Jr 
Electric utilities-westem 

WV Grainger 
ward Street 

■ 

Grumman 
1111 Stewart Avenue 
Bethpage, NY 11714-3580 
516-575-0574 
CEO: John O'Brien 
Aerospace &. defense 

HJ Heinz 
PO Box 57 
Pittsburgh, PA 15230-0057 
412-456-5700 
CEO: Anthony J F O'Reilly 
Food processors-branded foods 

Gret' 

Sa;     1 
619 
CEO    . 
Ban' 

GTE 
One Stamford Forum 
Stamford, CT 06904 
203-965-2000 
CEO James L Johnson 
Telecommunications-carriers 

Henley Group 
Liberty Lane 
Hampton, NH 03842 
603-926-5911 
CEO: Michael D Dingman 
Health-medical supplies 
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The Power Of The Pacific. 
Performance. Consistency Stability 

Our principal com- 
mitment is to the 
financial success of 
our customers. 
With innovative 
products and in- 
sightful strategies. 
Delivering superior 
performance in 
Personal Financial 
Services, Employee 
Benefits, and Asset 
Management. 

This successful 
philosophy ranks 
us among the top 
financial institu- 
tions in America. 
With $27 billion of 
assets under man- 
agement and more 
than $25 billion of 
life insurance in 
force. Standard & 

Poor's AAA rated. 
A.M. Best A+ rated. 

Providing stability 
for our customers 
since 1868. 
Performance. 

Consistency. 
Stability. Demand 
it. And get it from 
Pacific Financial 
Companies. The 
Power of the Pacific. 

PACIFIC MUTUAL 

PACIFIC FINANCIAL 
COMPANIES 

THE POWER OF THE PACIFIC 

1 800 544-3600 
700 Newport Center Drive, Newport Beach, CA 92660 



Where to find The Forbes 500s 
Hercuk.js Home Depot Hubbell 
Hercules Plaza 2727 Paces Ferry Road PO Box 549 
Wilmington, DE 19894 Atlanta, GA 30339 Orange, CT 06477-4024 
302-594-5000 404-433-8211 203-799-4100 
CEO: David S Holhngs worth CEO: Bernard Marcus CEO: G J Ratcliffe Jr 
Chemicals-diversified Retailing-miscellaneous Electrical equipment 
Aerospace & defense 

Hershey Foods Home Group Humana 
PO Box 810 59 Maiden Lane PO Box 1438 
Hershey, PA 17033-0810 New York, NY 10038 Louisville, KY 40201-1438 
717-534-4030 212-530-6800 502-580-1000 
CEO: Richard A Zimmerman CEO: Marshall Manley CEO: David A Jones 
Food processors-branded foods Insurance-property & casualty 

Banks-thrift institutions 
Health-services 

Hewlett-Packard HomeFed (formerly Home Federal S&L) Huntington Bancshares 
3000 Hanover Street 625 Broadway 41 South High Street 
Palo Alto, CA 94304 San Diego, CA 92101 Columbus, OH 43287 
415-857-1501 619-699-8000 614-476-8300 
CEO: John A Young CEO: Kim Fletcher CEO: Frank Wobst 
Electronics-computers Banks-thrift institutions Banks-north central 

Hibemia Homestake Mining ICH 
PO Box 61540 650 California Street 4211 Nor bourne Boulevard 
New Orleans, LA 70161 San Francisco, CA 94108-2788 Louisville, KY 40207 
504-586-5336 415-981-8150 502-897-1861 
CEO: Martin C Miler CEO: Harry M Conger CEO: Robert T Shaw 
Banks-south central Metals-nonferrous Insurance-life & health 

Hillenbrand Industries Homestead Financial Illinois Power 
Highway 46 979 Broadway 500 South 27th Street 
Batesville, IN 47006 Millbrae, CA 94030 Decatur, IL 62525 
812-934-7000 415-692-9940 217-424-6600 
CEO: Daniel A Hillenbrand CEO: Lawrence Weissberg CEO: Wendell J Kelley 
Health-medical supplies Banks-thrift institutions Electric utilities-north central 
Consumer-household & personal products Natural gas-distributors 

Hills Department Stores Honeywell Illinois Tool Works 
15 Dan Road PO Box 524 8501 West Higgins Road 
Canton, MA 02021-9128 Minneapolis, MN 55440 Chicago, IL 60631-2887 
617-821-1000 612-870-5200 312-693-3040 
CEO: Stephen A Goldberger CEO: James J Renier CEO: John D Nichols 
Retailing-discount & variety Aerospace & defense/Electronics-equipment 

Service & related products-industrial 
Heavy equipment 

Hilton Hotels Geo A Hormel IMC Fertilizer Group 
PO Box 5567 PO Box 800 2315 Sanders Road 
Beverly Hills, CA 90209-5567 Austin, MN 55912 Northbrook, IL 60062 
213-278-4321 507-437-5611 312-564-8600 
CEO: Barron Hilton CEO: Richard L Knowlton CEO: Billie B Turner 
Leisure-hotels & gaming Food processors-meatpacking Chemicals-specialized 

Himont Household International Imperial Corp of America 
PO Box 15439 2700 Sanders Road PO Box 23036 
Wilmington, DE 19850-5439 Prospect Heights, IL 60070 San Diego, CA 92123-0036 
302-996-6000 312-564-5000 619-292-3900 
CEO: Alexander F Giacco CEO: Donald C Clark CEO: Kenneth J Thygerson 
Chemicals-specialized Finance-services Banks-thrift institutions 

Holiday Houston Industries Independence Bancorp 
1023 Cherry Road PO Box 4567 One Hillendale Road 
Memphis, TN 38117 Houston, TX 77210 Perkasie, PA 18944 
901-762-8600 713-629-3000 215-257-2402 

1 D Rose CEO: Don D Jordan CEO: R Roy Hager 
lining Electric utilities-south central Banks-mid-Atlantic 

Howard Savings Bank Indiana National 
200 South Orange Avenue One Indiana Square 

\ Livingston, NJ 07039 Indianapolis, IN 46266 
001 201-533-7400 317-266-6000 
CEO: R CEO: Donald F McCormick CEO: Thomas M Miller 
Food ,:,. Banks-thrift institutions Banks-north central 
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A NEW DIMENSION 
Mack®CH600. Technology takes a quantum leap in the first new truck designed for 
he '90s. And beyond. It's a new dimension in room, comfort and performance for 
leavy-duty highway hauling. Every inch built with Balanced Design, from its totally 
lew chassis and cab to its integrated sleepers and unified aerodynamics. See the 
3H600 at your Mack dealer. It's not just a new shape. It's a whole new dimension. 

.uy\', 

TRUCKS 

9 '^P 

■ 

E1C3 m - 
* 

IIFII 
|HE ONLY BELT     ^Registered trademarks of Mack Trucks. Inc 

on THE ROAD I    e 1989. Mack Trucks. Inc 



Where to find The Forbes 500s 
Ingersoll-Rand 
200 Chestnut Ridge Road 
Woodcliff Lake, NJ 07675 
201-573-0123 
CEO: Theodore H Black 
Heavy equipment 

International Multifoods 
Box 2942 
Minneapolis, MN 55402 
612-340-3300 
CEO: Andre Gillet 
Food processors-commodities 
Food-wholesalers 

K mart 
3100 West Big Beaver Road 
Troy, MI 48084 
313-643-1000 
CEO: Joseph E Antonini 
Retailing-discount & variety 

Inland Steel Industries 
30 West Monroe Street 
Chicago, 1L 60603 
312-346-0300 
CEO: Frank VV Luerssen 
Metals-steel 

International Paper 
Two Manhattanville Road 
Purchase, NY 10577 
914-397-1500 
CEO: John A Georges 
Packaging 
Paper 

Kansas City Power & Light 
PO Box 418679 
Kansas City, MO 64141-9679 
816-556-2200 
CEO: A Drue Jennings 
Electric utilities-north central 

Integra Financial 
Four PPG Place 
Pittsburgh, PA 15222-5408 
412-644-8184 
CEO: William F Roemer 
Banks-mid-Atlantic 

Ipalco Enterprises 
PO Box 1595 
Indianapolis, IN 46206-1595 
317-261-8261 
CEO: Zane G Todd 
Electric utilities-north central 

Kansas Gas & Electric 
PO Box 208 
Wichita, KS 67201-0208 
316-261-6611 
CEO: Wilson K Cadman 
Electric utilities-north central 

Integrated Resources 
666 Third Avenue 
New York, NY 10017 
212-551-6000 
CEO: Arthur H Goldberg 
Insurance-life & health 
Finance-services 

Itel 
2 North Riverside Plaza 
Chicago, IL 60606 
312-902-1515 
CEO: Samuel Zell 
Electronics-equipment 

Kansas Power & Light 
PO Box 889 
Topeka, KS 66601 
913-296-6300 
CEO: David S Black 
Natural gas-distributors 
Electric utilities-north central 

Intel 
3065 Bowers Avenue 
Santa Clara, CA 95052-8131 
408-765-8080 
CEO: Andrew S Grove 
Electronics-semiconductors 

ITT 
320 Park Avenue 
New York, NY 10022 
212-752-6000 
CEO: Rand V Araskog 
Conglomerates 
Insurance-diversified 

Kellogg 
PO Box 3599 
Battle Creek, MI 49016-3599 
616-961-2000 
CEO: William E LaMothe 
Food processors-branded foods 

Interco 
101 South Hanley Road 
St Louis, MO 63105 
314-863-1100 
CEO: Harvey Saligman 
Consumer-home furnishings 
Retailing-shoes/Clothing-apparel & textiles 

James River Corp of Virginia 
PO Box 2218 
Richmond, VA 23217 
804-644-5411 
CEO: Brenton S Halsey 
Paper 
Packaging 

Kemper 
Kemper Center 
Long Grove, IL 60049-0001 
312-540-2000 
CEO: Joseph E Luecke 
Insurance-diversified 

Intergraph 
One Madison industrial Park 
Huntsville, AL 35807-4201 
205-772-2000 
CEO: James W Meadlock 
Electronics-computers 

Jefferson-Pilot 
PO Box 21008 
Greensboro, NC 27420 
919-378-2011 
CEO: W Roger Soles 
Insurance-life & health 

Kentucky Utilities 
One Quality Street 
Lexington, KY 40507 
606-255-1461 
CEO: John T Newton 
Electric utilities-southeast 

International Business Machines 
Old Orchard Road 
Armonk, NY 10504 
914-765-1900 
CEO: John F Akers 
Electronics-computers 

Jefferson Smurfit 
PO Box 66820 
St Louis, MO 63166 
314-746-1100 
CEO: Michael W J Smurfit 
Packaging 

Kerr-McGee 
PO Box 25861 
Oklahoma City, OK 73125 
405-270-1313 
CEO: Frank A McPherson 
Energy-domestic oil, gas & coal 

International Flavors & Fragrances 
West 57th Street 

!:. NY 10019 

' Crisanti 

Johnson & Johnson 
One Johnson & Johnson Plaza 
New Brunswick, NJ 08933 
201-524-0400 
CEO: Ralph S Larsen 
Consumer-household & personal products 
Health-medical supplies 

KeyCorp 
PO Box 88 
Albany, NY 12201-0088 
518-486-8000 
CEO: Victor J Riley Jr 
Banks-northeast 

Intei.                                        nital 

Noi 
312- 
CEO: Gee: 
Chemir 

Johnson Controls 
PO Box 591 
Milwaukee, WI 53201 
414-228-1200 
CEO: James H Keyes 
Automotive-auto parts 
Services & related products-industrial 

Kimberly-Clark 
PO Box 619100 
Dallas, TX 75261-9100 
214-830-1200 
CEO: Darwin E Smith 
Consumer-household & personal products 
Paper 

370                                                                                                                                                                                                                                  FORBES, MAY 1, 1989 



In 1927, when "The Lone Eagle" braved the Atlantic, Allendale 
had been a risk taker for 92 years. 

When the Spirit of St. Louis touched down in Paris, 
Allendale had already established a North American pres- 
ence serving companies across the country for 92 years. 

Today at Allendale, we continue to shape the history of 
loss control with engineering, training, research and testing, 
responsiveness and fairness in the way we do business. 

Throughout the years we've been more than an ordi- 

nary insurance company. Commitment to our insureds 
goes well beyond the property coverages we provide. 

After a century and a half, that part of our philosophy 
is not about to change. Allendale Insurance, PO. Box 
7500, Johnston, Rhode Island 02919. 
Allendale Insurance/Factory Mutual System 
Over 150 years of progress and stability. 



Where to find The Forbes 500s 
Kinder-Care Liz Claiborne Louisiana-Pacific 
2400 Presidents Drive 1441 Broadway HI Southwest Fifth Avenue 
Montgomery, AL 36116 New York, NY 10018 Portland, OR 97204 
205-277-5090 212-354-4900 503-221-0800 
CEO: Perry Mendci CEO: Elisabeth C Ortenberg CEO: Harry A Merlo 
Services & related products-office Clothing-apparel & textiles Building-lumber 
Banks-thrift institutions 

Knight-Ridder Lockheed Louisville Gas & Electric 
One Herald Plaza 4500 Park Granada Boulevard PO Box 32010 
Miami, FL 33132-1693 Calabasas, CA 91399-0610 Louisville, KY 40232 
305-376-3800 818-712-2000 502-566-4011 
CEO: James K Batten CEO: Daniel M Tellep CEO: Robert L Royer 
Communications-publishing Aerospace & defense Electric utilities-southeast 

Natural gas-distributors 

Kroger Loews Lowe's Cos 
1014 Vine Street 667 Madison Avenue Box 1111 
Cincinnati, OH 45202-1119 New York, NY 10021-8087 No Wilkesboro, NC 28656-0001 
513-762-4000 212-545-2000 919-651-4000 
CEO: Lyle Everingham CEO: Laurence A Tisch CEO: Leonard G Herring 
Food-major supermarkets Insurance-diversified 

Beverages & tobacco-tobacco 
Retai ling-miscellaneous 

Lafarge Lomas Financial LTV 
PO Box 4600 (formerly Lomas & Nettleton Financial) PO Box 65 5003 
Reston, VA 22090 PO Box 655644 Dallas, TX 75265-5003 
703-264-3600 Dallas, TX 75265-5644 214-979-7711 
CEO: Robert W Murdoch 214-746-7111 CEO: Raymond A Hay 
Building-cement & gypsum CEO: Jess T Hay Metals-steel 

Finance-services Aerospace & defense 

Liberty National Bancorp Lone Star Technologies Lubrizol 
PO Box 32500 PO Box 35888 29400 Lakeland Boulevard 
Louisville, KY 40232 Dallas, TX 75235-0888 Wickliffe, OH 44092-2298 
502-566-2000 214-352-3981 216-943-4200 
CEO: Frank B Hower Jr CEO: Wm Howard Beasley HI CEO: Lester E Coleman 
Banks-southeast Metals-steel Chemicals-specialized 

Eli Lilly Long Island Lighting Mack Trucks 
Lilly Corporate Center 175 East Old Countrv Road PO Box M 
Indianapolis, IN 46285 Hicksville, NY 11801 Allentown, PA 18105-5000 
317-276-2000 516-933-4590 215-439-3011 
CEO: Richard D Wood CEO: William ] Catacosinos CEO: John B Curcio 
Health-drugs Electric utilities-northeast Automotive-autos & trucks 

Limited Longs Drug Stores Manufacturers Hanover 
PO Box 16000 PO Box 5222 270 Park Avenue 
Columbus, OH 43216 Walnut Creek, CA 94596 New York, NY 10017 
614-475-4000 415-937-1170 212-286-6000 
CEO: Leslie H Wexner CEO: Robert M Long CEO: |ohn F McGillicuddy 
Retailing-apparel Retailing-drugs Banks-multinational 

UN Broadcasting Longview Fibre Manufacturers National 
1370 Avenue of the Americas Box 639 Renaissance Center 
New York, NY 10019 Longview, WA 98632 Detroit, MI 48243 
212-765-1902 206-425-1550 313-222-4000 
CEO: Donald A Pels CEO: Richard P Wollenberg CEO: Dean E Richardson 
Communications-broadcasting & services Packaging 

Paper 
Banks-north central 

Lincoln National Loral Manville 
POBox 1110 600 Third Avenue PO Box 5108 
Fort Wayne, IN 46801 New York, NY 10016 Denver, CO 80217-5108 

1   -- 212-697-1105 303-978-2000 
-jid CEO: Bernard L Schwartz CEO: W Thomas Stephens 

Aerospace & defense Building-miscellaneous materials 

Louisiana Land & Exploration Mapco 
PO Box 60350 PO Box 645 

, New Orleans, LA 70160 Tulsa, OK 74101-0645 
504-566-6500 918-581-1800 

CEO CEO: H Leigh ton Steward CEO: James E Barnes 
Aero^ Energy-domestic oil, gas & coal Energy-domestic oil, gas & coal 
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if) J ith Norfolk Southern, the search for new 
\jCs industrial sites is far less harrowing. The 

Thoroughbred of Transportation has thorough 
knowledge of potential sites in its region. Its 
industrial development experts know how to 
match available resources with your needs—from 
access to highway systems or navigable waterways 
to special utility services. They'll find areas where 
the work force is right. They'll do it efficiently. 
In confidence. 

PATHFINDER. 

Once your site is selected, you'll have access 
to Norfolk Southern's far-reaching rail system 
and all the benefits of Thoroughbred Service: 
excellent equipment and quick responses to 
your needs. 

For more information, and a copy of our 
Capabilities brochure, call John Anderson, 
Norfolk Southern's Assistant Vice President, 
Industrial Development, at (404)529-1591. With 
the pathfinder, exploring new terrain is easy. 

H ^ 
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Where to find The Forbes 500s                           ' 
MarioD Laboratories 
PO Box 8480 
Kansas City, MO 64114-0480 
816-966-4000 
CEO: Fred W Lyoas Jr 
Health-drugs 

MBIA 
PO Box 788 
White Plains, NY 10602 
914-681-1300 
CEO: William O Bailey 
Finance-services 

Medtronic 
7000 Central Avenue NE 
Minneapolis, MN 55432-3576 
612-574-4000 
CEO: Winston R Wallin 
Health-medical supplies 

Marriott 
One Marriott Drive 
Washington, DC 20058 
301-380-9000 
CEO: I WiUard Marriott Jr 
Food wholesalers 
Leisure-hotels & gaming 

MCA 
100 Universal City Plaza 
Universal City, CA 91608 
818-777-1000 
CEO: Lew R Wasserman 
Leisure-entertainment 

Mellon Bank 
Mellon Bank Center 
Pittsburgh, PA 15258 
412-234-5000 
CEO: Frank V Cahouet 
Banks-mid-Atlantic 

Marsh & McLennan Cos 
1221 Avenue of the Americas 
New York. NY 10020 
212-997-2000 
CEO  Frank J Tasco 
Insurance-brokers 

McCaw Cellular Communications 
PO Box 97060 
Kirkland, WA 98083-9760 
206-827-4500 
CEO: Craig O McCaw 
Telecommunications-carriers 

Melville 
3000 Westchester Avenue 
Harrison, NY 10528 
914-253-8000 
CEO: Stanley P Goldstein 
Retailing-apparel 

Marshall & Ilsley 
770 North Water Street 
Milwaukee, WI 53202 
414-765-7801 
CEO lohn A Puelicher 
Banks-north central 

McDonald's 
McDonald's Plaza 
Oak Brook, IL 60521 
312-575-3000 
CEO: Michael R Quinlan 
Retai ling-miscellaneous 

Mercantile Bancorporation 
PO Box 524 
St Louis, MO 63166 
314-425-2525 
CEO: Thomas H la cob sen 
Banks-north central 

Martin Marietta 
6801 Rockledge Drive 
Bethesda, MD 20817 
301-897-6000 
CEO: Norman R Augustine 
Aerospace & defense 

McDonnell Douglas 
PO Box 516 
St Louis, MO 63166-0516 
314-232-0232 
CEO: |ohn F McDonnell 
Aerospace & defense 

Mercantile Bankshares 
PO Box 1477 
Baltimore, MD 21203 
301-237-5900 
CEO: H Furlong Baldwin 
Banks-mid-Atlantic 

Masco 
21001 Van Born Road 
Taylor, MI 48180 
313-274-7400 
CEO  Richard A Manoogian 
Building miscellaneous materials 

McGraw-Hill 
1221 Avenue of the Americas 
New York, NY 10020 
212-512-2000 
CEO: Joseph L Dionne 
Communications-publishing 

Mercantile Stores 
128 West 31st Street 
New York, NY 10001 
212-560-0500 
CEO: Leon F Winbigler 
Retailing-department stores 

Masco Industries 
21001 Van Born Road 
Taylor. Ml 48180 
313-274-7405 
CEO: Richard A Manoogian 
Automotive-auto parts 
Heavy equipment 

MCI Communications 
1133 19th Street NW 
Washington, DC 20036 
202-872-1600 
CEO: William G McGowan 
Telecommunications-carriers 

Merchants National 
One Merchants Plaza 
Indianapolis, IN 46255 
317-267-7000 
CEO: Otto N Frenzel m 
Banks-north central 

Maxicare Health Plans 
5200 West Century Boulevard 
Los Angeles, CA 90045 
213-568-9000 
CEO  Peter Ratican 
Health services 

McKesson 
One Post Street 
San Francisco, CA 94104 
415-983-8300 
CEO: Thomas W Field Jr 
Health-drugs 

Merck 
PO Box 2000 
Rahway, NJ 07065-0900 
201-574-4000 
CEO: P Roy Vagelos 
Health-drugs 

M»V Department Stores 
'eet 

. MO 63101 

at ■ 

MCorp 
PO Box 655415 
Dallas, TX 75265-5415 
214-290-5000 
CEO: Gene H Bishop 
Banks-south central 

Meridian Bancorp 
PO Box 1102 
Reading, PA 19603 
215-320-2000 
CEO: Samuel A McCullough 
Banks-mid-Atlantic 

\t\ 
515- 
CEO 

Mead 
Courthouse Plaza Northeast 
Dayton, OH 45463 
513-222-6323 
CEO: Bumell R Roberts 
Paper 
Packaging 

Meritor Financial Group 
1212 Market Street 
Philadelphia, PA 19107-4076 
215-636-6000 
CEO: Roger S Hillas 
Banks-thrift institutions 
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Datapro's 

1. Xerox 

i 

This year, you'll 
find us in all the 
best places. 

In a recent study, the leading publishers 
of computer and automated office sys- 
tems information compared 74 copiers 
for speed, ease of use, and copy quality. 

We thought you might be inter- 
ested in the results. 

First place to the Xerox 1090 
copier. Second place to the Xerox 5028, 
and third to the Xerox 1065. 

Naturally, we were pleased to 
see such a wide range of Xerox copiers 
make the list. But we weren't particu- 
larly surprised. After all. Team Xerox 
has always sef the standard in copy 

quality, productivity, and ease of use. 
That's what makes our copiers 

the best in the business. And, of course, 
they're backed by the best service and 
support in the business. 

But don't expect us to rest on 
our laurels. 

Because somebody's always 
trying to catch up with us. 

For more information about 
Xerox copiers, call 1-800-TEAM-XRX, 
Ext. 1010. 

I'd like to learn more about Xerox copiers 
□ Please send me more information about Xerox copiers. 
D Please have a sales representative contact me. 
Send this coupon to: 
Xerox Corporation. PO Box 24. Rochester. NY 14692 

CITY 0152-5-89 STATE 

Or call l-800-TEAM-XRX. Ext. 1010 
(1-800-832-6979. Ext. 1010.) 

XEROX' and 1090 502K. 1065 arc Irademarks of XEROX CORPORATION 
TEAM XEROX. WE DOCUMENT THE WORLD.    -Da.aprosWSHandvonCop.crEvaluanon 



Where to find The Forbes 500s                           1 
Merrill Lynch 
World Financial Center 
New York, NY 10281-1332 
212-449-1000 
CEO: William A Schreyer 
Finance-brokerage houses 

Mobil 
150 East 42nd Street 
New York, NY 10017-5666 
212-883-4242 
CEO: Allen E Murray 
Energy-international oil 

Multibank Financial 
100 Rustcraft Road 
Dedham, MA 02026 
617-461-1820 
CEO: David B Lynch 
Banks-northeast 

Metro Mobile CTS 
110 East 59th Street 
New York, NY 2 0022 
212-605-0800 
CEO: George L Lindemann 
Telecommunications-carriers 

Molex 
2222 Wellington Court 
Lisle, IL 60532-1682 
312-969-4550 
CEO: Frederick A Krehbiel 
Electronics-equipment 

Murphy Oil 
200 Peach Street 
El Dorado, AR 71730 
501-862-6411 
CEO: lack W McNutt 
Energy-domestic oil, gas & coal 

Fred Meyer 
PO Box 42121 
Portland, OR 97242-0121 
503-232-8844 
CEO: Frederick M Stevens 
Retailing-discount & variety 
Food-regional supermarkets 

Monarch Capital 
One Monarch Place 
Springfield, MA 01144 
413-781-3000 
CEO: Gordon N Oakes Jr 
Insurance-life & health 

Nalco Chemical 
One Nalco Center 
Naperville, IL 60566-1024 
312-961-9500 
CEO: Worley H Clark Jr 
Chemicals-specialized 

Michigan National 
27777 Inkster Road 
Fannington Hills, MI 48018 
313-473-8600 
CEO: Robert J Mylod 
Banks-north central 

Monsanto 
800 North Lindbergh Boulevard 
St Louis, MO 63167 
314-694-1000 
CEO: Richard J Mahoney 
Chemicals-diversified 

Nash Finch 
3381 Gorham Avenue 
St Louis Park, MN 55426 
612-929-0371 
CEO: Harold B Finch Jr 
Food-wholesalers 

Microsoft 
Box 97017 
Redmond, WA 98073-9717 
206-882-8080 
CEO: William H Gates III 
Services & related products-office 

Moore Financial Group 
PO Box 8247 
Boise, ID 83733 
208-383-7000 
CEO: Daniel R Nelson 
Banks-western 

National City 
1900 East Ninth Street 
Cleveland, OH 44114-3484 
216-575-2000 
CEO: Edward B Brandon 
Banks-north central 

Middle South Utilities 
PO Box 61005 
New Orleans, LA 70161 
504-529-5262 
CEO: Edwin Lupberger 
Electric utilities-south central 

IP Morgan & Co 
23 Wall Street 
New York, NY 10015 
212-483-2323 
CEO: Lewis T Preston 
Banks-multinational 

National Community Banks 
113 West Essex Street 
Maywood, NJ 07607 
201-845-1000 
CEO: Robert M Kossick 
Banks-mid-Atlantic 

Midi antic 
PO Box 600 
Edison, NJ 08818 
201-321-8000 
CEO: Robert Van Buren 
Banks-mid-Atlantic 

Morgan Stanley Group 
1251 Avenue of the Americas 
New York, NY 10020 
212-703-4000 
CEO: S Parker Gilbert 
Finance-brokerage houses 

National Intergroup 
20 Stanwix Street 
Pittsburgh, PA 15222 
412-394-4100 
CEO: Howard M Love 
Health-drugs 

Millipore 
80 Ashby Road 
Bedford, MA 01730 
617-275-9200 
CEO: (ohn A Gilmamn 
Services &. related products-industrial 
Health medical supplies 

Morrison Knudsen 
PO Box 73 
Boise, ID 83707 
208-386-8000 
CEO: William M Agee 
Building-commercial & residential 

National Medical Enterprises 
11620 Wilshire Boulevard 
Us Angeles, CA 90025 
213-479-5526 
CEO: Richard K Earner 
Health-services 

nnesota Mining & Manufacturing 

-'44-1000 • 
■ 

Morton Thiokol 
110 North Wacker Drive 
Chicago, IL 60606-1560 
312-807-2000 
CEO: Charles S Locke 
Chemicals-specialized 
Aerospace & defense 

National Semiconductor 
PO Box 58090 
Santa Clara, CA 95052-8090 
408-721-5000 
CEO: Charles E Sporck 
Electronics-semiconductors 

PO Bo;. ! 
Baltic oie, MD 21203 
301-244-5000 
CEO: Alaii i  Hoblitzi 
Banks-mid-Atlanuc 

Motorola 
1303 East Algonquin Road 
Schaumburg, IL 60196 
312-397-5000 
CEO: George M C Fisher 
Electronics-equipment 

National Service Industries 
1180 Peachtree Street NE 
Atlanta, GA 30309 
404-892-2400 
CEO: Sidney Kirschner 
Electrical equipment 
Services & related products-industrial 
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Will science propel portfolio 
managers into the 21st century? 

Space 'eiescope 
..orier construction 

Portfolio management will see dra- 
matic changes in the future as pension 
fund managers seek more exact'ng 
advice. 

Banks should look mto that with ail they 
have, even extending the limits of scientific 
research 

At Zurich's Swiss Federal Institute of 
Technology, an Informatics chair has been 
created, sponsored by UBS. Moreover, 
UBS has developed a unique consulting 
relationship with one of the world's top 

portfolio experts foe portfolio eff - 
cie^cy a^d performance Obv -1 isly new 
and vastly ^o^e :   ph  ticated f-p sys- 
tems, w".h learr ng andaln   st "think 
skills will oe par:  I tl e package 

LBS Switze ng baf>k one 
of cnly a hanotj of AAA banks  i   tl 
world, has uns^er\/ ngly focused ts eyes 
on the future - Ah ch beg ns •-re second 
from now 

UBS. The bank of experts. 

UBS In the United States: Branch Offices in New York, Chicago, 
Los Angeles; Agency In Houston; Representative Office in San Francisco 
UBS In Canada: Toronto, Montreal, Calgary. Head Office: 
Union Bank of Switzerland, Bahnhofstrasse 45, CH-8021 Zurich. 

Union Bank 
of Switzerland 



Where to find The Forbes 500s                          1 
Navistar International 
401 North Michigan Avenue 
Chicago, IL 60611 
312-836-2000 
CEO: J3mes C Cutting 
Automotive-autos & trucks 

NIKE 
3900 SW Murray Boulevard 
Beaverton, OR 97005 
503-641-6453 
CEO: Philip H Knight 
Clothing-apparel & textiles 

Norton 
120 Front Street 
Worceater, MA 01608-1446 
508-795-5000 
CEO: John M Nelson 
Heavy equipment 

NBD Bancorp 
611 Woodward Avenue 
Detroit, MI 48'.4t> 
313-225-100C 
CEO: Charles T Fisher 01 
Banks-north centra] 

Nipsco Industries 
5265 Hohman Avenue 
Hammond, IN 46320 
219-853-5200 
CEO: Edmund A Schroer 
Electric utilities-north central 
Natural gas-distributors 

Norwest 
Norwest Center 
Minneapolis, MN 55479-1016 
612-667-1234 
CEO: Lloyd P Johnson 
Banks-north central 

NCNB 
One NCNB Plaza 
Charlotte, NC 28255 
704-374-5000 
CEO: Hugh L McColl Jr 
Banks-southeast 

Nordstrom 
1501 Fifth Avenue 
Seattle, WA 98101-1603 
206-628-2111 
CEO: Bruce A Nordstrom 
Retailing-apparel 

Nucor 
4425 Randolph Road 
Charlotte, NC 28211 
704-366-7000 
CEO: F Kenneth Iverson 
Metals-steel 

NCR 
1700 South Patterson Boulevard 
Dayton, OH 45479 
513-445-5000 
CEO: Charles E Exley Jr 
Electronics-computers 

Norfolk Southern 
Three Commercial Place 
Norfolk, VA 23510-2191 
804-629-2600 
CEO: Arnold B McKinnon 
Surface transportation-railroads 

NWA 
Minneapolis/St Paul Airport 
St Paul, MN 55111 
612-726-2111 
CEO: Steven G Rothmeier 
Air transport 

New England Electric System 
25 Research Drive 
West borough, MA 01582 
508-366-9011 
CEO: John W Rowe 
Electric utilities-northeast 

Northeast Bancorp 
PO Box 700 
Stamford, CT 06904-0700 
203-348-6211 
CEO: Frank J Kugler Jr 
Banks-northeast 

NWNL 
(formerly Northwestern Natl Life Ins) 
20 Washington Avenue South 
Minneapolis, MN 55401 
612-372-5432 
CEO: John E Pearson 
Insurance-life & health 

New York State Electric & Gat 
PO Box 287 
Ithaca, NY 14851 
607-729-2551 
CEO: lames A Carngg 
Electric utilities-northeast 

Northeast Savings FA 
50 State House Square 
Hartford, CT 06103 
203-280-1000 
CEO: George P Rutland 
Banks-thrift institutions 

Nynex 
335 Madison Avenue 
New York, NY 10017 
212-370-7400 
CEO: William C Ferguson 
Telecommunications-carriers 

New York Times 
229 West 43rd Street 
New York, NY 10036 
212-556-1234 
CEO: Arthur Ochs Sulzberger 
Communications-publishing 

Northeast Utilities 
PO Box 270 
Hartford, CT 06141-0270 
203-665-5000 
CEO: William B Ellis 
Electric utilities-northeast 

Occidental Petroleum 
10889 Wilshire Boulevard 
Lot Angeles, CA 90024 
213-443-6500 
CEO: Armand Hammer 
Energy-international oil/Chemicals-specialized 
Natural gas-producers & pipeliners 

Newmont Mining 
1700 Lincoln Street 
Denver, CO 80203 
303-863-7414 
CEO: Gordon R Parker 
Metals-nonferrous 

Northern States Power 
414 Nicollet Mall 
Minneapolis, MN 55401 
612-330-5500 
CEO: lames | Howard 
Electric utilities-north central 

Ogden 
Two Pennsylvania Plaza 
New York, NY 10121 
212-754-4000 
CEO: Ralph E Ablon 
Services & related products-industrial 

^ra .Mohawk Power 
•oulevard Weat 

.'   11202 

■nlon 

Northern Trust 
50 South LaSalle Street 
Chicago, IL 60675 
312-630-6000 
CEO: Weston R Christopherson 
Banks-north central 

Ohio Casualty 
136 North Third Street 
Hamilton, OH 45025 
513-867-3000 
CEO: Joseph L Marcum 
Insurance-property & casualty 

Nap. 
312 
CEO 
Natural . 

Northrop 
1840 Century Park East 
Los Angeles, CA 90067-2199 
213-553-6262 
CEO: Thomas V Jones 
Aerospace & defense 

Ohio Edison 
76 South Main Street 
Akron, OH 44308 
216-384-5100 
CEO: Justin T Rogers Jr 
Electric utilities-north central 
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Huntington Bancshares Invites You To 

Discover Columbus and the "Son of Heaven." 
Twenty-six centuries of China's magnificent past are 
gloriously reflected in the largest exhibition of Chinese 
art and artifacts ever to leave China. Huntington 
Bancshares is proud to be among the sponsors of "Son 
of Heaven: Imperial Arts of China," a lavish display of 
over 200 exquisite treasures from 21 museums in the 
eight provinces and Beijing. 

The awe inspiring terra cotta 
warriors; the delicately elegant por- 
celain pillows; the superbly crafted 
"auspicious animals"; the dazzling 
Dragon Throne: these are but a 
sampling of the dozens of master- 

DISCOVER 
COLUMBUS 

works that three and one-half years of labor have 
brought together under one roof. 

Extravagant, yet profoundly beautiful, this unique 
cultural exchange is discovered only in Columbus 

through September 4,1989. To learn how 
best to witness the splendor, write or cull 

Central Ohio Marketing Council 
One Columbus, 
10 West Broad Street, Suite 1390 
Columbus, Ohio 43215 
(614) 621-3133 

Son of Heaven Office 
(614) 224-7744 or 
Group Ticket Information, (614) 222-2321 



YY here to lincl 1 he Forbes 500s                             1 
Oklahoma Gas & Electric 
PO Box 321 
Oklahoma City, OK 73101-0321 
405-272-3000 
CEO: James G Harlow Jr 
Electric utilities-south central 

Pacific First Financial 
PO Box 1257 
Tacoma, WA 98401 
206-383-7605 
CEO: Jerry E Pohlman 
Banks-thrift institutions 

JC Penney 
PO Box 659000 
Dallas, TX 75265-9000 
214-591-1924 
CEO: William R Howell 
Retailing-department stores 

Old Kent Financial 
One Vandenbeig Center 
Grand Rapids, MI 49503 
616-771-5000 
CEO: John C Canepa 
Banks-north central 

Pacific Gas & Electric 
77 Beale Street 
San Francisco, CA 94106 
415-972-7000 
CEO: Richard A Clarke 
Electric utilities-western 
Natural gas-distributors 

Pennsylvania Power & Light 
Two North Ninth Street 
Allentown, PA 18101-1179 
215-770-5151 
CEO: Robert K Campbell 
Electric utilities-northeast 

Old Republic International 
307 North Michigan Avenue 
Chicago, IL 60601 
312-346-8100 
CEO: William R Stover 
Insurance-diversified 

Pacific Telesls Group 
130 Kearny Street 
San Francisco, CA 94108 
415-394-3000 
CEO: Sam L Ginn 
Telecommunications-carriers 

Pennwalt 
Three Parkway 
Philadelphia, PA 19102 
215-587-7000 
CEO: Edwin E Tuttle 
Chemicals-diversified 

Old Stone 
150 South Main Street 
Providence, RI 02903 
401-278-2000 
CEO: Theodore W Barnes 
Banks-thrift institutions 

PacifiCorp 
851 SW Sixth Avenue 
Portland, OR 97204 
503-464-6000 
CEO: Al M Gleason 
Electric utilities-westem 

Pennzoil 
PO Box 2967 
Houston, TX 77252-8200 
713-546-4000 
CEO: Randal B McDonald 
Energy-domestic oil, gas & coal 

Olln 
PO Box 1355 
Stamford, CT 06904-1355 
203-356-2000 
CEO: John W Johnstone Jr 
Chemicals-diversified 

PaineWebber Group 
1285 Avenue of the Americas 
New York, NY 10019 
212-713-2000 
CEO: Donald B Marron 
Finance-brokerage houses 

People's Bank 
850 Main Street 
Bridgeport, CT 06604 
203-338-7433 
CEO: David E A Carson 
Banks-thrift institutions 

Oracle Systems 
20 Davis Drive 
Belmont, CA 94002 
415-598-8000 
CEO: Lawrence J Ellison 
Services & related products-office 

Pall 
30 Sea Cliff Avenue 
Glen Cove, NY 11542 
516-671-4000 
CEO: Abraham Krasnoff 
Aerospace & defense 
Health-medical supplies 

Peoples Energy 
122 South Michigan Avenue 
Chicago, IL 60603-9942 
312-431-4000 
CEO: Eugene A Tracy 
Natural gas-distributors 

Outboard Marine 
100 Sea-Hone Drive 
Waukegan, IL 60085 
312-689-6200 
CEO: Charles D Strang 
Leisure-recreation 

Pan Am 
200 Park Avenue 
New York, NY 10166 
212-880-1234 
CEO: Thomas G Plaskett 
Air transport 

PepsiCo 
700 Anderson Hill Road 
Purchase, NY 10577 
914-253-2000 
CEO: D Wayne Calloway 
Beverages & tobacco-soft drinks/Food 
processors-branded foods/Restaurant chains 

Owens-Corning Fiberglas 
Fiberglas Tower 
Toledo, OH 43659 
419-248-8000 
CEO: William W Boeschenstein 
Building-miscellaneous materials 

„ 

Panhandle Eastern 
PO Box 1642 
Houston, TX 77251-1642 
713-627-5400 
CEO: Robert D Hunsucker 
Natural gas-producers & pipeliners 

Perkln-Elmer 
761 Main Avenue 
Norwalk, CT 06859-0001 
203-762-1000 
CEO: Horace G McDonell 
Electronics-equipment 
Aerospace and defense 

-        518 
*0O9 

■   1 ruck* 

Parker-Hannifin 
17325 Euclid Avenue 
Cleveland, OH 44112-1290 
216-531-3000 
CEO: Paul G Schloemer 
Heavy equipment 
Aerospace & defense 

Perpetual Financial 
(formerly Perpetual Savings Bank FSB) 
2034 Eisenhower Avenue 
Alexandria, VA 22314 
703-838-6000 
CEO: Thomas J Owen 
Banks-thrift institutions 

• 
LMA&JI 
213-SVS-SOVJ 
CEO: Paul A M 
Natural gas-int - 
Retaiung-druga 

Perm Central 
One East Fourth Street 
Cincinnati, OH 45202 
513-579-6600 
CEO: Carl H Lindner 
Conglomerates 
Telecommunications-manufacturing 

Pfixer 
235 East 42nd Street 
New York, NY 10017 
212-573-2323 
CEO: Edmund T Pratt Jr 
Health-drugs 
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America is hooked on foreign 
oil. Today, we import almost 40 
percent of the oil we use—even 

| more than in 1973; when the 
!Arab embargo plunged us into 
gas lines; rationing, and 
recession. 

The more we can use nuclear 
:energy; instead of imported 
oil, to generate electricity, the 
less we have to depend on 
foreign nations. 

The 110 nuclear plants in the 
U.S. have cut our foreign oil 
dependence by over three billion 
barrels since 1973. And they 
have cut foreign oil payments by 
over one hundred billion dollars. 

But 110 nuclear plants will not 
be enough to meet our growing 
electricity demand. More plants 
are needed. 

To help kick the foreign oil 
habit, we need to rely more on 

our own energy sources, like 
nuclear energy. 

For a free booklet on nuclear 
energy, write to the U.S. Council 
for Energy 
Awareness, 
P.O. Box 66103, 
Dept. SN09, 
Washington, 
D.C. 20035. 

T» 
U.S. COUNCIL FOR ENERGY AWARENESS 

Nuclear energy means more energy independence. 
E1989USCEA 



Where to find The Forbes 500s                           | 
Phelps Dodge 
2600 North Central Avenue 
Phoenix, AZ 85004-3014 
602-234-8100 
CEO: G Robert Durham 
Metals-nonferrous 

PNC Financial 
Pittsburgh, PA 15265 
412-762-2000 
CEO: Thomas H O'Brien 
Banks-mid-Atlantic 

Prime Computer 
Prime Park 
Natick, MA 01760 
508-655-8000 
CEO: Anthony L Craig 
Electronics-computers 

PHH Corp 
11333 McCormick Road 
Hunt Valley, MD 21031 
301-771-1900 
CEO: Robert D Kunisch 
Services & related products-office 

Polaroid 
549 Technology Square 
Cambridge, MA 02139 
617-577-2000 
CEO: I MacAllister Booth 
Leisure-photography 

Prime Motor Inns 
PO Box 2700 
Fairfield, N J 07007-2700 
201-882-1010 
CEO: Peter E Simon 
Leisure-hotels &. gaming 

Philadelphia Electric 
PO Box 8699 
Philadelphia, PA 19101 
215-841-4000 
CEO: Joseph F Paquette ]i 
Electric utilities-northeast 

Portland General 
121 Southwest Salmon Street 
Portland, OR 97204 
503-464-8820 
CEO: Ken L Harrison 
Electric utilities-western 

Primerica (formerly Commercial Credit) 
65 East 55th Street 
New York, NY 10022 
212-891-8900 
CEO: Sanford I Weill 
Finance-services 

Philip Morris Cos 
120 Park Avenue 
New York, NY 10017 
212-880-5000 
CEO: Hamish Maxwell 
Beverages & tobacco-tobacco 
Food processors-branded foods 

Potlatch 
PO Box 3591 
San Francisco, CA 94119 
415-576-8800 
CEO: Richard B Madden 
Paper 
Building-lumber 

Procter & Gamble 
One Procter & Gamble Plaza 
Cincinnati, OH 45202 
513-983-1100 
CEO: John G Smale 
Consumer-household & personal products 

Phillips Petroleum 
Phillips Building 
Bartlesville, OK 74004 
918-661-6600 
CEO: C ] Silas 
Energy-domestic oil, gas & coal 

Potomac Electric Power 
1900 Pennsylvania Avenue NW 
Washington, DC 20068 
202-872-2000 
CEO: W Reid Thompson 
Electric utilities-northeast 

Progressive 
PO Box 5070 
Cleveland, OH 44101 
216-464-8000 
CEO: Peter B Lewis 
Insurance-property & casualty 

PHM Corp 
33 Bloomfield Hills Parkway 
Bloomfield Hills, MI 48013 
313-647-2750 
CEO: Fames Grosfeld 
Building-commercial & residential 
Finance-services 

PPG Industries 
One PPG Place 
Pittsburgh, PA 15272 
412-434-3131 
CEO: Vincent A Sami 
Automotive-auto parts 
Building-miscellaneous materials 

Provident Life & Accident 
One Fountain Square 
Chattanooga, TN 37402 
615-755-1011 
CEO: Winston W Walker 
Insurance-life & health 

Pinnacle West Capital 
PO Box 52132 
Phoenix, AZ 85072-2132 
602-234-1142 
CEO: Keith L Turley 
Electric utilities-western 
Banks-thrift institutions 

Premark International 
1717 Deerfield Road 
Deerfield, IL 60015 
312-405-6000 
CEO: Warren L Batts 
Consumer-home furnishings 

PSI Holdings 
(formerly Public Service Co of Indiana) 
1000 East Main Street 
Plainfield, IN 46168 
317-839-9611 
CEO: Hugh A Barker 
Electric utilities-north central 

Pioneer Hi-Bred International 
400 Locust Street 
Des Moines, LA 50309 
515-245-3500 
CEO: Thomas N Urban 
Food processors-commodities 

Premier Bancorp 
POBox 1511 
Baton Rouge, LA 70821 
504-389-4206 
CEO: G Lee Griffin 
Banks-south central 

Public Service Co of Colorado 
PO Box 840 
Denver, CO 80201-0840 
303-571-7511 
CEO: Delwin D Hock 
Electric utilities-western 
Natural gas-distributors 

Pitney Bowes 
(({quarters 

96926-0700 

iisrvey 
'-oducts-office 

Premier Industrial 
4500 Euclid Avenue 
Cleveland, OH 44103 
216-391-8300 
CEO: Morton L Mandel 
Electronics-equipment 

Public Service Co of New Hampshire 
PO Box 330 
Manchester, NH 03105 
603-669-4000 
CEO: John C Duffett 
Electric utilities-northeast 

ftti 

Gree. 
203-622-0900 
CEO: Paul W DOIM 
Air transport 
Coal 

Price Co 
PO Box 85466 
San Diego, CA 92138 
619-581-4600 
CEO: Robert E Price 
Retaihng-miscellaneous 

Public Service Enterprise Group 
POBox 1171 
Newark, NJ 07101-1171 
201-430-7000 
CEO: E James Ferland 
Electric utilities-northeast 
Natural gas-distributors 
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NOTHING BUT 
Arkwright has one purpose. To help its customers throughout the world minimize their 
long-term cost of risk. To do this, we provide a wide range of risk management services, 
which we apply in a disciplined and straightforward way. First, working with our custom- 
ers to identify, evaluate and reduce risk through engineering. Then, tailoring a program 
to protect exposures that cannot be eliminated. This calls for a fresh perspective and 
original thinking. Every time. We're not saying we're perfect. Only that at Arkwright, 
you're going to get solutions that are developed for you. Not somebody else. 

ARKWRIGHT 
Arkwright Mutual Insurance Company 

Hobbs Group. Inc. 



  

Where lo find 1 lie lorfoes 500s 
Puget Sound Bancorp 
PO Box 11500 
Tacoma, WA 984)1-5050 
206-593-3600 
CEO: William W Philip 
Banks-western 

Rexene 
5005 LB) Freeway 
Dallas, TX 75244 
214-450-9000 
CEO: Andrew J Smith 
Chemicals-specialized 

Rouse 
10275 Little Patuxent Parkway 
Columbia, MD 21044 
301-992-6000 
CEO: Mathias J DeVito 
Building-commercial & residential 

Puget Sound Power & Light 
411 108th Avenue NE 
Bellevue, WA 98004-5515 
206-454-6363 
CEO: John W Ellis 
Electric utilities-western 

Reynolds Metals 
PO Box 27003 
Richmond, VA 23261-7003 
804-281-2000 
CEO: William O Bourke 
Metals-nonferrous 

Rubbermaid 
1147 Akron Road 
Wooster, OH 44691 
216-264-6464 
CEO: Stanley C Gault 
Consumer-home furnishings 

Quaker Oats 
PO Box 9001 
Chicago, IL 60604-9001 
312-222-7111 
CEO: William D Smithburg 
Food processors-branded foods 

Riggs National 
1503 Pennsylvania Avenue NW 
Washington, DC 20005 
202-835-6000 
CEO: Joe L Allbritton 
Banks-mid-Atlantic 

Ryder System 
3600 Northwest 82nd Avenue 
Miami, FL 33166 
305-593-3726 
CEO: M Anthony Bums 
Surface transportation-trucking & leasing 

Quantum Chemical 
99 Park Avenue 
New York, NY 10016 
212-949-5000 
CEO: John Hoyt Stookey 
Chemicals-diversified 
Energy-domestic oil, gas & coal 

Rite Aid 
PO Box 3165 
Harrisburg, PA 17105 
717-761-2633 
CEO: Alex Grass 
Retailing-drugs 

Safeco 
Safeco Plaza 
Seattle, WA 98185 
206-545-5000 
CEO: Bruce Maines 
Insurance-diversified 

Ralston Purina 
Checkerboard Square 
St Louis, MO 63164 
314-982-1000 
CEO: William P Stiritz 
Food processors-branded foods 

Roadway Services 
PO Box 88 
Akron, OH 44309-0088 
216-384-8184 
CEO: Joseph M Clapp 
Surface transportation-trucking & leasing 

St Paul Bancorp 
6700 West North Avenue 
Chicago, IL 60635 
312-622-5000 
CEO: Joseph C Scully 
Banks-thrift institutions 

Raychem 
300 Constitution Drive 
Menlo Park, CA 94025-1164 
415-361-3333 
CEO: Paul M Cook 
Electrical equipment 

Rochester Community Savings Bank 
40 Franklin Street 
Rochester, NY 14604 
716-262-5800 
CEO: Leonard S Simon 
Banks-thrift institutions 

St Paul Cos 
385 Washington Street 
St Paul, MN 55102 
612-221-7911 
CEO: Robert J Haugh 
Insurance-property & casualty 

Raytheon 
141 Spring Street 
Lexington, MA 02173 
617-862-6600 
CEO: Thomas L Phillips 
Conglomerates 
Aerospace & defense 

Rockwell International 
2230 East Imperial Highway 
El Segundo, CA 90245 
213-647-5000 
CEO: Donald R Beall 
Aerospace & defense 

Salomon 
One New York Plaza 
New York, NY 10004 
212-747-7000 
CEO: John H Gutfreund 
Finance-brokerage houses 

Reebok International 
150 Royall Street 
Canton, MA 02021 
617-821-2800 
CEO: Paul B Fireman 
Clothing-apparel & textiles 

Rohm & Haas 
Independence Mall West 
Philadelphia, PA 19105 
215-592-3000 
CEO: J Lawrence Wilson 
Chemicals-diversified 

San Diego Gas & Electric 
PO Box 1831 
San Diego, CA 92112 
619-696-2000 
CEO: Thomas A Page 
Electric utilities-western 

roup Holdings 
~(.d Street 

10055 

Verg 

Rorer Group 
500 Virginia Drive 
Fort Washington, PA 19034 
215-628-6800 
CEO: Robert E Cawthom 
Health-drugs 

Santa Fe Southern Pacific 
224 South Michigan Avenue 
Chicago, IL 60604-2401 
312-786-6000 
CEO: Robert D Krebs 
Surface transportation-railroads 

Nt 
212- 
CE(. 
Banks-northeas' 

Rose's Stores 
PO Drawer 947 
Henderson, NC 27536 
919-430-2600 
CEO: Lucius H Harvin III 
Retaihng-discount & variety 

Sara Lee 
Three First National Plaza 
Chicago, IL 60602-4260 
312-726-2600 
CEO: John H Bryan Jr 
Food processors-branded foods 
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A lot of high school athletes 
who see their name in this paper 
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never see 
it on this one. 

Russell Corporation salutes those who choose to 
exercise their minds to the highest degree." 
For they are the true winners. 

WORN 3YAMERICA'S I 

42 
A quality education wears well on everybody. 

RUSSELt 
ATHLETIC 

USC HARM vfATt* • G*mi 
CVTLE   •  DO  ttOT  HCATH 
Tuueu o">v ■ tow »r»T 

If you are interested in our "Stay in School" poster series, write Russell Corporation, P.O. Box 272, Alexander City, Al. .$5010. 



Where to find The Forbes 500s 
Scana 
1426 Main Street 
Columbia, SC 29218 
803-748-3000 
CEO: John A Warren 
Electric utilities-southeast 
Natural gas-distributors 

Service Merchandise 
PO Box 24600 
Nashville, TN 37202-4600 
615-251-6666 
CEO: Raymond Zimmerman 
Retailing-miscellaneous 

Sonat 
PO Box 2563 
Birmingham, AL 35202-2563 
205-325-3800 
CEO: Ronald L Kuehn Jr 
Natural gas-producers & pipeliners 

SCEcorp (formerly Southern California Edison) 
PO Box 999 
Rosemead, CA 91770 
818-302-1212 
CEO: Howard P Allen 
Electric utilities-western 

SFFed Corp 
(formerly San Francisco Federal S&L) 
88 Kearny Street 
San Francisco, CA 94108 
415-955-5800 
CEO: Patrick H Price 
Banks-thrift institutions 

Sonoco Products 
PO Box 160 
Hartsville, SC 29550-0160 
803-383-7000 
CEO: Charles W Coker Jr 
Packaging 

Schering-Plough 
One Giralda Farms 
Madison, NJ 07940-1000 
201-822-7000 
CEO: Robert P Luciano 
Health-drugs 
Consumer-household & personal products 

Shawmut National 
777 Main Street 
Hartford, CT 06115 
203-728-2000 
CEO: foel B Alvord 
Banks-northeast 

South Carolina National 
1426 Main Street 
Columbia, SC 29226-0001 
803-765-3000 
CEO: James G Lindley 
Banks-southeast 

Scott Paper 
Scott Plaza 
Philadelphia, PA 19113 
215-522-5000 
CEO: Philip E Lippincott 
Consumer-household & personal products 
Paper 

Sherwin-Williams 
101 Prospect Avenue NW 
Cleveland, OH 44115-1075 
216-566-2000 
CEO: John G Breen 
Retailing-miscellaneous 
Chemicals-specialized 

Southeast Banking 
One Southeast Financial Center 
Miami, FL 33131 
305-375-7500 
CEO: Charles J Zwick 
Banks-southeast 

EW Scripps 
PO Box 5380 
Cincinnati, OH 45201 
513-977-3000 
CEO: Lawrence A Leser 
Communications-publishing 

Sigma-Aldrich 
3050 Spruce Street 
St Louis, MO 63103 
314-771-5765 
CEO: Carl T Cori 
Chemicals-specialized 

Southern Company 
64 Perimeter Center East 
Atlanta, GA 30346 
404-393-0650 
CEO: Edward L Addison 
Electric utilities-southeast 

Seamen's 
30 Wall Street 
New York, NY 10005 
212-428-4500 
CEO: Robert K Utley m 
Banks-thrift institutions 

Signet Banking 
PO Box 25970 
Richmond, VA 23260 
804-747-2000 
CEO: Frederick Deane Jr 
Banks-mid-Atlantic 

Southern New England Telecommunications 
PO Box 1562 
New Haven, CT 06506 
203-771-5200 
CEO: Walter H Monteith Jr 
Telecommunications-carriers 

Sears, Roebuck 
Sears Tower 
Chicago, IL 60684 
312-875-2500 
CEO: Edward A Brennan 
Retailing-department stores 
Insurance-diversified 

SmithKline Beckman 
PO Box 7929 
Philadelphia, PA 19101 
215-751-4000 
CEO: Henry Wendt 
Health-drugs 

Southmark 
1601 LB) Freeway 
Dallas, TX 75234 
214-241-8787 
CEO: Arthur G Weiss 
Finance-services 
Insurance-life & health 

Security Capital 
1290 Avenue of the Americas 
New York, NY 10104 
212-408-2900 
CEO: Thomas J Gochberg 
Banks-thrift institutions 

Snap-on Tools 
2801 80th Street 
Kenosha, WI 53141-1410 
414-656-5200 
CEO: Marion F Gregory 
Automotive-auto parts 

SouthTrust 
PO Box 2554 
Birmingham, AL 35290 
205-254-5680 
CEO: Wallace D Malone Jr 
Banks-southeast 

- 
■ reet 
0071 

a ni 

Society 
800 Superior Avenue 
Cleveland, OH 44114 
216-689-3000 
CEO: Robert W Gillespie 
Banks-north central 

Southwest Gas 
PO Box 98510 
Us Vegas, NV 89193-8510 
702-876-7011 
CEO: Kenny C Guinn 
Natural gas-distributors 
Banks-thrift institutions 

Sequa 
20<: 
New York, N1 
212-986-5500 
CEO: Normal, 
Aerospace & defense 

Society for Savings 
PO Box 2200 
Hartford, CT 06145-2200 
203-727-5000 
CEO: Elliott C Miller 
Banks-thrift institutions 

Southwestern Bell 
One Bell Center 
St Louis, MO 63101-3099 
314-235-9800 
CEO: Zane E Barnes 
Telecommunications-carriers 
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SOMETIMES YOU HAVE 
TOTAKEARISK 
TO MANAGE IT 

|MK' 

Throughout history leaders have become legends by taking risk? 
The risk of the unknown, the unexplored, the uncharted. The 
challenge of trying something new. 
In the financial world, savvy risk managers know new ideas an 
not a risk, but a nen Vnd that the biggest risk of all is 
a closed mind. 
At the Chicago Board of Trade, we offer a new world of risk 
management.. Where exceptional liquidity and unparalleled 
integrity prevail. Where interest rate futures and options span 
the yield nine. Providing protection and profit to those who 
accept the challenge 
The world of interest rate futures. Explore it. You never know 
what you might discover. 

1989. The Chicago Board of Trade 
gj Chicago Board of Trade 

1-800-THE CBOT, extension 5000. 



Where to find The Forbes 500s 
Southwestern Public Service 
PO Box 1261 
Amarillo, TX 79170 
806-378-2121 
CEO: W R Esler 
Electric utilities-south central 

Stone Container 
150 North Michigan Avenue 
Chicago, IL 60601-7568 
312-346-6600 
CEO: Roger W Stone 
Packaging 
Paper 

Sunwest Financial Service 
PO Box 25500 
Albuquerque, NM 87125-0500 
505-765-2403 
CEO: George S Jenks 
Banks-western 

Sovran Financial 
One Commercial Place- 
Norfolk, VA 23510 
804-441-4000 
CEO: Albert B Gomto Jr 
Banks-mid-Atlantic 

Student Loan Marketing Assn 
1050 Thomas Jefferson Street NW 
Washington, DC 20007 
202-333-8000 
CEO: Edward A Fox 
Finance-services 

Super Food Services 
Kettering Box 2323 
Dayton, OH 45429 
513-294-1731 
CEO: Jack Twyman 
Food-wholesalers 

Spiegel 
1515 West 22nd Street 
Oak Brook, IL 60522 
312-986-8800 
CEO: John J Shea 
Retailing-miscellaneous 

Subaru of America 
PO Box 6000 
Cherry Hill, NJ 08034-6000 
609-488-8500 
CEO: Harvey H Lamm 
Automotive-autos & trucks 

Super Valu Stores 
PO Box 990 
Minneapolis, MN 55440 
612-828-4000 
CEO: Michael W Wright 
Food-wholesalers 

Springs Industries 
PO Box 70 
Fort Mill, SC 29715 
803-547-3650 
CEO: Walter Y Elisha 
Consumer-home furnishings 
Clothing-textiles manufacturer 

Sumitomo Bank of California 
320 California Street 
San Francisco, CA 94104 
415-445-8000 
CEO: Keizo Yoshida 
Banks-western 

Sysco 
1390 Enclave Parkway 
Houston, TX 77077-2027 
713-584-1390 
CEO: John F Woodhouse 
Food-wholesalers 

Square D 
Executive Plaza 
Palatine, IL 60067 
312-397-2600 
CEO: Jerre L Stead 
Electrical equipment 

Summit Bancorp 
367 Springfield Avenue 
Summit, NJ 07901 
201-522-8400 
CEO: Thomas D Sayles Jr 
Banks-mid-Atlantic 

Talman Home Federal S&L of Illinois 
30 West Monroe Street 
Chicago, IL 60603 
312-726-8915 
CEO: Theodore H Roberts 
Banks-thrift institutions 

Squibb 
PO Box 4000 
Princeton, N| 08543-4000 
609-921-4000 
CEO: Richard M Furlaud 
Health-drugs 

Sun Company 
100 Matsonford Road 
Radnor, PA 19087-4597 
215-293-6000 
CEO: Robert McClements Jr 
Energy-domestic oil, gas & coal 

Tambrands 
One Marcus Avenue 
Lake Success, NY 11042 
516-358-8300 
CEO: E Russell Sprague 
Consumer-household & personal products 

Standard Federal Bank 
2401 West Big Beaver Road 
Troy, MI 48084 
313-643-9600 
CEO: Thomas R Ricketts 
Banks-thrift institutions 

Sun Exploration & Production 
5656 Blackwell 
Dallas, TX 75231 
214-890-6000 
CEO: Robert P Hauptfuhrer 
Energy-domestic oil, gas & coal 

Tandem Computers 
19333 Vallco Parkway 
Cupertino, CA 95014-2599 
408-725-6000 
CEO: James G Treybig 
Electronics-computers 

Stanley Works 
PO Box 7000 
New Britain, CT 06050 
203-225-5111 
CEO: Richard H Ayers 
Heavy equipment 
Consumer-appliances 

Sun Microsystems 
2550 Garcia Avenue 
Mountain View, CA 94043 
415-960-1300 
CEO: Scott G McNealy 
Electronics-computers 

Tandy 
PO Box 17180 
Fort Worth, TX 76102 
817-390-3700 
CEO: John V Roach 
Retailing-miscellaneous 

State Street Boston 
Box 351 

•-1A 02101 

erly 

Sundstrand 
PO Box 7003 
Rockford, IL 61125-7003 
815-226-2500 
CEO: Harry C Stonecipher 
Aerospace & defense 
Heavy equipment 

TCF Financial 
801 Marquette Avenue 
Minneapolis, MN 55402 
612-370-7000 
CEO: William A Cooper 
Banks-thrift institutions 

Sterling Chemicals 
333 ' 
Houston, IX 77002 
713-650-3700 
CEO: J Virgil Wag^, 
Chemicals specialized 

SunTrust Banks 
PO Box 4418 
Atlanta, GA 30302 
404-588-7455 
CEO: Robert Strickland 
Banks-southeast 

TECO Energy 
POBox 111 
Tampa, FL 33601 
813-228-4111 
CEO: Hugh L Culbreath 
Electric utilities-southeast 
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It wasn't in their job description. They didn't 
have books or manuals to show them the way 

But when our 
international team 
was called to the 
Norwegian North 
Sea to elevate eight 
platforms, weighing 
40,000 tons, on 
our oil and gas pro- 
duction complex, 
no one said,"How?" 
They said," When?" 

Their light was 
inspiration. 

An inspiration 
that said a job that 

had never been done, could be done. An inspiration 
that gave rise to what would become innovation. 

And their light was not put out by three years of 
planning. Extinguished by three million man-hours 
of labor. Nor a work schedule victim to the moods of the 
turbiientwaterbelow 

Their power was vision, and their vision lifted 
Ekofisk Its energy resources secured firmly into the 
twenty-first centuiy 

PHILLIPS PETROLEUM COMPANY! 

7b achieve the platform elevation, more than 100 hydraulicjacks, 
operated by computer, were installed on the platform legs. 

The result: a perfectly synchronized lift to a protected level of 6.5 meters. 

'For a copy of our annual report, write to Greg Derrick, Phillips Petroleum Company, 16 A-l Phillips Bldg, Bartlesmlle, OK 74004. 
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Where to find The Forbes 500s 
Tektronix 
PO Box 500 
Beaverton, OR 97077 
503-627-7111 
CEO: David P Friedley 
Electronics-equipment 

Texas Utilities 
2001 Bryan Tower 
Dallas, TX 75201 
214-812-4600 
CEO: Jerry S Farrington 
Electric utilities-south central 

Tribune 
435 North Michigan Avenue 
Chicago, IL 60611 
312-222-9100 
CEO: Stanton R Cook 
Communications-publishing 

Tele-Communications 
PO Box 5630 
Denver, CO 80217 
303-721-5500 
CEO: John C Malone 
Communications-broadcasting & services 
Leisure-entertainment 

Textron 
40 Westminster Street 
Providence, Rl 02903 
401-421-2800 
CEO: Beverly F Dolan 
Conglomerates 
Aerospace & defense 

Trinova 
1705 Indian Wood Circle 
Maumee, OH 43537 
419-891-2200 
CEO: Darryl F Allen 
Heavy equipment 

Teledyne 
1901 Avenue of the Stars 
Los Angeles, CA 90067 
213-277-3311 
CEO: George A Roberts 
Conglomerates 
Aerospace & defense/insurance-diversified 

Time Inc 
Rockefeller Center 
New York, NY 10020 
212-522-1212 
CEO: J Richard Munro 
Communications-publishing 

Trustcorp 
PO Box 10099 
Toledo, OH 43699-0099 
419-259-8598 
CEO: Chester Devenow 
Banks-north central 

Temple-Inland 
Drawer N 
Diboll, TX 75941 
409-829-5511 
CEO: Clifford J Grum 
Packaging 
Building-miscellaneous materials 

Times Mirror 
Times Mirror Square 
Los Angeles, CA 90053 
213-237-3700 
CEO: Robert F Erburu 
Communications-publishing 

TRW 
1900 Richmond Road 
Cleveland, OH 44124 
216-291-7000 
CEO: Joseph T Gorman 
Aerospace &. defense 
Automotive-auto parts 

Tenneco 
PO Box 2511 
Houston, TX 77252-2511 
713-757-2131 
CEO: James L Ketelsen 
Conglomerates 
Natural gas-producers & pipeliners 

Timken 
1835 Dueber Avenue SW 
Canton, OH 44706-2798 
216-438-3000 
CEO: William R Timken Jr 
Heavy equipment 
Metals-steel 

Tucson Electric Power 
POBox 711 
Tucson, AZ 85702 
602-622-6661 
CEO: Einar Greve 
Electric utilities-western 

Texaco 
2000 Westchester Avenue 
White Plains, NY 10650 
914-253-4000 
CEO: James W Kinnear 
Energy-international oil 

Torchmark 
2001 Third Avenue South 
Birmingham, AL 35233 
205-325-4200 
CEO: Ronald K Richev 
Insurance-life 6. health 

Turner Corp 
633 Third Avenue 
New York, NY 10017 
212-878-0400 
CEO: Alfred T McNeill 
Building-commercial & residential 

Texas Air 
333 Clay Street 
Houston, TX 77002 
713-658-9588 
CEO: Francisco A Lorenzo 
Air transport 

Toys"R" Us 
461 From Road 
Paramus, NJ 07652 
201-262-7800 
CEO: Charles Lazarus 
Retailing miscellaneous 

TW Services 
PO Box 904 
Paramus, NJ 07653-0904 
201-712-0500 
CEO: Frank L Salizzoni 
Food-wholesalers 

Texas American Bancshares 
PO Box 2050 
Fort Worth, TX 76113 
NlT-884-4000 
CEO  Joseph M Grant 
Banks-south central 

Transamerica 
600 Montgomery Street 
San Francisco, CA 94111 
415-983-4000 
CEO: James R Harve) 
Insurance-diversified 

Tyco Laboratories 
One Tyco Park 
Exeter, NH 03833 
603-778-9700 
CEO: John F Fort 
Building-miscellaneous materials 

iMern 

■    !\ 7^252-2521 

ndru It 
rs & pipeliners 

Transco Energy 
PO Box 1396 
Houston, TX 77251 
713-439-2000 
CEO: George S Slocum 
Natural gas-producers 6v pipeliners 

Tyson Foods 
PO Drawer E 
Springdale, AR 72764 
501-756-4000 
CEO: Don Tyson 
Food processors-meatpacking 

Ms InMruroents 
POBox 6; 

Dallas, rX '52o5 
214-995-2011 
CEO  |< 
Electronics-se 
Aerospa< e & d* 1 

Travelers 
One Tower Square 
Hartford, CT 06183 
203-277-0111 
CEO: Edward H Budd 
Insurance-diversiticd 

UAL (formerly Allegis) 
PO Box 66919 
Chicago, IL 60666 
312-952-4000 
CEO: Stephen M Wolf 
Air transport 
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libu have five seconds to 
make the sale. 
Better do it on an HP LaserJet 

CORl^1 sc OKJ^ 

A Urs ********* 

A Mis B.«sseU' 

our new 

pussett 

When it counts, there is 
only one. The Hewlett- 
Packard LaserJet IID 
printer with dual paper 
trays, double-sided print- 

ing and optional envelope 
feeder. Nothing else helps 
you convey quality so 
quickly. Or makes your 
sales pitch so effective. 

Call 1-800-752-0900, 
Ext. 783B for an autho- 
rized HP dealer near you. 

[VI HEWLETT 
PACKARD 

Documents created using WordPerfect 5.0 software, Hewlett-Packard ScanJet Plus scanner and LaserJet IID printer. 
©1989 Hewlett-Packard Company   PE12901 



Where to find The Forbes 500s 
Union Bank Iformetly California First Bank) 
350 California Street 
San Francisco, CA 94104-1476 
415-445-020C 
CEO: Seishicln Icon 
Banks-western 

United Brands 
250 East Fifth Street 
Cincinnati, OH 45202 
513-579-2115 
CEO: Carl H Lindner 
Food processors-meatpacking 

Universal 
PO Box 25099 
Richmond, VA 23260 
804-359-9311 
CEO: Henry H Harrell 
Beverages & tobacco-tobacco 
Finance-commodity traders 

Union Camp 
1600 Valley Road 
Wayne, NJ 07470 
201-628-2000 
CEO: Raymond E Cartledge 
Paper 
Packaging 

United Cable Television 
4700 South Syracuse Parkway 
Denver, CO 80237 
303-779-5999 
CEO: Gene W Schneider 
Communications-broadcasting & services 

Unocal 
PO Box 7600 
Los Angeles, CA 90051 
213-977-7600 
CEO: Richard J Stegemeier 
Energy-domestic oil, gas &. coal 

Union Carbide 
39 Old Ridgebury Road 
Danbury, CT 06817-0001 
203-794-2000 
CEO: Robert D Kennedy 
Chemicals-diversified 

United Illuminating 
80 Temple Street 
New Haven, CT 06506 
203-787-7200 
CEO: George W Edwards Jr 
Electric utilities-northeast 

UNUM Corp 
2211 Congress Street 
Portland, ME 04122 
207-770-2211 
CEO: James F Orr ffl 
Insurance-life & health 

Union Electric 
PO Box 149 
St Louis, MO 63166 
314-621-3222 
CEO: William E Cornelius 
Electric utilities-north central 

United Jersey Banks 
PO Box 2066 
Princeton, N| 08543-2066 
609-987-3200 
CEO: T Joseph Semrod 
Banks-mid-At Ian tic 

Upjohn 
7000 Portage Road 
Kalamazoo, MI 49001 
616-323-4000 
CEO: Theodore Cooper 
Health-drugs 

Union Pacific 
Eighth & Eaton Avenues 
Bethlehem, PA 18018 
215-861-3200 
CEO: Andrew L Lewis [r 
Surface transportation-railroads 

United Missouri Bancshares 
PO Box 419226 
Kansas City, MO 64141-6226 
816-556-7000 
CEO: R Crosby Kemper 
Banks-north central 

US West 
7800 East Orchard Road 
Englewood, CO 80111 
303-793-6500 
CEO: Jack A MacAllister 
Telecommunications-carriers 

Union Planters 
67 Madison Avenue 
Memphis, TN 38103 
901-523-6000 
CEO: Benjamin W Rawlins |r 
Banks-southeast 

US Bancorp 
PO Box 8837 
Portland, OR 97208 
503-225-6111 
CEO: Roger L Breezley 
Banks-western 

USAir Group 
2345 Crystal Drive 
Arlington, VA 22227 
703-892-7000 
CEO: Edwin I Colodny 
Air transport 

Union Texas Petroleum Holdings 
PO Box 2120 
Houston, TX 77252-2120 
713-623-6544 
CEO: A Clark [ohnson 
Energy-domestic oil, gas & coal 

US Shoe 
One Eastwood Drive 
Cincinnati, OH 45227 
513-527-7000 
CEO: Philip G Barach 
Retailing apparel 
Clothing-shoes manufacturer 

USF&G 
100 Light Street 
Baltimore, MD 21202 
301-547-3000 
CEO: Jack Moseley 
Insurance-property & casualty 

Unisys 
PO Box 500 
Blue Bell, PA 19424-0001 
215-542-4011 
CEO: W Michael Blumenthal 
Electronics-computers 

US Trust 
45 Wall Street 
New York, NY 10005 
212-806-4500 
CEO: Daniel P Davison 
Banks-northeast 

USG 
101 South Wacker Drive 
Chicago, IL 60606-4385 
312-606-4000 
CEO: Robert I Day 
Building-cement & gypsum 

. .' Artists Communications 
! bird Avenue 

.   CO 10206 

,, 

United Technologies 
One Financial Plaza 
Hartford, CT 06101 
203-728-7000 
CEO: Robert F Darnell 
Aerospace fit defense 
Building-commcicul & residential 

USLife 
125 Maiden Lane 
New York, NY 10038 
212-709-6000 
CEO: Gordon E Crosby Jr 
Insurance-life & health 

i 

1700 Lincoln S 
Den\ 
303-861-4700 
CEO   N 
Bank' 

United Telecommunications 
PO Box 11315 
Kansas City, MO 64112 
913-676-3000 
CEO  William TEnej 
Telecommunications-earners 

UST Inc 
100 West Putnam Avenue 
Greenwich, CT 06830 
203-661-1100 
CEO: Louis F Bantle 
Beverages & tobacco-tobacco 
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The future arrived on the end of a kite string. 
A bolt of lightning to an iron key opened the door to tomorrow. 
The threshold to new discovery was crossed. 
Now as then, electricity leads to new ideas—and new technologies. In business 
and industry. In medicine. In communities across the heartland. 
And from that rush of ideas come the often complex technological marvels we 
soon find indispensable. 
By helping to unlock the imagination, electricity is more than the key to the future. 
For the people of the heartland, electricity is the future. 

The Future Is Right Where It Started. 
American Electric Power knows the future that electricity holds. 
The challenge will be to provide ample supply to meet future needs. For over seven 
million people. In more than 3,000 communities. In seven states throughoutAmerica's 
heartland. 
That's a challenge no one is better prepared for, or better equipped to meet, than AEP. 
With our state-of-the-art generating facilities and the world's strongest electrical 
transmission system, we can deliver energy that will meet both the present and future 
demands of the region. 
Not only do we provide electrical service at rates well below the national average 
for all our customers, we have been paying dividends to shareowners of our common stock 
every yearfor the past 79 years. 
Through resourceful management and aggressive marketing, we also nourish economic 
development throughout our region. 
What's more, we're pioneering the research and technology that will make coal-based 
electrical energy clean, efficient, and affordable well into the next century. 
After all, that's what attracts new industry. Creates new jobs. And most of all, 
fuels new ideas. 
For the people of AEP, the future is electricity. 

3 AMERICAN 
ELECTRIC 
POWER 

The AEP Companns 
Appalachian Power • Columbus Southern Power • Indiana Michigan Power • Kentucky Power • 
Kingsport Power • Michigan Power • Ohio Power • Wheeling Power 

© 1989 American Electric Power 
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Where to find The Forbes 500s                           1 

USX 
600 Grant Street 
Pittsburgh, PA 15219-4776 
412-433-1121 
CEO: Charles A Corry 
Energy-domestic oil, gas & coal 
Metals-steel 

Wal-Mart Stores 
702 Southwest 8th Street 
Bentonville, AR 72716 
501-273-4000 
CEO: David D Glass 
Retailing-discount & variety 

West Point-Pepperell 
PO Box 71 
West Point, GA 31833 
404-645-4000 
CEO: Joseph L Lanier Jr 
Clothing-apparel & textiles 

Valhi 
5430 LBJ Freeway 
Dallas, TX 75240-2697 
214-386-4110 
CEO: Harold C Simmons 
Energy-oilfield services 

Walgreen 
200 Wilmot Road 
Deerfield, IL 60015 
312-940-2500 
CEO: Charles R Walgreen HI 
Retaihng-drugs 

Western Capital Investment 
1675 Broadway 
Denver, CO 80202 
303-623-5577 
CEO: Junius F Baxter 
Banks-thrift institutions 

Valley Bancorp 
PO Box 1061 
Appleton, WI 54912-1061 
414-738-3830 
CEO: Peter M Platten in 
Banks-north central 

Wang Laboratories 
One Industrial Avenue 
Lowell, MA 01851 
508-459-5000 
CEO: An Wang 
Electronics-computers 

Western Savings & Loan Association 
PO Box 16290 
Phoenix, AZ 85011-6290 
602-248-4600 
CEO: A Milton Whiting 
Banks-thrift institutions 

Valley Federal Savings & Loan Assn 
6842 Van Nuys Boulevard 
Van Nuys, CA 91405 
818-904-3000 
CEO: Dan E Nelms 
Banks-thrift institutions 

Warner Communications 
75 Rockefeller Plaza 
New York, NY 10019 
212-484-8000 
CEO: Steven J Ross 
Leisure-entertainment 

Westinghouse Electric 
Gateway Center 
Pittsburgh, PA 15222 
412-244-2000 
CEO: John C Marous 
Electrical equipment 
Aerospace & defense 

Valley National 
PO Box 71 
Phoenix, AZ 85001 
602-261-2900 
CEO: Gerald H Lipkin 
Banks-western 

Warner-Lambert 
201 Tabor Road 
Morris Plains, N| 07950 
201-540-2000 
CEO: Joseph D Williams 
Health-drugs 

Westvaco 
299 Park Avenue 
New York, NY 10171 
212-688-5000 
CEO: John A Luke 
Paper 

VF 
PO Box 1022 
Reading, PA 19603 
215-378-1151 
CEO: Lawrence R Pugh 
Clothing-apparel & textiles 

Washington Mutual Savings Bank 
1101 Second Avenue 
Seattle, WA 98101 
206-464-4400 
CEO: Louis H Pepper 
Banksthntt institutions 

Wetterau 
8920 Pershall Road 
Hazelwood, MO 63042 
314-524-5000 
CEO: Ted C Wetterau 
Food-wholesalers 

Viacom 
1211 Avenue of the Americas 
New York, NY 10036 
212-575-5175 
CEO: Frank | Biondi |r 
Communications-broadcasting & services 

Washington Post 
1150 15th Street NW 
Washington, DC 20071 
202-334-6000 
CEO: Katharine Graham 
Communications-publishing 

Weyerhaeuser 
Weyerhaeuser Building 
Tacoma, WA 98477 
206-924-2345 
CEO: George H Weyerhaeuser 
Building-lumber 
Paper 

Vista Chemical 
PO Box 19029 
Houston, TX 77224 
713-531-3200 
CEO: |ohn D Burns 
Chemic.ils specialized 

Waste Management 
3003 Bum-rfield Road 
Oak Brook, IL 60521 
312-572-8800 
CEO: Dean L Buntrock 
Scnucs N related products-industrial 

Wheeling-Pittsburgh Steel 
1134 Market Street 
Wheeling, WV 26003 
304-234-2400 
CEO: William J Scharffenberger 
Metals-steel 

Vons Cos 
138 Terminal Annex 

!<les, CA 90051 
i mo 

;          gebnd 
■ 

Weis Markets 
1000 South Second Street 
Sunbury, PA 17801-0471 
^r-286-4571 
CEO Sigfried Weis 
1 ood-regionsJ supermarkets 

Whirlpool 
2000 M-63 
Benton Harbor, MI 49022-2692 
616-926-5000 
CEO: David R Whitwam 
Consumer-appliances 

Vulcan Materials 
PO Box 7 
Birmingham, AL $52534)497 
205-877-3000 

Building-miscellant 
Chi 

Wells Fargo 
420 Montgomery Street 
San Francisco, CA 94163 
415-477-1000 

1  Carl E Reichanit 
Banks western 

Whitman (formerly IC Industries) 
111 East Wacker Drive 
Chicago, IL 60601 
312-565-3000 
CEO: Karl D Bays 
Food processors-branded foods 
Aerospace & defense 

394                                                                                                                                                                                                                   FORBES, MAY I, 1989 



CIM: the promise of tomorrow 
is achievable today. 

CIM—Computer Integrated Manufacturing—is frequently 
misunderstood, often misapplied, sometimes misused. But 
in the battle for competitive survival, CIM can be a potent 
strategic weapon for increasing market share and enhancing 
profitability. 

CIM—the integration of processes, systems, information, 
facilities and people—has enabled enlightened companies 
to improve quality, reduce cost and respond rapidly to 
market changes. 

In its commitment to the Facility of Tomorrow, Austin has 
organized teams of experienced specialists to assist com- 
panies in the application of CIM to new or existing facilities. 

This resource, coupled with Austin's comprehensive 
design, engineering and construction services, ensures 
that a CIM project is completed on time and within budget. 

The Austin Company, 3650 Mayfield Road, Cleveland, 
Ohio 44121. Telephone: (216) 382-6600. Telefax: (216) 291- 
6644. Offices in principal cities. 

THE AUSTIN 
COMPANY 
CONSULTANTS 
DESIGNERS 

ENGINEERS 
CONSTRUCTORS 



The Rio Grande 
Cutthroat Trout 
are biting 
at Forbes 
Magazine's 
400-square-mile 
Trinchera Ranch 
in the Colorado 
Rockies-and 
you're invited to 
try your luck. 

One of the rarest sporting 
fish in the U.S., the Rio 
Grande Cutthroat Trout, 
as well as the Yellowstone 

• throat, Rainbow and Brook 
ts arc all native to our 

• nd waiting for dedi- 
mateui anglers to 

'era at the Forbes 
"i Colorado. 

how you can 
1rdays 

lient?) 
all: 

Where to find The Forbes 500s 
Whitney Holding 
228 St Charles Avenue 
New Orleans, LA 70130 
504-586-7272 
CEO: Patrick A Delaney 
Banks-south central 

FW Woolworth 
233 Broadway 
New York, NY 10279 
212-553-2000 
CEO: Harold E Sells 
Retailing-discount & variety 

Wickes Cos 
PO Box 4056 
Santa Monica, CA 90405 
213-452-0161 
CEO: James R Birle 
Automotive-auto parts 
Retailing-miscellaneous 

Worthington Industries 
1205 Dearborn Drive 
Columbus, OH 43085 
614-438-3210 
CEO: John H McConnell 
Metals-steel 

Willamette Industries 
1300 SW Fifth Avenue 
Portland, OR 97201 
503-227-5581 
CEO: William Swindells Jr 
Paper 
Building-lumber 

Wm Wrigley Jr 
410 North Michigan Avenue 
Chicago, IL 60611 
312-644-2121 
CEO: William Wrigley 
Food processors-branded foods 

Williams Cos 
One Williams Center 
Tulsa, OK 74172 
918-588-2000 
CEO: Joseph H Williams 
Natural gas-producers & pipeliners 

Xerox 
PO Box 1600 
Stamford, CT 06904 
203-968-3000 
CEO: David T Kearns 
Services & related products-office 
Insurance-property & casualty 

Wilmington Trust 
Rodney Square North 
Wilmington, DE 19890 
302-651-1000 
CEO: Bernard ( Taylor II 
Banks-mid-Atlantic 

Yellow Freight System 
PO Box 7563 
Overland Park, KS 66207 
913-345-1020 
CEO: George E Powell Jr 
Surface transportation-trucking & leasing 

Winn-Dixie Stores 
PO Box B 
lacksonville, FL 32203-0297 
904-783-5000 
CEO: A Dano Davis 
Food-maior supermarkets 

Zayre 
770 Cochituate Road 
Framingham, MA 01701 
508-390-2000 
CEO: Maunce Segall 
Retailing-apparel 

Wisconsin Energy 
PO Box 2046 
Milwaukee, WI 53201 
414-221-2345 
CEO: Charles S McNeer 
Electric utilities north central 

Zenith Electronics 
1000 Milwaukee Avenue 
Glenview, IL 60025 
312-391-7000 
CEO: Jerry K Pearlman 
Electronics-computers 
Consumer-appliances 

Witco 
520 Madison Avenue 
New York, NY 10022-4236 
212-605-3800 
CEO: William Wishnick 
Chemicals-specialized 

Zions Bancorporation 
1380 Kennecott Building 
Salt Lake City, UT 84133 
801-524-4787 
CEO: Roy W Simmons 
Banks-western 
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Only a handful of banks in the world get a triple-A 
rating from the leading international rating agencies. 
So how is it that Credit Suisse receives this coveted 
accolade year after year? Solid Swiss qualities like 
reliability, discretion and continuity are obviously an 
important part of the answer. The other key ingredient 

is our strong international presence. Credit Suisse's 
activities are closely coordinated with those of the 
global investment banking group, CS First Boston, Inc. 
This unique blend of Swiss tradition and international 
stature puts us in an ideal position to meet all your 
financial needs. Anywhere in the world. 

We do more to keep you * at the top. 

CREDIT SUISSE 
CS 

I Office: Zurich/Switzerland; represented in all major international financial centres In the USA and Canada  • New York • Los Angeles • Atlanta • Chicago • Houston • Miami • San Francisco 
Toronto • Vancouver • Montreal. 
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The two initial questions 
in life insurance, 

and financial planning. 

Ask if the initials 
"CLU" are on 
your insurance 
agent's business 
card. 

And if the initials 
"ChFC" are on your 
financial advisor's 
letterhead. 

Those two designations 
mean one simple, important thing. They 
mean you are talking to an expert, some- 
one who cared enough to complete four 
or even five years of advanced study 

"Was it," Thomas wondered, 
'a message from a superior Society?" 

through the oldest 
accredited college 
in the financial 
services industry, 
The American 
College. 

Those letters tell you 
this is a professional. 

Backed by professional 
education and experience. 

Operating under a professional code of ethics. 

For ethical, experienced, informed insurance 
and financial planning, make sure the very 
first question you ask is... the initial question. 

American Society of cm & chFC 
\ National Organization of Insurance and Financial Service Professionals 

270 Bryn Mawi \venue, Hr\n Mawr, PA iwio (215) 526-2500 

<>f "The Prudent tuyere' Guide to Insurance and Financial Services," simply write to us. 



The Forbes/Wilshire 5000 Review 
Edited by Steve Kichen 

J250 

3000 

2750 

2500 

2250 

2000 

1750 
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Market value of Wilshire 5000: 
$2,779.4 billion as of 4/7/89 

-Wilshire 5000 equity index1 

The total price of all stocks for 
.which daily quotations are 
available, weighted by market value 

Dow Jones 
industrial average 
The total price of 30 
blue-chip industrial stocks, 
adjusted to reflect splits. 
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IX month closeup 

Wilshire 5000   3250 
P/EM2.8          

3000 

2500 

■2250 

. Dow Jones ■ 
•P/E*: 11.5 ■ 

•2000 

"Capitalization weighted 
1750 

-O O Percent change in last two weeks. 

1    i    I    I    i    I    I    I    I    I    I    I    n 
AMJ    IASONDIFMA 

Mountain climbing. In the last two weeks the Dow gained 
2.8% and nudged back over 2300. The Commerce Depart- 
ment reported a decline in 8 of 11 leading economic 
indicators. So the Federal Reserve's tightening moves 
appear to be slowing down the economy, and this has 
dampened investors' fears about inflation. Wall Street 
may wait to see further closing of the gap between stocks 
and fixed-income investments in order for stocks to climb 
much above current levels. The Dow sells for 11.5 times 

latest 12-month earnings, which gives it an earnings yield 
(earnings divided by price) of 8.7%. But the risk-free rate 
on three-month T bills is 9%. 

Institutions typically do not invest in low-priced 
stocks. The market in cheap issues is maintained by small 
investors. Over the last 52 weeks, however, low-priced 
stocks had few supporters as shares priced under $4 fell 
4.8%. Stocks over $34 rose 16.1%, versus a 10% gain for 
the whole market, as measured by the Wilshire index. 

Closeup On the Equity Markets 

Performance of six leading indexes 

Percent change 
Wilshire 

5000 
Forbes 
5002 

Dow Jones 
industrials 

NYSE 
Composite 

Amex Market 
Value Index 

NASDAQ 
Composite 

in last 4 weeks 1.3 1.8 1.0 1.3 0.5 1.2 

in last 52 weeks 10.0 9.3 10.3 9.8 10.0 7.6 

Stock performance based on six key investor yardsticks3 

Percent change - 
Company size Volatility4 P/E multiple Dividend yield Growth profile5 Share price 

large small high low over 21 under 8 over 4.5% none high low over $34 under $4 

in last 4 weeks 1.7 -0.2 0.1 0.5 0.6 0.5 -0.6 1.2 0.0 0.8 1.4 -0.6 

in last 52 weeks 11.9 10.0 7.0 4.2 20.6 9.3 -0.2 12.4 7.0 9.6 16.1 -4.8 

Wilshire index reflects price performance. It differs slightly from market value of outstanding stocks because of retirements of equity since index was created. 2Based on sales 
Equal weighted indices containing all shares with market capitalizations over $10 million.4A stock's sensitivity to overall market movement. High-volatility issues have wide 

price fluctuations, low-volatility issues are more stable 5A quantitative evaluation of a stock's growth image, determined by Wilshire Associates. 

Note: All data for periods ending 4/7/89. Prepared by Wilshire Associates, Santa Monica, Calif. 
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Where the Action Is 

Asset plays. During the past two weeks, Northwest Air- 
lines, SmithKline Beckman and Citizens & Southern 
scored gams of 25% or more. All are the subject of planned 
or threatened takeovers, NWA was the strongest of the 
three, advancing almost 29 points on news that Denver 
billionaire Marvin Davis wants to acquire the airline for 
$90 a share. The rise in NWA helped transportation stocks 

record a healthy 3.8% advance. 
The best-performing group was consumer nondurables, 

which rose 4.1%. But the rally left out one important 
sector: consumer durables, which fell 0.2%. Sluggish auto 
sales led to a 2.9% decline for General Motors and 1.5% 
for Ford. Maytag and Black & Decker also posted losses as 
investors worried about an economic slowdown. 

•Percent change in last 52 weeks 0<2> Percent change in last 2 weeks 
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What the Analysts Think 
The analysts say a slowdown is coming. Security analysts 
arc predicting that the earnings of the Forbes Sales 500 
will advance 17.8% in 1989. But next year they are expect- 

ing only a 10% increase in earnings. Given the analysts' 
past record, it is quite possible that even these forecasts 
are too optimistic. 

Forecasting the Forbes Sales 500 

Performance 
period 

Average 
earnings per 

share         P/E 

latest 12 months 
1989 estimates 
1990 estimates 

$3.31         12.2 
3.90         10.4 
4.29           9.5 

Rank based on 
change in estimate Sector 

Capital goods 

Energy 

Consumer durables 

Raw materials 

Consumer nondurables 

Transportation 

Finance 

C'tilities 

Technology 

Estimated 1989 
EPS P/E 

$3.02 

3.26 

4.82 

3.45 

2.72 

2.78 

3.76 

3.06 

3.16 

12.3 

11.7 

9.3 

9.1 

13.6 

10.6 

8.4 

10.2 

10.8 

% change in 1989 estimate 
in 2 weeks      in 4 weeks 

0.85% 

0.61 

0.47 

0.35 

0.07 

0.02 

-0.10 

-0.12 

-1.09 

0.87% 

1.04 

1.19 

0.78 

0.18 

-0.73 

-0.30 

-0.39 

-1.12 

Eamingn proii ■pitalization weighted consensus estimates from over 3,000 security analysts. Data arc compiled and updated continually by the Institutional Brokers 
Estimate System ilHtSI. a service ol Lynch, [ones St Ryan, I New York based brokerage firm. 

Note  All data for peniK s ending 4 .\ w.Mmc Associates. Santa Mmnu, Calif, IBESM^emTe of Lvnch, lones s. RVan  New York 
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Quicken is easy 
because it looks like 
your paper check- 
book. There's        
nothing new to 
learn. 

Quicken automati- 
cally updates your 
check register, recal- 
culates balances, 
and prints your 
checks. 

Quicken gives 
instant financial 
organization of: 

• Budget vs. Actual 
• Income and 
Expense (P&L) 

• Taxable Income 
and Deductions 

• Rental Property 
/ and Job Costs 

'and much, much 

w/c/ce/ 

Quicken eliminates 
work. It instantly 
writes recurring 

' checks without 
typing. 

5"««/. 

«&ijum 

if. \ 
1W" 

*v.v»* :' 

. 

End Financial Hassles. 
$49.95 

Quicken* is the absolute fastest, easiest 
way to do your personal or small busi- 
ness finances. It saves you hours of 
, time while perfectly organizing your 

finances. With Quicken, you'll always know 
exactly how much money you have and exactly 
where ifs going. 

Forget Financial Hassle 
Quicken is so automatic, it does your financial 
work for you It actually learns your regular 
bills. Just confirm the payment amounts on your 
auto loan, utilities, and other bills. Quicken 
does 14 bookkeeping steps and hands you the 
printed checks already addressed for mailing. 
All you do is sign them and seal the envelopes. 

Finish Financial Work in Seconds 
Instead of dreading tax time, use Quicken to 
print itemized lists supporting each tax deduc- 
tion. Or, let Quicken deliver other detailed 
reports such as income and expenses by cate- 
gory, P&Ls, and budget vs. actual comparisons. 
Quicken provides complete reports on screen 
or on paper almost instantaneously. 

Need to find a check you wrote months ago? 
Quicken finds it in three seconds flat. Quicken 
will finish in seconds the same work that used 
to take you hours. 

No Accounting Mumbo Jumbo 
Quicken is as easy as the pen and paper you 
use now. You'll see the familiar checkbook and 
check register right on your screen. The only 
thing that changes is how fast you finish your 
financial chores. This is bookkeeping thafs 
totally hassle-free. 

The World's #1 Selling 
Financial Software 

Here's why Quicken is the world's most popular: 

Best of 1988 
AWARD 

INFO 
WORLD 

1988 

PRODUCT 
OF THE YEAR 

Try Quicken FREE for 30 Days 
Order Quicken from the coupon below, or 
through our toll-free 800 number. If you're 
not completely satisfied with Quicken 
for any reason, simply return it for a full, 
no-questions-asked refund. 

l»^-^..*,i 

Quicken is about as good as software gets: 
powerful, affordable, and easy to use. 

Bill Howard, Executive Editor 
PC Magazine, December 27, 1988 

For Personal and Business Use 
No other financial software provides more 
flexibility to handle the wide range of personal 
or business needs. Quicken is for service and 
manufacturing businesses, doctors, consul- 
tants, designers and retailers, as well as for 
households. Quicken is ideal for anyone who 
wants relief from bookkeeping hassles. 
Specifications: 
IBM* PC, AT* PS/2* and compatibles with 256K RAM and DOS 2 0 or 
higher Exports dala and reports in ASCII format Also exports in Lotus* 
format with optional Transfer Utility- 
Macintosh* All with 512KRAM Exports in SYLK and HyperCard™ for 
custom and multi-column reports 
Apple* MGS. lie, lie Plus, and lie with I28K RAM Exports to AppleWorks 
for budget, custom, PAL. and mulu-column reports 
All Versions: Works with all monitors and all printers, including laser 
printers Unlimited number of bank accounts 
Other Unlimited FREE technical support Not copy-protected Checks 
are preapproved by all financial institutions in the U S and Canada. 
Sample checks and order form are enclosed in Quicken package 

Yes, I want to try Quicken on your no-risk 30-day 
guarantee. If I'm not completely satisfied, I may return 
it within 30 days for a full refund. Quicken. $49.95 plus 
$3.00 shipping and handling. California residents add 
sales tax 

Call 800-624-8742 
(in California, call 800-468-8481), 

or send this coupon with your check or credit card 
number to Intuit. 

Name  

Address  

City-  

Zip  

_ State _ 

.Phone- 

DIBM D5K"disk 
D Apple II D3W'disk 
D Macintosh 
D Transfer Utility to Lotus (optional, $19.95) 
D Check enclosed (no purchase orders, please) 
D Visa       D MasterCard       □ Am Ex 

Card Number  

Expiration Date  

Intuit 540 University Avenue 
Palo Alto, California 94301 

FM0589 



The Funds 

Closed-ends tend to outperform their open- 
end counterparts. That often means they're 
better investments. Are they now? 

Twins but not 
identical twins 

By Jonathan Clements 

WHICH IS A BETTER BUY, the 
$352 million American Capi- 
tal Harbor Fund or the closed- 

end $77 million American Capital 
Convertible Securities? At first 
glance, it's hard to choose. They're 
both balanced funds. James Bchr- 
mann, 45, runs both. 

Yet Behrmann has done much bet- 
ter with the closed-end fund. Mea- 
sured by the performance of its portfo- 
lio (that is, on net asset value, rather 
than the trading price of the fund's 
shares), American Capital Convert- 
ible has returned 11.5% a year over 
the past five years. Harbor has re- 
turned only 8.7% a year. 

Why the substantial difference in 
results? As an open-end fund, Ameri- 
can Capital Harbor stands ready to 
cash out any shareholder at the value 
of his share of the portfolio. American 

Capital Convertible, in contrast, has a 
fixed number of shares outstanding, 
and holders can't turn them in for 
redemption at asset value, as with a 
mutual fund. This difference forces 
Behrmann to run the two funds some- 
what differently from each other. 

Because of Harbor's potential need 
to meet redemptions, Behrmann 
stacks the open-end fund's portfolio 
with larger, more liquid issues, and 
maintains more cash in it. His closed- 
end fund, by contrast, is almost al- 
ways fully invested in convertibles. 
At year-end 1988, for instance, Harbor 
had 5.8% of its assets in short-term 
investments, versus 3.7% for the 
closed-end. 

There are other cases of closed-end 
funds beating their open-end sisters. 
John Neff has been running the excel- 
lent Vanguard Windsor Fund since 
1964. He also ran a very similar 
closed-end,  Gemini,   from  its   1967 

Stocks on sale 
Some closed-ends not 
to asset value. The ris 

only perform well but can be bough 
k is that the discount could widen. 

t at discounts 

Fund 
Assets 
[Smil) 

—Performance— 
Expenses         UP          DOWN 
per $100              markets 

—Annualized— 
return" 

5 vrs           10 yrs Discount 

Baker, Fentress & Co $410 $0.49               B               C 1 1 1% 15.9% -19.8% 

Central Securities 125 0.87               B               C 8.7 17.3 -19.7 

General Am lnvstrs 324 1.19              A                C 9.4 17.9 -17.0 

Lehman Corp 881 0.44              C                B 15.4 15.X -20.9 

Mexico Fund 145 1.68              A+            C 33.8 NA -15.2 

Tri-Continental Corp 1,343 0.53              B               C 12.9 15.4 -19.8 

S&P 500 15.3 16.3 

'( all ul.lk'd mi ! U-sllllS. HOI trading price ol fund shares    NA N<>I applicable 
Source fi <A/</ S CDA Mutual Fund Evaluator an diskette 

launch until its 1985 liquidation. 
During Gemini's lifespan it returned 
15% a year, 2% more per year than 
Windsor and 7% more than the s&p 
500. Neff's Gemini II, which was 
launched in 1985, has also beaten 
Windsor. Over the last three years, 
Gemini II has returned 17.3% a year, 
versus 16.2% for Windsor and 13.3% 
for the s&p 500. 

But closed-ends don't always out- 
perform their mutual fund counter- 
parts. Mario Gabelli manages the 
closed-end Gabelli Equity Trust and a 
comparable mutual fund, Gabelli As- 
set Fund, both of them launched in 
1986. Over the last two years, Gabelli 
Asset has done slightly better than 
Gabelli Equity. 

Similarly, the closed-end Royce 
Value Trust has lagged Pennsylvania 
Mutual and Royce Fund-Value Series, 
the two comparable mutual funds run 
by Charles Royce. But the closed- 
end's history, so far, is brief, and 
Royce thinks closed-ends are a better 
buy. "Independent of the issue of dis- 
count, I think the closed-end fund 
structure is superior because it's not 
subject to the whims of customers 
taking away money at inopportune 
moments," he says. 

In some ways it is hard to compare 
performance between closed-ends and 
mutual funds, because closed-ends 
frequently sell at discounts from asset 
value and occasionally at a premium; 
thus the value of the shares can move 
independently of the underlying in- 
vestment results. Strip out this differ- 
ence, however, and closed-end funds 
arc the clear winner. Here's the score: 

The average closed-end equity fund 
outperformed the s&p 500 over one, 
three and ten years (though it lost 
ground to the market over the last five 
years). The average mutual (or open- 
end) fund failed to beat the market 
during any of these periods. 

What about overhead costs? They 
tend to run slightly higher on closed- 
ends, but a lower average portfolio 
turnover for closed-ends probably 
more than makes up for this in the 
form of lower transaction costs. 

Other things being equal, it would 
seem that the closed-end is better for 
the investor. There's one thing, how- 
ever, that is often very unequal be- 
tween an open-end and a closed-end, 
and that is the cost of getting into it. 
So, before choosing, it is smart to 
check this out. 

In American Capital's case, the en- 
try cost is a strong reason to prefer the 
closed-end. The closed-end vehicle for 
James Behrmann's expertise is cur- 
rently available at an. 8% discount 
from asset value, which means that 
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you can get a dollar of assets for 92 
cents (or about 93 cents, including a 
broker's commission). The open-end 
fund, however; has an 8.5% load, 
which means that each dollar of as- 
sets will cost you more than SI.09. 

Similarly, Gabelli Equity trades at a 
9% discount. Despite its poorer per- 
formance, it looks like a much better 
buy than the open-end Gabelli Asset. 

The Neff funds present more of a 
dilemma. Gemini II is so popular 
nowadays that it is trading at a 4% 
premium, meaning that if you buy 
equal quantities of its two classes of 
shares, you pay $ 1.04 plus a brokerage 
commission to get a dollar of assets. 
The open-end Windsor, by contrast, is 
a no-load: You pay only a dollar for a 
dollar of assets. 

Today, with most closed-ends sell- 
ing at big discounts from asset value 
(see table), the closed-end is the clear 
choice for the smart investor—Gemi- 
ni being an exception. One caveat: 
Though discounts are currently at a 
high level, they have gone even higher 
in the past; if the discounts were to 
widen further, the closed-ends would 
underperform mutual funds. An in- 
vestor's results depend not only on 
what happens to the portfolio but on 
what happens to the discount or pre- 
mium. If he gets in at a premium and 
sells at a discount, he can fare poorly 
even if the portfolio manager is doing 
a good job. That's why brand-new 
closed-ends are a bad buy. They come 
out at a 7.5% premium and then usu- 
ally slump to a discount. 

Suppose the discount does nothing, 
simply remains the same. In that case, 
buyers of steeply discounted closed- 
ends earn a higher yield than holders 
of the open-end clone. The closed-end 
Royce Value Trust yielded 5.5% on a 
net asset value basis last year. But 
figure in the fund's year-end discount 
of 12%, and the closed-end was yield- 
ing 6.3% based on its stock price, 
higher than the same management's 
Pennsylvania Mutual or its Royce 
Fund-Value Series. 

"The one danger is that discounts 
will widen," warns Steven Samuels, a 
partner with Santa Monica, Calif.- 
based Drake Capital Securities. "But 
if the discount's wide, the corporate 
raiders will go in and buy the shares, 
or management will do whatever it 
takes to close the discount. Over a 
long period of time, the discount usu- 
ally gets taken care of." 

In short, nearly all the indicators 
are pointing in the same direction. 
They are saying that in the current 
market, the risk-reward ratio on 
closed-end investment funds looks 
highly favorable. ■ 
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At last. A high return 
from a bond fund 
without getting 
buried in junk 

You don't need to invest heavily 
in junk bonds to get outstanding 
total returns and a notable yield. 
SteinRoe High-Yield Bonds seeks 
high current income by investing 
principally in medium quality debt 
securities. In fact, SteinRoe High- 
Yield Bonds invests less than half 
of its portfolio in BB or lower 
rated bonds. 

The results speak for themselves. 
Average annual total returns for 
the periods ended 12/31/88:1-year, 
11.59%; since the fund's incep- 
tion on 3/5/86, 8.22%.* 

And at SteinRoe, there are no 
sales commissions. No redemption 
fees. You can even switch between 
any of our funds just by picking up 
the phone. 

Starting is easy. 
All it takes is $1,000. For more 
complete information, call for a 
prospectus today. Choose SteinRoe 
High-Yield Bonds. It could keep 
you out of a lot of junk. 

r ~~Call24^hours— 

I     1-800-338-2550 
I   Please send me a prospectus containing more 
I  complete information on SteinRoe High-Yield 
I   Bonds. I will read it carefully before I invest 

or send money. 

I  Name  

Address- 

Citv  

Daytime Phone _L 

.State. 

 L. 

. Zip. 

L 
SteinRoe Mutual Funds 

RO. Box 1143 • Chicago. IL 61 «90 
007M02-AD891210000722 

ff> 

STEIN ROE 
Mutual Funds 

'Total return, which includes changes in share price and assumes reinvestment of income and capital 
gains distributions, represents past performance, which may vary for different periods. Actual total 
return and principal value of an investment will fluctuate so that an investor's shares, when redeemed, 
may be worth more or less than their cost. There is no guarantee that the Fund will achieve its 
investment objective. Liberty Securities Corporation. Distributor 

© 1989 Stein Roe & Parnham Incorporated. 
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Who said 
engineers can't dream? 

£( Today change is so swift and 
relentless in the techno-societies 
that yesterday's truths suddenly 
become today's fictions... J J 

Alvin Toffler 
Author of Future Shock' 

A computer that prints what you 
say when spoken to; a train that 
floats silently through cities; a soft- 
ware program that creates soft- 
ware programs. 

These are the stuff of creams. 
Engineer dreams. Creatio; s in a 
world where nothing exactly like 
them existed before. 

Satellites, automation, magnetic 

AEG is a company built on 
realistic dreams like these, with 
approximately $7 billion in sales 
around the world. We are helping to 
make the future come true for indus- 
tries that range from metals tech- 
nology and food processing to NASA 
and automobile manufacturers. 

AEG companies and affiliates 
like MODICON, Promod and Sep- 
tor Electronics help to program, 
monitor and control automated 
production; AEG Westinghouse 
Transportation Systems builds 
energy-saving, pollution-free trains 
for the world's expanding cities. 

MODCOMP has just intro- 
duced a new generation of real- 
t>me computers that offers new 
levels of control and management; 
AEG Power Tools makes high qual- 
ity tools for industrial users and 
contractors. And AEG Olympia is 
delivering state-of-the-art office 
equipment while designing new 
modes and machines for the infor- 
mation needs of tomorrow. 

levitatK jy from the minds of AEG engineers 

Who said engineers can't 
dream? Or make dreams come 
true? Every day, a new barrier is 
broken, a new myth exploded. As 
the world cascades into the 21st 
century, engineer dreams are there 
waiting, making tomorrow possible 
and the days to come filled with 
potential. 

We're AEG. Innovative tech- 
nology for the changing worlds of 
business, industry and transporta- 
tion. Let your dreams become our 
inspiration. For more information call 
Diane Zediker at (201)231-8405, 
or write to Kurt Wiedenhaupt, Presi- 
dent, AEG Corporation, 3140 Route 
22, Box 3800, Somerville, NJ 08876- 
1269 Our business is the future. 

S 1988 AEG   "Reprinted by permission of Curtis 
Brown. Ltd  Copyright c  1970 by Alvin Toffler 

AEG 
Member of the Daimler-Benz Group 



Capital Markets 
MONEY & INVESTMENTS 

By Ben Weberman 

Rising mortgage rates are crimping home 
buyers, but they offer opportunities for 
yield-seeking investors. Here is one. 

BACK TO BASICS 

the principal that remains. 
What if the mortgagors default? 

That's not your problem. Uncle 
Sam must make good. Not only the 
underlying mortgages but the Gin- 
nie Maes themselves carry the 
backing of the U.S. Treasury against 
loss if any of the mortgagors default. 
But the government does not pro- 
vide any insurance against rate 
swings. When interest rates climb, 
the Ginnie Mae falls in value. 

A so-called current coupon Gin- 
nie Mae has a \§Vz% coupon. This 
is equal to the 11% rate on new 
federally guaranteed mortgages mi- 
nus a Vi% annual charge for servic- 
ing the loans. Recently, \0Vz% Gin- 
nie Maes were trading very close to 
par—at 100, that is. 

This 10'/2% yield is even better 
than it looks. Since mortgages com- 
pound every month rather than ev- 
ery six, the yield is equivalent to 
10.7% on a bond. Ten-year Trea- 
surys, meanwhile, are trading to 
yield 9.2% to maturity. That 1.5% 
premium on the Ginnie Mae yield is 
as good as it has been in over a year. 

Then why doesn't everyone prefer 
Ginnie Maes to T bonds? Two rea- 
sons. One is that Treasury issues are 
not taxable by the states, while Gin- 
nie Maes are. For residents of high- 
income-tax states like New York, 
Connecticut and California, local 
taxes can knock a percentage point 
off the yield of the Ginnie Mae. Res- 
idents of no-tax states like Florida 
and Nevada don't have to worry. 
Neither do IRA and Keogh investors. 

The other drawback to mortgage 
issues is that they incorporate a hid- 
den option that works against the 
investor. It has to do with the fact 
that homeowners can prepay their 
mortgages by moving or refinanc- 

For taxable investors the time is 
rapidly approaching, and for tax-ex- 
empt IRA investors has already ar- 
rived, to consider purchase of mort- 
gage-backed securities. 

This very term will scare away a 
lot of people. It conjures up memo- 
ries of complicated instruments 
that have cost Wall Street firms 
hundreds of millions of dollars in 
trading losses and that bankrupted 
one real estate investment trust. 

There's one kind of mortgage se- 
curity, however, that has been 
around since 1970, is fairly stable in 
price and is government guaranteed. 
That's the good old Ginnie Mae. 
These securities, guaranteed by the 
Government National Mortgage 
Association, are mortgage-backed 
passthrough pools. A bank issuing 
federally guaranteed mortgages 
packages them into pools, cuts the 
pools into units of $25,000 in princi- 
pal value and sells these units. As 
the pools become seasoned and un- 
derlying mortgages are prepaid, the 
principal shrinks and the units be- 
come proportionately smaller in 
principal value. The price quoted, 
however, is unaffected by mortgage 
paydowns. A price of 100 means 
that you pay 100 cents per dollar of 

Ben Weberman is a contributing editor of 
FORBES magazine. 

ing. That's why the weighted aver- 
age life of a Ginnie Mae is more 
likely to be 10 years than 30. The 
short duration in itself, however, is 
not the problem. The problem is 
that the homeowner can control the 
duration of the mortgage. 

If rates rise, the owner of a Ginnie 
Mae is stuck with a capital loss, just 
as any bondholder would be. If rates 
fall, however, the Ginnie Mae does 
not climb in value as fast as a T 
bond. That's because a lot of home- 
owners move or refinance. The in- 
vestor's above-market yield ends 
prematurely. 

Mathematically, buying a Ginnie 
Mae is roughly equivalent to buying 
a straight bond from a homeowner 
and then giving the homeowner a 
bond call option. The rich yield on 
the mortgage is recompense for the 
hidden option, which is very valu- 
able to the homeowner. 

But the current spreads of Ginnie 
Maes over T bonds are richer than 
they need to be to pay for the op- 
tion. Thus, investors with low or no 
local taxes to worry about are really 
better off in the Ginnie Mae. 

Why are Ginnie Mae premiums 
so rich? David Askin, managing di- 
rector of fixed-income research at 
Drexel Bumham Lambert, attrib- 
utes the phenomenon to a combina- 
tion of the inverted yield curve and 
the financial problems of the sav- 
ings and loan industry. A year ago, 
when short-term money rates were 
well below long-term rates, there 
was considerable arbitrage incen- 
tive for investment bankers to buy 
Ginnie Maes and carve them up 
into shorter-term instruments. But 
the arbitrage profits have vanished, 
and the bankers aren't buying. As 
for the s&is, they are watching de- 
posits go out the door and aren't in 
any mood to buy mortgage obliga- 
tions, either. 

Two cautions: Don't take at face 
value the yields to maturity shown 
in the newspaper listings of Ginnie 
Mae prices. They make ridiculous 
prepayment assumptions. Get your 
broker to show you an option-ad- 
justed yield, of the sort calculated 
by Salomon Brothers. 

Don't buy if you don't intend to 
hold for a few years. Bid/ask spreads 
on small lots of Ginnie Maes are 
horrendous. If you need liquidity, 
find a no-load Ginnie Mae fund; 
you'll lose another half-point or so 
in yield—because of management 
fees—but you'll have instant liquid- 
ity and low acquisition costs. ■ 
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Portfolio Strategy 
MONEY & INVESTMENTS 

Industry consolidation usually leads to 
improved profits. Here's an overlooked 
industry that is consolidating like crazy. 

FEW IS MORE 

When does less equal more? Charles 
Schwab knew the answer. I'm not 
referring to the discount brokerage 
king, but to the man behind putting 
together U.S. Steel and later Bethle- 
hem Steel. He knew the key: Acqui- 
sition binges that shrink the num- 
ber of players in an industry, and 
thereby the competition, allow for 
vastly more profits for the survi- 
vors. It's almost surefire. 

While Schwab actively created 
his desired goal of industry consoli- 
dation, you can apply the same prin- 
ciple to investing in stocks: Invest 
in industries where the number of 
competitors has fallen to a handful. 

Look at the airline industry as a 
1980s example. Deregulation led to 
price wars, which led to red ink, 
which led to a myriad of takeovers, 
causing much increased concentra- 
tion. And that has led to tremen- 
dous rate hikes recently. You can 
feel it when you fly. The price you 
pay for a ticket will reflect the re- 
duction in competition. 

And the rate hikes bring huge 
nrofits The overall industry should 

i well over a billion bucks this 
i] from under S100 million in 

6. The trend has made the air- 

The w   I 

line stocks strong. At first, inves- 
tors were scared to death, AMR Corp. 
(59), for example, the parent of 
American Airlines, sank to 1980 
prices of $7 to $12, which meant it 
sold for only 5% to 10% of revenue. 
In 1988, by contrast, it sold for be- 
tween 26% and 45% of sales. En 
route, stockholders got almost a 
tenfold gain in price. 

While the airline consolidation 
trend is near its end, Delta (59) still 
has room to rise. More conservative 
than other majors managerially, 
Delta hasn't seen its price rise as 
much, either. At 36% of sales, seven 
times earnings and a hair over book 
value, it is selling at a nice discount 
to industry averages, yet has by far 
the best balance sheet of the majors, 
the most modern fleet and strong 
regional dominance. You aren't go- 
ing to see Delta's loyal work force 
pull an "Eastern," either. 

Where can you see hot-off-the- 
prcss mass consolidations to tip us 
off on fat future profits? The clear- 
est sign I see is in the auto parts 
market, with particular emphasis 
on replacement parts. When my 
firm runs computer screens on 
Standard &. Poor's Compustat data- 
base looking for ideas, recently ac- 
quired companies pop up with a full 
row of "N/A" (not available). The 
auto parts field shows N/AS galore. 
By my N/A count, about 19% of the 
industry has consolidated in the last 
18 months. According to various 
other estimates, in the last five 
years the auto parts industry has 
lost between one-third and one-half 
of its participants. 

When I look through the purchase 
accounting footnotes in annual re- 
ports of auto parts firms, lots of 
these outfits look like snakes that 

just ate several rabbits. I haven't 
seen a single major independent 
that hasn't made at least one good- 
size acquisition in the last three 
years. Sure, maybe I missed some- 
body, but the point remains: It has 
been very much an acquire-or-be- 
acquired world. 

One reason is that, at the original 
equipment level, the big three auto- 
makers have signaled they want 
fewer and higher-quality suppliers, 
a la Japanese-style management. 
But perhaps the main cause is sim- 
ply that there has been too much 
competitive price bashing—too 
many bashers. Retail prices for re- 
placement parts are too low. To 
take one example, I can buy a stan- 
dard muffler from my auto parts 
store for $18. How does anyone coin 
a buck vending a big hunk of expen- 
sive and precisely shaped metal for 
SI8? It's too cheap. 

But remember, the darkest hour is 
just before the price goes up. Here's 
the telling aspect: After recent 
mergers, the three biggest players 
make up over 75% of the muffler 
market—original equipment and re- 
placement. There may be a little 
more consolidation, but not much, 
and soon thereafter you can expect 
higher prices for mufflers, especially 
for the big kids on the block. Who is 
the kingpin of mufflers? After re- 
cently acquiring Maremont, Arvin 
(23) is the clear market share leader. 
According to my research, Arvin has 
more of the combined original 
equipment and replacement market 
for mufflers than the second- and 
third-largest vendors put together. 

By my estimate, once prices start 
going up, Arvin's earnings per share 
could double. Since it sells at 25% 
of sales, nine times earnings, and 
dead even with book value, it's hard 
to see how you won't do well with 
Arvin over the next five years—at 
least matching its 1987 peak of $40, 
plus dividends. 

The whole trend to concentration 
in auto and replacement parts 
verges on, and is likely to become, 
what introductory economics texts 
call "oligopoly"—the nearest thing 
to monopoly power the law allows. 
Higher prices on Main Street should 
translate directly to higher prices on 
Wall Street. Other cheap auto parts 
stocks that I expect to benefit in 
some way from the trend to concen- 
tration include: Federal-Mogul (53), 
Modine (18), SPX Corp. (38), Standard 
Motor Products (SMP—16) and Stan- 
dard Products (SPD—28). ■ 
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CORPORATE 
REPORT 

A SPECIAL FORBES ADVERTISING SERVICE 

FOR   INVESTORS  AND THE  FINANCIAL COMMUNITY 

N New York Stock Exchange        A American Stock Exchange 

O Over-the-Counter        P Pacific Stock Exchange 

V1MAND CREDIT CORPORATION 0 
I lockville Centre, NY (April 4)—Command Credit Corpo- 
■ on, which is an OTC traded company, is organized to 
| > banks in the U.S. and Europe issue Visa Cards and 
literCards to people who have a credit problem or no 
[ lit rating at all. Industry reports indicate that U.S. banks 
I now rejecting as many as seven out ot ten bank credit 
II applications and that there are some 40 million 
I jricans who have been turned down for such cards. To 
I a second chance, consumers are required to "secure" 
I card with an amount equal to the credit line they want. 
I; estimated that this is the fastest growing segment of 
I credit card industry. The major investor in Command is 
I Noro Group of Companies—a $2-billion international 
I istment organization headquarterd in Zeist, Holland. 
[ Contact: Richard Finnis, Executive Vice President, 
I inland Credit Corporation, 189 Sunrise Highway, 
L kville Centre, New York 11570. Tel: (800) 338-9199 or 
|6)764-1117.) 

I. SPECIAL ASSETS LIMITED 0 
I I0NG KONG, 27th February , 1989—F.P. Special Assets 
[ ited ("FPSAL") (OTC: Pink Sheets), a public listed Hong 
I g company which pro-actively invests in undervalued 
lets and special situations in properties and public and 
I'ate companies in the Asia/Pacific Region, reported that 

solidated profit after taxation increased by 62 percent to 
I .$2,511 million for the year ended 31st December, 1988, 

ipared with US$1,547 million for 1987. 
ully diluted earnings per American Depositary Receipt 

BDR") increased by 51 percent to US$1.47 compared with 
■ 17.5 cents for 1987. Net assets increased by 98 percent 
|lS$52.931 million over the last year. 
Itet asset value per ADR (undiluted for warrants) in- 
lised  by 32  percent to  US$32.32  compared  with 
■ >24.54 at 31st December 1987. Total assets were 
1175.351 million, a 86 percent increase from US$40,411 
I lion as at 31st December, 1987. 
■'he Company has declared a special interim dividend in 
I of final in the amount of US15 cents per ADR. American 
I'Ositary Receipts for FPSAL commenced trading over-the- 
Inter (pink sheets), in September, 1987 on the basis of 1 
I! per 50 ordinary shares of FPSAL. 
Mr. Robert L. Meyer, Managing Director of FPSAL, said he 
li pleased by the Company's financial performance: "We 
I happy to report to shareholders an increase in earnings 
I 2 percent of t)S$2.511 million and a 32 percent increase 
I et asset value per ADR to US$32.32 when compared with 
a year." 
I'Our original subscribers to FPSAL's shares and warrants 
■ lecember, 1985 have seen their net asset value per share 
I diluted by warrants) increase by 588 percent, and 
I eases of 477 percent in share price and 3,500 percent in 
I rant price measured from the first day of trading in 
l.'uary, 1986 to 31st December, 1988," he added. 
■ rfr. Meyer said, "We'll continue to grow FPSAL and 
liage the Company for the benefit of our long-term 
Ireholders. Our success is largely predicated on our 
lity to perceive this intrinsic asset value of companies 
I real estate in the Asia/Pacific Region which the market 
I :rwise devalues, overlooks or ignores and then to take 
Ive steps through corporate finance and real estate 
I isactions to bring out the values in those assets." In the 
I'ent environment of escalating interest rates, the Com- 
[4 y is planning to divest certain of its assets during 1989. 
Igh interest rates ultimately bring down equity markets," 
II Mr. Meyer. He added: "We are also close to the top of 

the current business cycle." 
F.P. Special Assets Limited has completed corporate and 

property deals affecting assets in Hong Kong, China, Taiwan, 
Thailand, Singapore, Indonesia, the Philippines, Australia, 
Singapore, Canada and California. The focus of the invest- 
ments has been in the real estate, petroleum and mining, 
telecommunications, finance and hotel industries. The Com- 
pany's current portfolio is approximately 70 percent in major 
long term deals, 20 percent in permanent cash generating 
assets and 10 percent in minor deals with a quick turnover. 
The Company has exceeded its goal of building net asset 
value per share at an average minimum rate of 20 percent-40 
percent per annum over the past three years. 

FPSAL is associated with Hong Kong based and public 
listed First Pacific Company Limited, a US$1.1 billion 
investment and management company with interests in 
South East Asia. 

SUMMARY OF ANNUAL RESULTS 
FOR THE YEAR ENDED 31 ST DECEMBER, 1988 

Year Ending Year Ending 
31st December,     31st December, 

1988 1987 Percent ot 
US$000 US$000 Chg 

Total Income 7,426 6,695 +11 
Profit after tax 2,511 1.547 +62 
Fully diluted earn 

ings per AOR U$1.47 US$0,975 +51 
Dividend per ADR US$0.15 US$0,515 -71 

(Contact: Mae S. Wang, Assistant Vice President, F.P. 
Special Assets Limited, 24th Floor, Two Exchange Square, 8 
Connaught Place, Central, Hong Kong. Phone: (852) 5-842- 
4274. Fax: (852) 5-845-5517. Telex: 74216 FPFHK). 

WESTERN CANADA WATER O 
WCW AWARDS BOTTLING LINE CONTRACT 

VANCOUVER, B.C., March 20—Western Canada Water 
(NASDAQ: WCWEF) is pleased to announce that it has 
awarded a turnkey contract for the design, equipment 
acquisition and installation of its new carbonated bottling 
and still water lines to Bevco Conveying Systems of Surrey 
B.C. These lines will be installed at WCW's new 150,000 
square foot facility, the first phase of which is presently 
under construction on Annacis Island near Vancouver. 

WCW's still water products are currently being sold in 
Japan through an exclusive agreement with Mitsubishi 
Heavy Industries and are scheduled for launch on the United 
States in the second quarter of 1989. 

The carbonated line scheduled for start up in the third 
quarter of 1989 has a production capacity of 1,000 bottles 
per minute. This will allow Western Canada Water to meet 
the anticipated demand for its carbonated water products 
which will be launched in the United States in 1989 and 
which will be added to WCW's still water products currently 
being sold in Japan. 

Operating on a one shift per day basis, the carbonated 
and still water lines combined will provide annual produc- 
tion capacity of over 16 million cases of water products. 
Production can be increased by operating on a multiple shift 
basis. 

WCW is an integrated water resource company engaged 
in water bottling, the acquisition of assets in the industry 
and the development of bulk shipments of water. WCW has 
exclusive rights to the water at Ocean Falls in the wilder- 
ness mountains of British Columbia, Canada, where each 
day over a billion gallons of 99.999% pure glacier fed water 
pours over the falls and into the Pacific Ocean. 

(Contact: Margaret R. Annett, President, Western Canada 
Water Enterprises Inc., Suite 1400, 400 Burrard Street, 
Vancouver, B.C. V6C 3G2. Phone (604) 681-3445.) 

Whafs the 
best way to 
reach America's 
most important 
investors? 

CORPORATE REPORT 

Once a month 
Corporate Report Updates 
enables publicly held corpora- 
tions to announce important 
developments to active and in- 
fluential investors who regu- 
larly read Forbes. This low cost, 
informational advertising 
service appears 12 times a year, 
and for additional impact and 
relevance, Corporate Report 
Updates is positioned within 
Forbes magazine's popular 
"Money and Investment" edi- 
torial section. 

Forbes' 735,000 
subscribers 
represent one of the most im- 
portant investor markets in the 
U.S. 98% have investment 
portfolios with an average 
value of nearly $900,000, 
88% own corporate stock with 
an average value of $737,000 
and over half are involved with 
advising others on investment 
decisions. 

If your company 
has something to say to power- 
ful executives and active in- 
vestors, Corporate Report 
Updates is the place to say it. 

Forbes means results. 
For more information, call or 
write: 

Sarah Madison 
Corporate Report Updates 
#601 
5800 Eubank N.E. 
Albuquerque, NM 87111 
(505)275-1282/3 
(505) 293-4647 Fax Machines 



Wall Street Irregular 
MONEY & INVESTMENTS 

Two letters specializing in secondary 
stocks have similar approaches—but one 
has performed better than the other. 

THE SAME... 
BUT DIFFERENT 
By Hark Hulbert 

"If two objects have the same 
form," runs Proposition 2.0233 in 
the Austrian philosopher Ludwig 
Wittgenstein's celebrated Tractatus 
Logico-Philosophicus, "the only dis- 
tinction between them ... is that 
they are different." 

Philosophers are still arguing over 
what exactly this means. But I have 
an idea when I compare and con- 
trast the investment letters that fin- 
ished in fourth and fifth place for 
performance last year, as monitored 
by my Hulbert Financial Digest. They 
were HI Research, edited by Tom 
Bishop, and Market Mama, edited by 
Glen Cutler. 

Both letters have very similar 
strategies—a "rifle-shot" approach 
to the discovery of undervalued sec- 
ondary stocks, using fundamental 
techniques and trading fairly active- 
ly. And there have been times when 
both performed well—in addition to 
1988, they both placed in the top 
ten in 1984. 

So how can I explain the fact that 
.  s />'/ Research has a long-term 

formance record that is far supe- 
Cutler's  in Market Mania' 

vc.iis, according to 

Mexandria, 
»i    His 

man- 

the HFD, Bishop's portfolio gained 
123.5%, making it one of only seven 
newsletters that beat the s&p 500's 
total return of 103.3%. Cutler's 
portfolio, in contrast, actually lost 
16.6% over the last five years, plac- 
ing it sixth from the bottom among 
all newsletters the HFD monitored 
for this period. 

There's not much to say—other 
than that one just seems a better 
stock picker than the other. 

Some other investment letters are 
very systematic in applying objec- 
tive criteria of value to the universe 
of stocks. They look for stocks with, 
for example, low P/E ratios or with 
high dividend yields. (A good exam- 
ple of such a service is Geraldine 
Weiss' Investment Quality Trends.) 
It's easy to spot the differences be- 
tween these approaches. But Bishop 
and Cutler seem to search for value 
on a case-by-case basis. It's simply 
not clear what combination of fac- 
tors leads them to conclude that one 
stock as opposed to another is truly 
undervalued. In both cases their ap- 
proach reminds me of the Supreme 
Court's attempt to define pornogra- 
phy: The Justices eventually gave 
up, saying that though they 
couldn't define it, they knew it 
when they saw it. 

Bishop in HI Research seems to 
have shown that he does know val- 
ue when he sees it. However, he 
isn't terribly well known. Bishop 
shuns publicity. He doesn't even 
list his phone number in his letter, 
for example. And there have been 
precious few articles about him in 
the financial press. 

Cutler, in contrast, is a hyper- 
aggressive self-promoter, in my 
opinion, extreme even by the stan- 
dards of the newsletter industry. 

Despite being sixth from the bot- 
tom for five-year performance 
among all newsletters the HFD fol- 
lows, for example, Cutler regularly 
claims in his letter and his adver- 
tisements that he is one of the in- 
dustry's top performers. Currently, 
in fact, his promotions are ruffling 
the feathers of at least one other 
investment letter editor. Al Frank 
of The Prudent Speculator has taken 
umbrage (and threatened legal ac- 
tion) because of the implication in 
Cutler's advertisements that Market 
Mania did better last year than he 
did. (According to the HFD, Tloe Pru- 
dent Speculator was the third-best 
performer in 1988, two slots higher 
than Market Mania.) 

Despite their different personal- 
ities and their divergent records, 
Bishop and Cutler on occasion have 
shared the same opinion about indi- 
vidual stocks. Currently, for exam- 
ple, both of them believe that First 
World Cheese, a maker of low-sodi- 
um and low-cholesterol cheeses, is 
overvalued. But the stock at one 
time was a winner for Bishop: He 
recommended it late last year at 
around $11 per share, and therefore 
enjoyed its subsequent runup to 
over $20 before recommending its 
sale. He still thinks it is an excel- 
lent company with a bright future. 
Cutler's model portfolio, in con- 
trast, never has owned it. 

Since Butler has the better record, 
let's look at what he likes now. HI 
Research's buy list contains just five 
stocks, and he is advising that 40% 
of subscribers' portfolios be kept in 
cash. Those five companies—all of 
which trade over-the-counter, ex- 
cept where noted—are Nature's Sun- 
shine Products, a manufacturer of a 
variety of nutritional and personal 
care products; Novametrix, a maker 
of medical electronic instruments; 
Continental Cold (on the Vancouver 
Stock Exchange), a Canadian gold 
mine; and two computer manufac- 
turers, Stratus Computer and Compaq 
Computer (NYSE). 

For the record, here are the two 
issues (both trade over-the-counter) 
that Cutler recommended in his 
most recent newsletter to be added 
to his portfolio, which as usual is 
fully invested: American Nursery 
Products, which grows trees, orna- 
mental and foliage plants for whole- 
sale distribution; and Eastco Indus- 
trial Safety, which manufactures pro- 
tective clothing and equipment for 
asbestos workers and toxic industri- 
al cleanup programs. ■ 

>.   ■ 
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NOW YOU CAN 
WATCH "DYNASTY" 
OR START BUILDING 

YOUR OWN. 

You can watch entertaining programs 
about the rich and famous; or you can turn 
to Financial News Network and learn how 
to join them. 

FNN is cable's money channel, the 
leading source for up-to-the-minute business 
news and personal money management 
advice. We tell you what's happening and 

what's about to happen with real estate, 
stocks and bonds, taxes and much more. It's 
an entire network designed to help you make 
the most of your money. Only on cable. 

Can you afford not to watch? We're 
FNN, the television alternative for people 
who want to be the rich and famous, not just 
watch them. 

FINANCIAL NEWS NETWORK 

IT PAYS TO WATCH!" 
C >98S RMAMOAl NEWS N£ TWOO* 



Insights 
MONEY & INVESTMENTS 

Just about everyone is disgusted with the 
biotechnology stocks, but in my opinion 
the industry deserves a second look. 

BIOTECHNOLOGY 
ISN'T DEAD 

By Michael Gianturco 

In this melancholy period for bio- 
technology, the main idea of the 
technology itself seems to have 
been misplaced. Managers have 
been lured by the hope of a block- 
buster drug—and investors have fo- 
cused on this too often disappointed 
hope. But the real strength of bio- 
technology lies in its power to cre- 
ate hundreds of products. 

Biotechnology is above all a re- 
tooling technology. This is what 
makes it remarkable. Biotechnolo- 
gists do not aim to create products 
or even factories that create prod- 
ucts. Instead, biotechnologists re- 
tool existing factories, cells, to pro- 
duce a particular gene product— 
typically a protein or glycoprotein 
with commercial value. The fac- 
tories, which are living cells, have 
been in evolutionary R&.D for 3.7 
billion years. They work wonderful- 
ly well. Their power to produce is 
unquestioned. And as biotechnolo- 
gy gets better, the retooling process 
grows faster and more facile. 

This power to retool cells, and the 
constantly expanding mix of diverse 
cellular products that it is creating, 

Michael  Gianiurxx           i uient   of The 
Prin.             ') Portfolio, an investment 
management firm, and i ••:pnt- 
ertzed ne-„. It tter on u bio- 
technology stocks 

is the great built-in advantage of the 
biotechnology business. It is diverse 
production, not mass production, 
that will make the biotechnology 
companies pay off. 

The high-risk path for a biotech 
manager is to concentrate all his 
resources on any single product. But 
this "take your one best shot" ap- 
proach answers the pressure of Wall 
Street expectations—to quickly 
transform biotechnology compa- 
nies into blockbuster pharmaceuti- 
cal manufacturing companies. The 
price has been a compromising of 
biotechnology's unique strength: its 
power to create diversity. 

This is the central problem with 
most biotechnology companies 
from an investment standpoint: 
They have put too much time and 
capital at risk on too few products. 

By contrast, I expect that in the 
1990s the quick and facile creation 
of a variety of products—not the 
mass production of any single 
blockbuster product—will become 
recognized as the economic main- 
spring of this emerging industry. 
When that happens, the industry 
will regain investor favor. Right 
now probably is not too soon to 
anticipate this happening. 

Genented) is, of course, the pre- 
mier company. So closely has Gen- 
entech been identified with a single 
product—the clot dissolver Acti- 
vase—that the product's fortunes 
and the stock of the company have 
been moving in unison for many 
months. This is wrong. Genentech 
is not Activase. Genentech is the 
concentration of technology that 
created Activase, and it can (and 
will) create diverse other products. 
Genentech is a good core holding in 
biotechnology, and in my opinion, 

the $16 to $20 level is a good one at 
which to accumulate it. 

If you wish to focus directly on 
the virtue of diversification within 
biotech, take a look at Genzyme, re- 
cently trading at around $10. This is 
about the right price for it. I would 
not go much higher—but you might 
wish to take advantage of any dips. 

The Boston-based firm is headed 
by Henri Termeer, a thoughtful and 
practical-minded Dutchman who 
speaks of his work with great care 
and precision. The appeal of Gen- 
zyme is a well-diversified portfolio 
of profitable products and active de- 
velopment projects. This spreads 
risk, and at the same time casts a 
broader net for opportunities. 

Genzyme's product revenues in 
the year ended Dec. 31, 1988 were 
$25.8 million, with over 72% of this 
contributed by actual product sales. 
Over one-third of the product sales 
came in the last quarter, as new 
products made themselves felt. 
Earnings are in the pennies (8 cents 
per share last year, 12 cents a plausi- 
ble projection for this one). Analysts 
project $100 million for 1991. 

Genzyme is sensibly choosing to 
diversify its product line into the 
diagnostic and research markets, 
where regulatory obstacles are 
much lower than in the therapeu- 
tic pharmaceutical field. It sells 23 
different enzymes for use in auto- 
mated analyzers that run clinical 
test chemistries. Additionally, it 
makes an extensive line of assays 
useful in lymphokine research; it 
has a Food &. Drug Administra- 
tion-approved therapeutic product, 
the antibiotic Clindamycin Phos- 
phate; and it makes various generic 
pharmaceutical intermediates for 
sale to major pharmaceutical man- 
ufacturers. In short, it has a lot 
going on, and almost all of it 
makes money. 

Here is a slower method for 
launching any sort of blockbuster 
drug that might turn up, but a far 
surer way to launch a biotechnology 
company. For if a blockbuster never 
materializes, Genzyme will still 
have a catalog full of lesser products 
that make solid profits. 

Termeer's approach is unspectac- 
ular. But it is perfectly consistent 
with the unique advantage of bio- 
technology itself. 

Genzyme is a relatively thin 
stock—8.5 million shares outstand- 
ing—and so I repeat: Don't reach for 
it. If it goes much over $10, wait and 
buy on dips. ■ 
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DEALERSCOPE MERCHANDISING PRODUCTS OF THE MONTH 

Key Video Celebrates 
Charlie Chaplin's 
Centennial 
Anniversary 

April 16,1989, 
marked Charlie 
Chaplin's 100th 
birthday. In 
honor of the 
100th birthday, 
Key Video presents the Charlie 
Chaplin Centennial Collection. 
If s a total of 17 of his best films, 
released on 11 video-cassettes with 
special centennial edition pack- 
aging, at the special sell-through 
price of only $19.98 each. 

■ 0^m ^ Happy birthday, Charlie 
^^^^ Chaplin! Ask your 
^^b|p local video store for 
KEY VIDEO, this special collection. 

Southwestern Bell Quality 
in a Dramatic New Style 

Start with the basic, reliable 
Southwestern Bell Freedom 
Phone® telephone. Add features 
for convenience. Then put it 
all into a stylish new package - 
and you've got the FC 7 designer 
phone. You'll like the unique 
features, such as an in-use light 
that tells you when someone's 
already using your phone line. 
Plus automatic redial, mute 
and more. Suggested retail price 
is $59.95, and 
it comes in 
your choice 
of five color 
combinations. 
For the retailer 
nearest you, call 
(800) 558-7347, ext. 66. 

Quality + Style + Fashion 
+ High-Technology = 
Swisstel Phones 

New Swisstel one- and 
two-piece telephones are 
handsome, elegant, high- 
quality units that come 
in a variety of designer 
colors and graphics to 
match the individual 
style and decor of any 
room   in   the   home. 

Swisstel phones feature tradi- 
tional high standards of quality 
with the most advanced compu- 

ter robotic technology 
for clarity of sound and 
maximum reliability. All 
models come with a 
unique five-year warranty. 
For more information 
call or write: Tom Marines, 
Swisstel, Inc., 300-l(c) 
Route 17, Lodi, NJ 
07466, (201) 470-5706. 

Tengen's High-Quality 
Video Games Deliver 
Action and Thrills 

Tengen's new 
line of indepen- 
dently produced 
Nintendo-com- 
patible video 
games delivers 
hours of thrills 
and excitement 
to even the most 
advanced home 

video-game players. The new 
games, which include Pac-Man, 
RBI Baseball and Gauntlet, are 
the first independently pro- 
duced Nintendo-compatible en- 
tertainment system games to 
be manufactured in the U.S. 
The games, which are home 
versions of some of the world's 
most popular arcade games, 
feature the same high-quality 
graphics, sound and action as 
the arcade originals. For more 
information, write Tengen, Inc., 
1901 McCarthy Blvd., Milpitas, 
CA 95035. Telephone (408) 
435-2650. 

OnSight by Uniden 

Uniden Corp. of America intro- 
duces the VM 100 and the VM 
200 Video Monitoring Systems. 
Both called OnSight, they let 
you monitor the activities of 
another room where the camera 
is mounted. 

f~———         

See if 
the baby 
is awake or who's at the front 
door. Features standard on both 
include a Charge Coupled Device 
Image Sensor, Wide Viewing 
Angle of 60 degrees, Hi /Low 
Brightness Select, and a com- 
pact size to fit almost anywhere. 
With simple additions you can 
connect them to your VCR for 
unattended monitoring. The VM 
200 includes a built-in intercom 
to talk and listen wherever the 
camera is mounted. Suggested 
retail prices: VM 100 - $329.95; 
VM 200 - $379.95. For more 
information call Madolyn Cain, 
(817) 858-3340. 

Dea/erscope 
V cce* Merchandising 

is the Marketing Magazine for 
Consumer Electronics and Major Appliance Retailers 

Editorial Offices:  401 North Broad Street • Philadelphia, PA 19108 • (215)238-5300 



Forbes Market WINE CELLARS WINE CELLARS 

BUSINESS OPPORTUNITIES BUSINESS OPPORTUNITIES 

\Become Part of a Multi-million Dollar Industry !\ 
• Refill Toner Cartridges for Laser Printers and Copiers 
• Big profits! Low overhead! Our low initial investment starts at 
• just $495.00! Full or part time. No special skills or experience 
• necessary. We provide complete training, tools 
• technical support, and wholesale supplies! 
• Call today for our free information package 
• 

s 
LASER PRODUCT CONSULTANTS 

(206) 776-6765 
4320 l%(h SW, Suite B-643 ■ Lynnwood, WA ■ 98036 

w 
REAL ESTATE 

MAJOR     PRICE     REDUCTION. 
Adjoining the national forest on two 
sides, this 1,100-acre ranch lies at the end 
of the road in its own basin, a 20-mile 
drive from Cody. The architect-designed, 
11-year-old main residence contains more 
than 6,000 square feet. The original log 
home is a classic, in good condition, and 
sited to command a panoramic view of 
the peaks of the Absaroka Range. A 
caretaker's house, barn and log recreation 
hall complete the ranch. The terrain 
includes rock palisades, open hills, lush 
spring-fed valleys, two lakes, timbered 
hillsides, aspen groves and a mountain 
stream. The price has been reduced to 
$1,500,000. 
CHAIR ROCK RANCH. More than 
9,000 acres of two private valleys at the 
end of the road in the wild and rugged 
Medicine Bow Mountains offer the 
absolute in privacy. This ranch is adjacent 
to the national forest and has two 
mountain streams running through it for 
about four miles, plus two nice lakes. 
Attractive summer improvements have 
been made. Abundant big game and great 
horseback riding country. An easy drive 
from a commercial airport at Casper. 
This part of Wyoming has all the features 
of Cody, Sheridan and Jackson, but no 
one has discovered it, yet! Contact 
exclusive agent for seller: Hall and Hall, 
Inc., I'D Box 1924, Billings, Monl. 
59103, (406) 252-2155 or (406) 682-7583. 

Prime Location 
Approved 200+ acre site lor Hotel, 

Distribution, Office in Central New Jersey. 
1000 s of feet of frontage on I-295 and 

NJTPK. Direct access off I-295 & minutes 
to NJTPK entrance 

Serious inquiries only, 

(201) 359-7970 

11,050 ACRES 
Eastern Oklahoma Ranch 

Hent Income Property 
MG Smith Real Estate 

243 
2949 

501/667-4729 

For 

Fo 
60 

New York. N 
(212)6. 

BUSINESS OPPORTUNITIES 

REPOSSESSED VA & HUD HOMES 
available from government from $1 without credit 
check You repair Also drug, seizures and tax 
delinquent foreclosures CALL (805) 682-7555 
EXT H-1030 for repo list your area 

SEIZED CARS—Porsche. Ferrari. Vette. 
etc Trucks, boats 4-wheelers. TVs, stereos, 
furniture by Drug Enforcement Agency, FBI, IRS 
Unbelievable bargains on late models Available 
your area now Call (805) 682-7555 EXT C-1031 

SELL IN JAPAN! 
LIM youf propcrt) using our Tokyo office lo 
reach 500 t Real Estate broken in Japan 

Free translation  NO COMMISSION   Your 
name listed as coniaci point  Tear sheet 

provided  Only $190 for 3 months listing 
CALL: Hon & Bunker Inc 

1-800-USA-2111 

BUSINESS ACQUISITION 

PRESIDENTS 

FIND 
'L.L. BUY IT 

t*OU   RUN   IT 
SEfcf     5UME AMD LETTER TO CHAIRMAN 
1500 kXECUTIVE DR. ELGIN, IL 60123 

THE Original VlNOTHEQUE 
Tfiis is the finest wine storage system made. 

* Automatic humidity/temperature 
control 

* Free-standing 
* Vibration free 
* Bottle aeration 
* Active odor filtration 
* Sizes from 320-1000 bottles 
* Many other options 

Request our FREE 85 page catalog of fine & rare wines. 
VlSA/MC/Am.EJtp. 

415 459-3823 415 456-9463 FAX 415 456-8858 

MARIS W*Ne CELLAR    2I384
CA94901"Rafael 

BUSINESS OPPORTUNITIES 

ATTENTION: CORPORATE AMERICA 
Become involved in the world's fastest motor 
spoil: Air Racing! Two unlimited Air Racers and 
Curtiss P-40 available for your corporate logo. 
Each will be displayed and flown in front of 
hundreds of thousands during the 1989-1990 
race and air show seasons These magnificent 
aircraft are inviting corporate sponsorship For 
further information contact Donald A, Terry, 
ICAS #1136, Huntress Ill/Strega Air Race 
Team. 4016 W Malvern. Fullerton, CA 92632 
714-526-3571,805-525-8781 (fax) 

FINANCIAL SERVICES 

BIG-NAME STOCKS 
TO UNLOAD NOW: 
My new Performance ■§ 
Ratings of all NYSE | 
stocks show 200 ex- 
tremely vulnerable 
stocks (rated 8 or 9) fj 
-including some very j 
famous names — 
which I believe could 
"take a bath." I'll rush u 
you the Performance MARTIN ZWEIG 
Ratings ($39 value) as a bonus with 
your subscription to The Zweig Fore- 
cast Time is crucial. 

Three-Month Trial $50. One Year 
$245 Visa or MC 1-800-633-2252 
Ext 9023 
THE ZWEIG FORECAST 

P.O. Box 360. Bellmore, N.Y. 11710 

ALL DISCOUNT BROKERS 
ARE NOT ALIKE! 

Muriel Siebert tailors rates to your needs 
Example 1000 shrs (a 5c 2000 to 4999 shrs 
fa 4c 5000 - shrs (a 3c OTC 3e 5000 - 
2c. $50 mm 

Trade with the discount professionals— 
Muriel Sleben & Co   Inc.. 

444 Madison Ave.. NY, NY 10022. 
1-718-SIE-BEHT ■ 1-80O-USA-0711 

M«*nt>ef NVSE   '96- SIPC Oept FB 

HARD TO BORROW? 
No Credit Check 

Guarantees Provided 
We do not make loans 

Minimum $100,000 5-20 years 
The Funding Assistance Corp. 

U.S.A. (212)755-9400 
Fax(212)755-7339 

WI\H CELLARS 

FREE CATALOG 

800'356-VINO 
»     Dept. G-2 

THE WINE ^ENTHUSIAST 
404 Irvington St.. Pleasantville, NY 10570 

BUSINESS SERVICES 

N.A.G.L.S. 
View precious tienistones for sale, 

on computer, free of charge 

(416) 238-4985 
For further information, 

(4161 238-8044 

EDUCATIONAL SERVICES 

FIT-LY APPROVED UNIVERSITY 
DEGREES! Economical home study 
for Bachelor's, Master's, Ph.D., fully 
approved by California State Dept. 
of Education Prestigious faculty 
counsels for independent study and 
life experience credits (5000 
enrolled students, 400 faculty). 
Free Information - Richard 
Crews, M.D. (Harvard), President, 
Columbia Pacific University, Dept. 
3D14, 1415 Third St., San Rafael. 
CA 94901.  Toll free: (800) 227- 
0119;  CA   (800) 552-5522, or 
(415) 459-1650 

BACHELOR,MASTER,00CT0RAT 
EARN A DEGREE Use your past experience > 
credit toward your deoree No classes seminar 
or on campus attendance Studies build upo 

youreipenence Sell paced • Send Resum 
j,       For No Cosi Evaiuaho 

5777 W  Ctntury Blvi 
l<~      Suite 605 

Oept   29 
i jjMjjM  CA 9004 

COLLEGE DEGREE 
BACHELORS • MASTERS • DOCTORATE 

For Work Lite anil Academic 
Experience Mo Classroom 

Attendance Required 

Call (213) 471-0306 
Outalda California 

1 • 800-423-3244 
or send detailed resume 

tor Free Evaluation 
Pacini Western University 

600*  SwuMUBlvO   Owl  its  los»n««!es  CA 90049 

FAST FACTS 
ABOUT FORBES 
SUBSCRIBERS: 

♦Total paid circula- 
tion: 735,000 

♦Average household 
income: $162.000 



CORPORATE ITEMS CORPORATE ITEMS WINE CELLARS WINE CELLARS 

100% Cotton/Your Logo!— 
Better Than Lacoste or Ralph Lauren! 

cpEp 
Our great quality, uncunditionally-guaranteed-polo shirts arc 100% cotton, American 
Made, and custom embroidered with your logo or design. Minimum order ju^t six >hirr- 
For a price list, brochure and information about our other great products call: 

1-800-274-4787 

The Queensboro Shirt Company 
Dept F-14, 119N 11th St., Greenpoint, NY 11211 

We Will Not Be Vmlersold-Call us First! 

WlNECELLARS- USA 
Most Units Shipped From Stock! 

Single Temp Models      Retail Your Cost 
440 Bottle Capacity 
700 Bottle Capacity 
250 Bottle Capacity 
296 Bottle Credenza 
Dual Temp Models 

$ 2495        $ 1695 
3495            1995 
1795            1395 
2495            1695 

Retail Your Cost 
600 Bottle Capacity $ 4995 
880 Bottle Capacity 4495 
1400 Bottle Capacity^} door   6500 

$ 3495 

2995 
3795 

Visa/MC/AmEx/Discovet Model 700 

Custom Cellars & Racking Systems - Call For Catalog 
134 W 131

ST
 St. Los Angeles • 800/777/VINO (777-8466) or in CA 213/719-9500 

FACSIMILE MACHINES 

mmncA s u ww^jra STJUJU-TJ* 

COMPUTERS 

imARYmflClNDUSTRIESINC 
Our 12ih \earot DISCOUNTS, 

COMPUTERS & CELLULAR PHONES 
Fgl- Prepaid   Save Tax 
Toll Free 800-231-3680 

BS» 
22511 Katv Fwv , Kalv (Housmn) TX 77450 

1-713-392-6747 Fax (713) 574-4567  

MISCELLANEOUS FOR SALE 

INVESTMENT GEMSTONES! 
GUARANTEED LIQUIDITY!!! 

We buy & sell Diamonds and all Precious 
Gemstones. Free wholesale catalog since 
1967! Member: Jewelers Board of Trade & 
Chamber of Commerce. 

HOUSE OF ONYX 
One Main Street 

Greenville, Kentucky 42345 
.   TOLL FREE 1-800-626-8352 

HARING IS CARING 

Make your training messages 
stick with humor. 
Learn how from John Cleese. 

Free 8 minute video rental 
with your first order of a 
Video Arts program in 
management, selling, or 
customer care. 

For a FREE 
catalog call: 

VIDEO 
ARTS 
1-800-553-0091 
xl69 

In IL 
1-312-291-1008 
xl69 

EXECUTIVE GIFTS 

CIGARS CIGARS 

LOOK! 
EXECUFOLD™ 
Desktop Folder 

Simply drop in a letter, 13 sheets stapled or 
unstapled lor a perfect fold everytime. 

List $279 00 — 30 Oay Money Back Guarantee 

^jSjl Machines for Business _ 

20505 EAST VALLEY BLVD., WALNUT, CA 91789 

Call: 800-255-3713   S - 
For Your Nearest Dealer      •     "B" 

Forbes: Capitalist Tool 

H. UPMANN 
LONSDALE 

CIGARS 
i40% OFF 

Box of 25, 6V2 RG42 
Natural Wrapper 

$31.50 

MERCHANDISE 

STOP SWEAT, 
FOR6WEEKSJ 
DRIONIC®— the 
answer to costly and 
embarrassing under- 
arm, hand or foot 
sweat. Short treatment 
with electronic Drionic 
keeps these areas dry 
for 6 week periods. Try 
doctor recommended 
Drionic @ $125 ea. pair 
(specify which). Send 
ck or MC/Visa # & exp. 
date. CA res. add 6% 
tax. 45 DAY MONEY 
BACK GUAR. 

GENERAL MEDICAL CO. 
Dept. FOB-19 

1935 Armacost Ave. 
Los Angeles, CA 90025 

Phone orders —MC/ 
Visa —800 HEAL DOC C ISB9GENMEDCO 

AUTOMOBILES 

1973 Ferrari Da v tony Spyder 

Original. One owner. 8900 miles. 
Red with Tan. Like factory new. 
Investment potential unlimited. 
Offers over $2 million. Private 
sale by owner. Contact Sue. 

(602) 840-2345 

Special 10% discount on classified ads that run in both 
AMERICAN HERITAGE Market/Classified and FORBES Market/Classified. 

I ORDER TOLL-FREE^ 
1 800-672-5544 

(New York: 212-221-1408 
Have your VISA or MasterCard Ready. 

CALL FOR FREE CATALOG 
And Discounts On Fresh, Perfect 

DON DIEGO   H. UPMANN   TE-AM0 
CABANAS    M0NTECRUZ    HENRY CLAY 
PRIM0 DEL REY... ANY TOP BRAND! 

Charge to VISA or MasterCard or send 
check or M.0. Add $2 shipping. New 
Yorkers add sales tax. Offer expires 
6/30/89. F0202 

FAMOUS SMOKE SHOP 
55 West 39th St., New York NY 10018 

■  «■  ■■  mm  MI  ■■ 

BUILDING SUPPLIES 

£xcellence inQak 
Meticulously detailed oak entrances 

interiors for prestigious 
homes and businesses. 

Our exclusive handmade 
door and moulding 
systems are produced 
on a limited basis 
by master craftsmen. 

We invite yon to call 
or write for free 
leaflet, SS brochure 
package, or complete 
$12 portfolio. 

lull** 
>Box898-F 

Ignacio, CO 81137 
800/245-3667 Ext. F 

EXECUTIVE GIFTS 

COMMAND 
ATTENTION 

A man's 
image of 
distinction 
is conveyed 
by his tie! 

Choose from 
this catalog's 
unique selection1 

of fashionable, pure silk, finely sewn ties 
carefully selected to project authority. 

^OWER TJES- 
Call for free catalog 1-800-365-0999 



Streetwalker 
Edited by Thomas Jaffe 

Growth with a dividend 
Prescott, Ball & Turben's Elliott 

Schlang likes growth stocks that 
also pay decent dividends. At the mo- 
ment, Schlang is recommending $501 
million (sales) Chemed Corp. Over 
the last five years sales have com- 
pounded at 13% annually. Mean- 
while, in its 18 years as a public com- 
pany, Chemed has increased its divi- 
dend 19 times—compounding at 
nearly 9% a year over the last 10 
years. Current yield: 5.4%, on a recent 
NYSE stock price of 337/s. 

A former subsidiary of W.R. Grace, 
Chemed produces specialty chemi- 
cals. The DuBois division, accounting 
for more than half of sales, supplies 
the transportation, manufacturing, 
food processing, uniform rental and 
linen supply industries, with water 
treatment chemicals, lubricants and 
detergents. 

Chemed also owns 84% of National 
Sanitary Supply (the rest trades o-t-c 
at around 137/s per share); 
this holding accounts for 
another 33% of Chemed's 
sales. National Sanitary is 
the largest U.S. distribu- 
tor of cleaning com- 
pounds and maintenance 
equipment to the restau- 
rant, lodging, educational 
and health care markets. 

Also among Chemed's 
holdings is 61% of Roto- 
Rooter, which Schlang 
has long liked (recent o-t-c 
price of 233/s). Roto-Root- 
er is the U.S.' leading sew- 
er and drain cleaner; the 
stake accounts for 12% of 
Chemed sales. 

Rounding out the 
Chemed picture is its 
26% of NYSE-listed Omni- 
care (price of 83/g), a $149 
million (sales) supplier of medical and 
dental products to private practices. 
Ommcare's sales are not reported in 
Chemed's overall revenues. 

Last year Chemed earned $2.15 a 
share fully diluted. Schlang estimates 
earnings will rise 14%, to $2.45, in 
1989. At recent pnces, then, it's sell- 
ing for 14 times earnings, a premium 
to the market's multiple. But Schlang 
believes this is a reasonable multiple 
for a growth stock with a solid divi- 
dend and a proven record. The em- 

ployee stock plan and insiders, led by 
J. Peter Grace Jr., own 25% of the 
10.9 million fully diluted common 
shares. 

No chain reaction 
Lots of takeover rumors in the super- 

I market stocks. No great surprise, 
given the wave of deals in the indus- 
try since Kohlberg Kravis Roberts ac- 
quired Safeway Stores in 1986. But 
take a closer look and what you see 
for the most part are leveraged 
buyouts and restructurings. To name 
a few: Supermarkets General, Stop & 
Shop, Cullum Cos., Big V, Pueblo In- 
ternational, Tops Markets, Ralph's 
and, biggest of all, Kroger. 

Question: Does all this make the 
remaining independents a buy? Not 
necessarily. There aren't many pub- 
licly held companies left trading for 
multiples of cash flow cheap enough 
to warrant share prices significantly 
higher than the current market. 

I 
/SMtfX r VI1 N "N 

 A   3»w      1 
A Winn Dixie supermarket 
Strong cashflow, but heavy insider ownership. 

Two of the bigger-cap possibilities 
that come to mind are $18.5 billion 
(sales) American Stores—recent NYSE 
price of 59%—and $9 billion (sales) 
Winn-Dixie Stores, Inc., based in 
Jacksonville and the largest chain in 
the Sunbelt (recent NYSE price of 
453/s). Both are selling for about five 
times estimated operating cash flow. 

These chains are cheap for a reason. 
Many of their stores are smaller, as 
they have spent relatively less on re- 
modeling than many of their competi- 

tors over the last ten years. In addi- 
tion, both have pretty big insider 
holdings. The Skaggs family owns 
11% of American. The Davis family 
owns 38% of Winn-Dixie's 40.1 mil- 
lion common shares. 

Don't get Streetwalker wrong. We 
aren't saying there won't be more su- 
permarket takeovers. We're just say- 
ing there is no reason to chase Ameri- 
can Stores, Winn-Dixie or good small- 
er regional chains such as Hannaford 
Brothers (recently 26 on the NYSE) or 
Albertson's (NYSE price: 41 Vs) at cur- 
rent prices. These stocks are currently 
trading not on fundamentals but at 
levels inflated by the hopes of take- 
overs, based on past takeovers. The 
hopes may, or may not, pan out. 

Beam me up, Comsat 
Analyst Charles Schelke of Smith 

Barney, Harris Upham & Co. is 
picking up growth signals at Commu- 
nications Satellite Corp. Recent NYSE 
price: 297/s. Schelke says that $345 
million (sales) Comsat has undergone 
big changes over the past two years. In 
1987 the Washington, D.C.-based 
company discontinued its earth satel- 
lite operations, direct-broadcast satel- 

lite business and the man- 
ufacture of telecommuni- 
cations products. 

Comsat has refocused 
on its traditional business, 
26.5%-ownedintemation- 
al satellite systems (Intel- 
sat). Its recent deal with 
MCI, for instance, is the 
latest in a series of major 
customer commitments 
to long-term contracts to 
transmit specified levels 
and incremental amounts 
of voice traffic via Intel- 
sat in exchange for rate 
reductions. 

As for growth areas, vid- 
eo enterprises provide sat- 
ellite-delivered in-room 
entertainment and infor- 
mation services to hotel 

_ and motel guests. As 1989 
systems   were   installed   in began, 

287,000 rooms, with 37,000 more un 
der contract. Schelke estimates that 
390,000 rooms will be hooked up by 
year-end 1990, and expects the opera- 
tion to be in the black in 1991. 

Also promising is international 
ship-to-shore communications via 
satellite, Inmarsat. At present, 
Schelke notes, most cruise ships have 
only one voice channel—you can 
imagine the length of the line that 
forms. Comsat aims to persuade ship- 
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owners to select Inmarsat as their car- 
rier and then offer passengers conve- 
nient in-stateroom phone service. 

Caveat: With 1989 earnings esti- 
mated at $3.35 a share, about the 
same as last year, Schelke admits 
Comsat's improving prospects won't 
be evident until early next year. From 
1990 on, however, Schelke thinks a 
minimum growth rate of 6% to 8% 
should be possible. His target price for 
the stock is $40, a healthy 33% premi- 
um over its current level. There are 
18.4 million shares outstanding. 

Oil play, sort of 
Talk about a highflier laid low. In 

1981 the stock of GEO Internation- 
al Corp. reached a high of 46 Vi. But as 
prospects in the oil patch worsened, 
so, too, did the profits of this provider 
of oilfield equipment and services. 
From 1983 to 1986 the Stamford, 
Conn.-based company ran heavily in 
the red. As for its NYSE-listed shares, 
by 1987 they had fallen below 2. 
Many oilfield stocks have recently 
rallied. What about GEO? Recently the 
stock was up, but to just 4Vi. 

Why hasn't GEO done better? Ana- 
lyst Peter Keane of Charlotte's Inter- 
state/Johnson Lane thinks it's be- 
cause $170 million (sales) GEO is 
much changed from what it was in 
the mid-1980s. Keane hastens to add 
that it has changed for the better—and 
that the market hasn't caught on. 

In 1987 GEO acquired Advance Pro- 
cess Supply, the leading U.S. manu- 
facturer of silk-screen printing equip- 
ment, inks and supplies, for nearly 
$20 million in cash and stock. Last 
year Advance accounted for 47% of 
sales and 55% of operating profits. 
Meanwhile, oilfield tubular goods, 
seismic surveys, drilling fluids and 
pipeline inspection represented just 
38% of sales and 28% of profits. 

For the fiscal year ended Sept. 30, 
the company earned 45 cents a share, 
more than double the previous year. 
While Keane isn't looking for much 
more than that in the current fiscal 
year, he points out that at roughly ten 
times estimated earnings based on the 
prospects its new core business, the 
potential leverage in GEO'S traditional 
business is being discounted in the 
stock. As a cheap way to play a turn- 
around in the oil patch, he thinks GEO 
makes a lot of sense. And if the oil 
patch doesn't perk up, there are the 
new non-oil-related assets. There are 
16.4 million common shares. Direc- 
tors own 5.4%; Robert E. Torray & 
Co., the value investors, owns 4.6%. 
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"This is the way you always 
imagined the South Pacific 
7S1ST3I Read what 

Andrew Harper's 
exclusive guide to unspoiled places   HJdecM/acyRepvrt 
says about Malcolm Forbes' 
exotic Fiji Island paradise. 

It's the vacation 
of a lifetime for 
$2,150 a week! 

. A 
^^    ^^aken as a whole, Fiji is 

I       'perhaps the most idyllic and 
■ ■ I hospitable archipelago in the 
i I        South Seas, its essence 

■J^.    springing right from the heart 
of unpretentious people whose en- 
thusiastic greetings of 'bula' are a re- 
flection of the welcome and care 
extended to visitors. 

"This is the way you always 
imagined the South Pacific to be - 
an unspoiled, once-upon-a-time 
tropical isle seen by very few people 
outside Fhi since it was first spot- 
ted by Captain Bligh from the decks 
of the Bounty two centuries ago. 
Situated 200 miles out to sea north- 
east of Nadi, Laucala is the lushest, 
remotest and most exclusive of all the 
destinations in this corner of the 
world. The island is ringed by impres- 
sive coral reefs, shell-strewn 
beaches and a beautifully manicured 
coconut plantation whose terrain 
rises upward to a mountainous interi- 
or rife with giant ferns, mango trees 
and wild birds.... 

"It was only recently a decision 
was made to share this unique spot 
with compatible travelers capable 
of appreciating the charm and unhur- 
ried atmosphere such a pastoral 
sanctuary can offer. Peace and priva- 
cy, of course, are still paramount, 
so don't expect to find a traditional 
full-blown social resort, but rather 

Contact: 
Fiji Manager 
Attn: Errol Ryland 
Fort Garland, CO 81133 
(719) 379-3263 

J 
an intimate cottage colony accom- 
modating no more than 8 guests in 
residence at any one time. 

Meals are a delight here, begin- 
ning with breakfast prepared by a 
cook and housekeeper in the priva- 
cy of your own bungalow at any hour 
you wish. Dinner and lively conver- 
sation are enjoyed at the atmospheric 
Plantation House ... 

"A wide range of daytime diver- 
sions are available including top- 
notch sport fishing aboard a spe- 
cially-designed 45-foot deepsea boat 
staffed with a knowledgeable cap- 
tain and crew at your call. Tuna, mai- 
mai, snapper, jack fish and sailfish 
are all regularly hooked in these vir- 
gin grounds, plus an occasional 
black marlin. There's also superb 
snorkeling/scuba diving (tanks and 
weights provided) in the transparent 
offshore waters where stunning 
reefs harbor colorful coral heads 
teeming with rare tropical fish and 
specimen shells  

"It's always satisfying to uncover 
an idyllic island these days that is 
still pretty much the way it has 
always been, and even nicer when 
you realize the owner is determined 
to keep it that way. Very, very spe- 
cial - particularly for those who want 
to sample a relaxing tropical life- 
style that is fast disappearing in the 
South Pacific ... ■■ 

Fire up my imagination! 
Send me a free color brochure. 

H 

Name 

Zip. 
89R7_ 
415 



A special FORBES 
advertising supplement, 
"Business Leeks At 
Good Health" will appear 
in the June 26, 1989 issue. 
The target of the report is the 
American business community— 
those executives who are too 

driven to win the daily battle 
off business to be aware off 
the dangers inside 
their own bodies. 

iSl® 
FORBES Magazine has 

teamed up with Robert Kowalski 
author of the best-seller. 
The 8- Week Cholesterol Cure, to     ■ " — 
produce this timely supplement. 
Mr. Kowalski s message will be positive 
and upbeat. And, it will provide a defined 
path to making clearer decisions and 
creating a happier work style with less str< 

"business Looks At Good Health 
will reach executives when they are at home 

where most read FORBES—away from the distractions 
of the office and where they spend an average of over 
2 hours with each issue. It's a perfect opportunity to 

ich an important market— nearly 3 million affluent 
Americans including mam of the most high-powerec 
executives m the country. And. you can reach them 
with your advertising message in a positive 
environment when they will be most receptive to 
what your company has to contribute to their 
well being It is a great opportunity to put a 
health) glow on your L989 sales picture. 

I closing is May 1   T< I reserve space or 
for further information, 

please contact your local 
ic )RBES representative, 

\rnold I. Prives at 
\1) 620-2224. 

1 

Source  MMR 1988 

Forbes 
Capitalist Tool 



Flashbacks 
Edited by Dero A. Saunders 

"The more things change...." 
Items from past issues of FORBES 

Seventy years ago in FORBES 
(From the issue of May 3, 1919) 
"Walking along Worth Street, New 
York the other day I ran into a crowd 
that the police sought vainly to dis- 
perse. At one side of the street was a 
queue of the most pitiable collection 
of human wreckage I have ever be- 
held. They were dope fiends, lined up 
outside a city institution to receive, 
when the doors opened, their daily 
dose of narcotics. Some of them had 
been in line for hours ahead of time, 
so eager were they to obtain their 
deadly drug." —B.C. Forbes 

"During the last nine months our ex- 
cess of exports over imports has 
reached the staggering total of $2.8 
billion—our imports from Europe this 
fiscal year have been the lightest in 20 
years. The world cannot afford to con- 
tinue paying any such bill. If we are to 
maintain our exports at a high level, 
then we must encourage, not discour- 
age, imports." 

Sixty years ago 
(From the issue of May 1, 1929) 
"During 1928 there were more than 
625 direct bank mergers, involving 
more than 1,250 national and state 
commercial banks, trust companies, 
savings banks and private banks in 
almost every state. This means that at 
least one out of every 21 banks in the 
U.S. last year was involved in a merg- 
er, consolidation or absorption with 
another bank." 

"Socialist insurgents brought about a 
Cabinet crisis around the middle of last 
month by refusing to vote further funds 
for Germany's huge 9,000-ton 'mys- 
tery cruiser' which is to carry 11-inch 
guns. Chancellor Herman Mueller pre- 
vailed by pleas to stand by his govern- 
ment during the reparation crisis, and 
matters appear to have been patched 
up, at least temporarily." 

Fifty years ago 
(From the issue 'of May 1, 1939) 
"Whether he is manufacturer, distrib- 
utor or retailer; whether he is in heavy 
industry or light industry or the ser- 
vice industries; whether he heads a 
company with a payroll of thousands 
or is responsible for only a one-desk 
department—no matter what his 
place and position in business, the 

New York 1939 World's Fair theme, the 
700-foot Try Ion and 200-foot Perisphere 

businessman will find it decidedly 
worthwhile to visit either or both 
[World's] Fairs." 

"Colonel   Charles   A.   Lindbergh   is 
doubtless the best-informed authority 
in the world today on the air strength 
of leading nations. Both Russia and 
Germany showed him everything 
while showering him with honors. 
How will these countries view the 
announcement that this Reservist has 
been 'drafted' into active Army ser- 
vice? Perhaps they will regret having 
taken him into confidence." 

Twenty-five years ago 
(From the issue of May 1, 1964) 
"For all the money that it takes in, 
restauranting is a ridiculously unprof- 
itable business. According to a study 
by the National Restaurant Associa- 
tion, the average restaurant makes 
somewhere between 0.3% and 0.7% 
profit on sales after taxes. Last year 
1,383 restaurants went bankrupt . . . 
21% of all retail failures." 

"The Republican convention picture 
is clearing rather rapidly. At least mi- 
nority me thinks so. Senator Goldwa- 
ter will go into the convention with 
quite a thumping collection of dele- 
gates. On the first ballot he'll have so 
many votes the unenthusiastic unin- 

formed will be quite unnerved. 
"Relax. He is as presidentially dead 

as Rocky, only his convention pallor 
will be deceptively rosier. As the polls 
show, most—a sizable most—Repub- 
licans don't want him as nominee." 

—Malcolm Forbes 

Ten years ago 
(From the issue of April 30, 1979) 
"In August 1977 a Chevron (Standard 
Oil of California) drilling crew north- 
west of Baton Rouge, La. was probing 
for gas in a deep well in what was once 
North America's continental shelf. At 
21,346 feet they did not so much hit 
gas as gas hit them. It burst up, not 
through the drill pipe but through the 
steel casing around the pipe and out 
the hole at the incredible rate of 140 
million cubic feet per day, enough to 
heat half of New Orleans. . . . 

"The strike was both good and bad 
news. The bad news was a $ 15 million 
writeoff of the exploratory well. The 
good news was the confirmation of a 
gas-bearing belt now known to 
stretch 200 miles across Louisiana 
called the Tuscaloosa Trend—so 
named because it was first identified 
geologically in Alabama." 

Map of the neufound Tuscaloosa Trend, 
a major Louisiana gas-producing area 

"When the price of oil was abruptly 
jacked up from S3 a barrel to almost $ 12 
in 1973, the U.S. responded by export- 
ing dollars to pay the bill, the Japanese 
by exporting TV sets and automobiles 
and the Republic of Korea by exporting 
100,000 human beings to build cities 
and port facilities in the Middle East. 
By such bootstrap methods did this 
poor but developing economy over- 
come the oil shock and, while other 
developing economies stagnated or 
lost ground, resume an economic 
growth rate that has replaced Japan's 
as the wonder of the world." 
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Moderate ex and 
toil, so far from 
prejudicing, strengthen 
and consolidate the body. 
RICHARD RUSH 

Whatever increases the 
strength and authority 
of your body over your 
mind, that is sin to you, 
however innocent it may 
be in itself. 
ROBERT SOUTHEY 

Pleasure's a sin, and 
sometimes sin's a pleasure. 
BYRON 

Let the world have whatever 
sports and recreations please 
them best, provided they 
be followed with discretion. 
RICHARD BURTON 

None so little enjoy themselves, 
and are such burdens to 
themselves, as those who have 
nothing to do. Only the active 
have the true relish of life. 
WILLIAM JAY 

Amusement that is excessive 
and followed only for its 
own sake, allures and 
deceives us. 
BLAISE PASCAL 

Think like a man of action, 
act like a man of thought. 
HENRI BERGSON 

People of the same trade 
seldom meet together for 
merriment and diversion, 
hut the conversation ends 

i   spiracy against 

the I 
is good ai 
SENECA 

Thoughts 
on the Business of Life 

Tlje true purpose of recreation 
s/jould be not merely to amuse, 
not merely to afford pleasure, 
not merely to "kill time," but 
to increase our fitness, mhance 
our usefulness, spur achievemeiit. 
Any form of recreation that 
impairs either our physical 
or mental efficiency does not 
recreate. Real recreation 
quickens aspiration. 
B.C. FORBES 

There is such a thing as 
a sacred idleness, the 
cultivation of which is 
now fearfully neglected. 
GEORGE MACDONALD 

Men cannot labor on always. 
They must have recreation. 
ORVILLE DEWEY 

There is always some levity 
even in excellent minds; 
they have wings to rise, 
and also to stay. 
JOSEPH JOUBERT 

Restraint is the golden 
rule of enjoyment. 
LETITIA LANDON 

Tranquil pleasures last the 
longest. We are not fitted to bear 
long the burdens of great joy. 
CHRISTIAN BOVEE 

More than 6.000 "Thoughts." indexed by 
author and subject, are available in a two- 
volume boxed set at S31.95 ($18.50 per vol- 
ume li purchased separately). Also avail- 
able, a one-volume edition of over 3.000 
"Thoughts." Price: $18.50. Send check and 
order to: Forbes Inc., 60 Fifth Ave.. New York, 

10011. Add sales tax on orders m New 
folk Stale and other states where applicable. 

There is nothing like fun, 
is there? I haven't any 
myself, but I do like it 
in others. 
THOMAS HALIBURTON 

A cigarette is the perfect 
type of a perfect pleasure. 
It is exquisite, and it 
leaves one unsatisfied. 
What more can one want? 
OSCAR WILDE 

Our body is a well-set 
clock, which keeps good 
time, but if it be too 
much or indiscreetly 
tampered with, the alarm 
runs out before the hour. 
JOSEPH HALL 

Dwell not too long upon 
sports; for as they refresh 
a man that is weary, 
so they weary a man 
that is refreshed. 
THOMAS FULLER 

A Text... 
Not that which goeth 
into the mouth 
defileth a man; 
but that which cometh 
out of the mouth, 
this defileth a man. 
MATTHEW 15:11 

Sent in by Joe Server, Troy, Mich. What's 
your favorite text? The Forbes Scrapbook 
of Thoughts on the Business of Life is 
presented to senders of texts used. 

A good sweat, with the 
blood pounding through 
my body, makes me feel 
alive, revitalized. I 
gain a sense of mastery 
and assurance. I feel 
good about myself. Then I 
can feel good about others. 
ARTHUR DOBRIN 
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Foreign exchange. 
It started as a simple purchase of a box 

lunch on a Shibuya side street. And ended by 
yielding some expert travel advice from an 
unexpected source. 

That's Tokyo. By way of United. 
United can get you to Tokyo from 

all across this country. With friendly skies 
service that provides the best in international 
travel: fine food, fine wine, and attention to 
the fine details. 

Because we know, like you, that the little 
joys along the side streets can make the fast 
track a lot easier. 

United. Rededicated to giving you the 
service you deserve. 

Come fly the friendly skies. 

f r 
1 

*: 

»      # 

I 
OTO* 
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u ODGE DYNASTY LE. With its combination of elegance and value, the 1989 
dynasty LE gives classic performance new meaning. With room for six. Plenty of 

interior amenities. A standard V-6. Available anti-lock brakes. And an electronic 
4-speed Ultradrive automatic, the most advanced 
transmission you can buy. Plus our exclusive   \ 
7 year or 70,000 mile Protection Plan* Dodge 0|J35e 
Dynasty. Classic performance defined. 7/70 3   ™E PERFORMANCE D,VIS,ON OF CHRYSLER MOTORS 

mm h 

. See this powertrain limited warranty & its restrictions at dealer. BUCKLE UP FOR SAFETY 



You used to hate it when he told you what to do. 
Now sometimes you wish he would. 

A : mj. 
at are you saving the Chivas for? 

To send a gift of Chivas Regal anywhere in the U.S.A. 
call 1-800-238-4373. Void where prohibited. 
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'Live all you can; it's a mistake not to. 
—Henry James 

For the name of the Rolls-Royce 
dealer nearest you, call 1-800-851-8576. 

THK NAMh "ROLLS ROY( V AND THE MASCOT. BAIXJK. 
AND RADIATOR GRILLE ARK KKGISThRKD TRADfcMARKS 

•   R( MXS-ROVCE MOTOR CARS INC . 1988. 
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UNDOTTEO IS 
NOTHING BUT 
Arkwright has one purpose. To help its customers throughout the world minimize their 
long-term cost of risk. To do this, we provide a wide range of risk management services, 
which we apply in a disciplined and straightforward way. First, working with our custom- 
ers to identify, evaluate and reduce risk through engineering. Then, tailoring a program 
to protect exposures that cannot be eliminated. The key is constant communication and 
attention to detail. We're not saying we're perfect. Only that at Arkwright, we try to be. 

ARKWRIGHT 
Arkwright Mutual Insurance Company 

Hobbs Group. Inc. 
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"My people had to drag me to an IBM meetiri 
Then I didn't want to leave? I 

"I already owned IBM computers. I didn't need another 
sales pitch. 

"But they weren't trying to sell me computers. We spent 
four hours talking about the whole future of my business. 
And how the computers we already own can help make us 
more money 

"111 take a meeting like that any day." 

The Solution: An IBM strategic counseling 
tram can help a company like yours get the most out of the 
computers you own now. \s well as the computers \<>u'll 
own in the future. 

By examining your business, and weighing the forces 
that affect it. they 11 show you how to turn your computer 
system into one of your most profitable assets. 

It s just another way IBM is learning about vour needs, 
and providing the best solutions. 
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Dennis who? 
Washington? Senior Editor Richard Stern looked puzzled that 
day last fall when Montana stockbroker Ian Davidson pointed 
through the window of his Cessna to a busy railroad yard far 
below in Missoula. The yards were a small part of the business 
empire created by a locai-boy-made-good named Dennis Wash- 
ington. Washington had, among other things, taken the closed- 
down Anaconda Copper mine and turned it into a huge money- 
maker again. Washington wasn't too excited about giving Stern I 
an interview, however. While he comes across as a big, aggres- 
sive man, Washington is shy with strangers. He took some 
persuading. Stern: "I found out he's a man who goes a long way 
on trust. Washington told me things he didn't want published, 
grabbing my hand as an assurance that we had a deal." 

Stern, a New York City native, was impressed not only with 
Washington but with Montana as well. He has now persuaded 
his daughter, Alison, to enroll at the University of Montana in 
Missoula this fall, and he sent me a short memo: "By the way, 
Jim, FORBES needs a bureau in Kalispell, which isn't too far from 
Glacier National Park. Okay, how about Missoula?" Sorry, 
Dick. Nothing in the budget for that. Story starts on page 87. 

Sexual harassment 
Mark Sands 

The article "Watch that leer, stifle 
that joke" is a nonemotional eval- 
uation of the issue of sexual ha- 
rassment in business. "At first I 
felt nervous about doing the 
piece," says the writer, Gretchen 
Morgenson, whose idea the article 
was. "It's a sensitive subject and, 
as a woman, it affects me personal- 
ly. But then I said, hell, I'll ap- 
proach it just as I would a compa- 
ny story: cut through the hype and 
the propaganda and find the facts, 
the hard numbers." Objective the 
article is, but Morgenson adds 
some personal advice to working women, based on her own 
experiences during 13 years in the business world. Starts on 
page 69. 

No wonder we cant balance the budget 
Has the federal government learned much from the savings and 
loans disaster? It wouldn't seem that way, judging from what is 
going on in FHA-guaranteed multifamily property mortgages. 
Matthew Schifrin leports that "behind $1.7 billion at risk to 
coinsurers is less than $80 million in required capital." Not 
only is the leverage on the order of 21-to-l, Schifrin says, but 
many of the appraisals behind the mortgages are questionable 
"Come and get it," starting on page 41, is another potential 
horror story about federal guarantees too freely bestowed. 

On the subject of badly conceived federal programs, Howard 
Rudnitsky probes the Federal Communications Commission's 
policy of doling out tax subsidies to get broadcast companies to 
sell to minority investors. What does he find? That the program 
is a generous handout for people who are already rich. Some are 
members of minority groups, but many are simply giant corpo- 
rations. "How the rich get richer" starts on page 38. 

Gretchen Morgenson 

d/< y^i^A-4^^. 

Editor 
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Follow-Through 

Explore no 
more? 
Mar. 9, 1987 

Concerned Alaskan 

Alaska's disastrous oil spill has 
probably claimed another vic- 

tim—a bill that would allow oil explo- 
ration in the state's Arctic National 
Wildlife Refuge (Anwar). Since the£x- 
xon Valdez ran aground in Prince Wil- 
liam Sound in March, the bill has 
stalled in the U.S. Senate. It may die 
there. The 19-million-acre Arctic 
wildlife preserve, established by Con- 
gress in 1960, lies at the eastern end of 
the oil-rich North Slope. Though the 
preserve may sit atop as much as 13 
billion barrels of oil, it is an important 
breeding ground for caribou and other 
animals. Thus the environmental 
squabble. 

When FORBES visited Alaska some 
two years ago, the natives of the re- 
gion generally favored a careful oil 
exploration scheme for the preserve, 
one that would provide jobs and bring 
money into the region. Environmen- 
talists and some Beltway politicians 
opposed drilling. Last month, in the 
wake of the Valdez disaster, Senator 
Tim Wirth (D-Colo.), a leader in the 
fight against drilling in the preserve, 
shrilly capitalized on the tragedy in 
his arguments against the project. 
But, says Jacob Adams, president of 
the Arctic Slope Regional Corpora- 
tion, a Native American-owned de- 
velopment firm, residents of the area, 
while they are apprehensive about the 
oil industry's ability to do the job safe- 
ly, still favor exploration of the coast- 
al plain.—Edward F. Cone 

A touch of 
class 
Sept 22. 1986 

lean Lou is Dumas 
Hermes 

that Hermes, the glamorous French 
maker of fine silks and leathers, 
would be forced to introduce moder- 
ately priced items or even mass-pro- 
duce certain products in its campaign 
to grow rapidly in the U.S. We worried 
that a massive sales assault in Ameri- 
ca might compromise the ultrachic 
image cultivated by this 152-year-old 
family-owned company. 

Wrong. Still selling mostly hand- 
made goods, Hermes has increased its 
U.S. sales threefold, from $20 million 
in 1986 to almost $60 million last 
year. Hermes has grown by burnish- 
ing, rather than abandoning, its luxu- 
rious image. Chairman Jean-Louis 
Dumas-Hermes, the great-great- 
grandson of founder Thierry Hermes, 
has insisted that Hermes products be 
sold only in such luxury stores as Bar- 
neys New York, Nan Duskin in Balti- 
more and Philadelphia, and Neiman 
Marcus in Dallas. The company also 
reserves the right to cancel its store 
contracts any time it feels Hermes 
products are being improperly dis- 
played. Riding a wave of luxury-goods 
consumption in this country, Hermes 
will open a freestanding boutique on 
Honolulu's tony Kalakaua Avenue in 
July, bringing to nine the total num- 
ber of U.S. stores.—Zina Savvaya 

Nuts to you 
June 13, 1988 

Faulty bolts in U.S. 
tanks 

from further government contracts. 
Meanwhile, a concerted effort by the 
Justice Department has brought in- 
dictments against a number of offend- 
ing companies. In Congress, John 
Dingell (D-Mich.), chairman of the 
House Committee on Energy & Com- 
merce, will soon introduce legislation 
to make the selling of bogus bolts a 
federal crime. No one is saying Amer- 
ica's phony bolt problem has been 
eliminated, but the tide does seem to 
be turning.—E.F.C. 

The price 
was right 
May 2, 1988 

Roger Holland 
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Vou can't say FORBES doesn't have 
• class.  We didn't  just  hang our- 

selves, we did it with an Hermes scarf. 
Two and a half years ago FORBES said 

Counterfeit bolts are "a nationwide 
plague," FORBES reported last 

year. Cheap imitations of high-quali- 
ty bolts were being sold as the real 
McCoy, leading to equipment break- 
downs, bridge collapses, military 
hardware malfunctions and even the 
death of a Tennessee construction 
worker, who fell from a girder when a 
weak bolt gave way. 

A year later, the situation is im- 
proving markedly. In the military, 
where the problem has been most se- 
vere, the Defense Logistics Agency, 
which is responsible for such acquisi- 
tions, reports that testing of samples 
has reduced the number of phony 
bolts from about 30% two years ago to 
6% in a recent audit. Several vendors 
of substandard bolts have been barred 

When FORBES looked at Champion 
Products, Inc. last year, we forgot 

an old maxim: Everything has its 
price. In Champion's case, the price 
turned out to be $320 million. 

A year ago, this once-sleepy Roch- 
ester, N.Y., maker of athletic wear 
was looking good. Under the direction 
of President Roger Holland, the com- 
pany had just tripled its profits over a 
two-year period. But this success had 
attracted an unwanted suitor, the 
New York brokerage firm Walsh, 
Greenwood, which had amassed some 
20% of Champion's shares. Still, a 
third of Champion's shares were held 
by the Feinbloom family, descendants 
of the company's founder. The Fein- 
blooms told FORBES they had no in- 
tention of selling. 

That resolve wilted in the face of a 
better offer. In February the Fein- 
blooms agreed to sell out to Sara Lee 
Corp., the consumer-goods giant 
(1988 sales, $10 billion). Walsh, 
Greenwood's final offer was $61 a 
share, as against Sara Lee's winning 
bid of $77 a share, or $320 million. 
That's a rich 21 times Champion's 
1988 earnings of $15 million, on sales 
of $219 million. Sara Lee will keep 
Holland on at Champion's helm. 

Shed no tears for Walsh, Green- 
wood, though. While it didn't get 
Champion, the brokerage and its part- 
ners netted a tidy gain of some $30 
million on their 890,000 shares when 
they sold out. In the end, nobody 
didn't like Sara Lee.—William Heuslein 
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OYOTA CAMRY V6 

ALL YOUR 
INVESTMENTS SHOULD 

PERFORM THIS WELL. 
The 1989 Toyota Camry V6 will give you dividends at every turn. 

It has a 153-horsepower four-cam 24-valve V6 engine that delivers 
the impressive passing power and extra leverage you require to 

negotiate on the street most effectively. With all the hand- 
some styling, roomy comfort, smooth handling and 

reliability you expect from the Camry name. The 1989 
Toyota Camry V6. A long-term asset loaded with 

instant gratification. 
A 36-month/36,000-mile basic new vehicle limit- 

ed warranty with no deductible and no transfer fee 
applies to all components other than normal wear 

\t and maintenance items. 
1 Call l-800-GO-TOYOTA for more information 

and the location of your nearest dealer. Get More 
From Life... Buckle Up! 

TOYOTA QUALITY 
WHO COULD ASK FOR ANYTHING MORE! 
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"Civilized. That's how I'd describe Chubb's approach to insurance claims! 

claim 
worked foi 
Chubb Group of li 

A you protect your belongings with insurance from Chubb 
.^ybe that's why 97% of the customers responding to our claim su 
iiindred years. See your agent or broker, or call 800-922-0533. 

rncipate in' '.' Watch for it on PBS. 
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your trust in times of need. We endeavor to offer the fastest, most equitable 
ked real satisfaction. Perhaps its an old-fashioned way to do things, but it's 

CHUBB 
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Innocent abroad 
Corporate raider Asher Edelman took 
his game to Europe late last year. Eu- 
rope, he said, would be more hospita- 
ble to the likes of Edelman. 

He was wrong. In one of his first 
attempted raids abroad, Edelman put 
together an 8.1% position in Store- 
house Pic, a British retailer. Later, in 
Edelman style, he began making 
threats about taking over the outfit 
but never went so far as to bid on it. 

Last month, regulators at Britain's 
Panel on Takeovers & Mergers 
cracked down, imposing restrictions 
on Edelman. He must disclose any 
further stock purchases in Storehouse 
and give 24 hours' notice of selling its 
shares. Since Edelman likes to head 
quietly for the exits, this crimps his 
style. Where to now, Asher? 

Northrop's annual: 
top secret? 

if/i 

Opposite page 16 in Northrop Corp.'s 
1988 annual report is a previously un- 
published picture of three nearly com- 
pleted Northrop B-2s—Stealth bomb- 
ers. Much about Stealth, full produc- 
tion of which is to be delayed at least a 
year by Defense Secretary Cheney, is 
classified. So newspapers and maga- 
zines, eager for stuff on Stealth, have 
been happily reproducing the photo. 

Apparently Northrop had permis- 
sion of the folks at Wright-Patterson 
Air Force Base to publish the picture, 
but with one stipulation: that it be 
printed only in the annual and that no 
transparencies be provided to inter- 
ested parties. So now the Air Force is 
reportedly in hot water with the De- 
fense Department. 

Special effects 
Showscan Film Corp. of Los Angeles 
is a ti-idgling outfit that makes high- 
definition films used in, among other 
things, mock amusement park rides. 
But *ck's  been a  real  roller 
coaster recently. Traded o-t-c, it came 
public at 10 m 1987, moved to 13, 
then slid to 3 More recently, it 
climbed back to 10, for a market value 
of $30 million. All this for a company 

that lost $3 million on $4 million of 
sales in the last nine months. 

Why the run? A favorable piece on 
CNN recently generated interest in 
Showscan's patented high-definition 
filmmaking process. Just one hitch. 
No studios will make a film in Show- 
scan because no theaters are equipped 
to show it; theaters won't install it 
because there are no movies to show. 
So far, the company's bumped along, 
making films for sales meetings and 
expositions. 

Detractors note that most of 
Showscan's revenues now come from 
its "dynamic motion simulators," 
which use film and moving seats to 
create the illusion of an amusement 
park ride. The company boasts a $26 
million backlog of business, $14 mil- 
lion of it for simulators, but half of 
that is the cost of the seat mecha- 
nisms built by a Swiss outfit. Show- 
scan's revenues for the simulators 
could be around $7 million if, that is, 
all the orders get built. Even the com- 
pany warns some may evaporate. 
Showscan has already lost recent or- 
ders from Disney and a Niagara Falls 
amusement center to well-regarded 
rival Omni Films International. 

That's not all Showscan has lost. In 
March Cochairman Douglas Trum- 
bull, the special effects whiz who in- 
vented the process, quit the company. 
Looks like there may be more hype 
than hope here.—Eric Schmuckler 

GTE backs down 
Last year GTE Corp. announced plans 
to move a telephone operation—and 
some 4,000 employees—to the Dallas 
suburb of Irving. But in February the 
Texas Public Utility Commission 
slapped GTE with a $59 million annual 
rate cut and ordered it to pay $138 
million in refunds to customers, GTE 
asked the commissioners to reconsid- 
er, and then, to remind them that 
corporation-bashing isn't always po- 
litically profitable, announced it 
would cut 1,100 jobs in the state. Fur- 
thermore, GTE threatened to cancel its 
plans for the Irving headquarters. 

Soon Lone Star legislators were 
blasting the utilities regulators. Of 
the 150-member House of Represen- 
tatives, more than 100 signed a pend- 
ing resolution condemning the deci- 
sion; the refund order, they said, was 
an unfair retroactive rate cut. 

But in early April, the utilities com- 
i  ission affirmed its decision. What 

did GTE do? It said the move to Irving 
was still on, but so were the job cuts. 

Why did GTE back down on the relo- 
cation move threat? Best guess is it 
had already closed on its 113-acre 
headquarters site there and signed 
leases for interim space; the compa- 
ny's commitments totaled a reported 
$50 million. What's more, GTE spon- 
sors a pro golf tournament on a course 
next to the new company site. —E.S. 

Reining in 
cold-call cowboys 
At last, a little something's being 
done about the thousands of bucket 
shops across the nation that sell in- 
vestment scams by phone. If passed 
into law, the Telemarketing Fraud 
Prevention Act of 1989, introduced in 
Congress in March, would set disclo- 
sure standards and rules for selling by 
phone; enforcement would lie with 
the Federal Trade Commission and 
state attorneys general. 

The new rules? Investors must be 
told who is calling, where they are 
calling from and specifically what 
kind of an investment is being 
pitched. Furthermore, the bill gives 
disgruntled investors the right to pri- 
vate civil actions against fraudulent 
phone salesmen. 

The bill's none too tough, yet it has 
Wall Street in a snit. Securities firms 
have been lobbying to amend the bill 
to exclude registered broker/dealers; 
the bill's sponsor, Representative 
Thomas Luken (D-Ohio) may or may 
not see their point of view. Too many 
investors have been lied to, cheated 
and robbed by cold-call salesmen. 

Illustrailocu bv John Segal 
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The Jesse connection 
Bankers in Cleveland have been busi- 
ly trying to prop up First Intercity 
Banc Corp, the city's largest black- 
owned institution (assets, $40 mil- 
lion). The bank has a shaky loan port- 
folio, but here's an interesting twist. 
A $10 million certificate of deposit on 
the bank's books is held by the gov- 
ernment of Kuwait. Bankers were 
worried that, if that 30-day CD wasn't 
rolled over, the bank would collapse. 

How did the Kuwaitis come to First 
Bank? Many Third World govern- 
ments have placed funds with minor- 
ity-owned U.S. banks for political rea- 
sons, and this was no exception. First 
Bank was founded and run by John A. 
Bustamante, a Cuban-bom U.S. busi- 
nessman who came to fame as Jesse 
Jackson's lawyer. Around 1980, Jack- 
son convinced the Kuwaitis to park 
some petrodollars at his pal's bank at 
below-market rates. 

Bustamante was kicked out last 
summer, as First Bank's condition 
slid. Arthur Humphrey, brought in as 
president to shore up the bank, got 
approval for a recapitalization plan 
late last month in which the Kuwaitis 
may convert $2 million of their depos- 
it into equity. So the cliffhanger in 
Cleveland is ending happily for every- 
one except Bustamante: Newspaper 
reports say the FBI is investigating 
him for profiting on loans.—E.S. 

Drug on the market? 
Shareholders of Columbia Laborato- 
ries have high hopes for its Mucoad- 
hesive system, which, if approved, 
would release drugs through mucous 
membranes. So high they've bid up 
the stock from its July 1988 IPO price 
of $3 to a recent $11. That gives Co- 
lumbia—which lost $1.4 million on 
sales of $1.8 million last year—an im- 
pressive $50 million market value. 

Even   more   impressive   are   the 
close—and rewarding—relationships 
between Columbia and its underwrit- 
er, Paragon Securities, and its adver- 
tising agency, William Bologna Inter- 

! national Inc. Columbia's president, 
Norman Meier, according to the IPO 

I statement,   owns   1%   of   Paragon; 
Meier also helps out William Bologna, 

I vice chairman of Columbia's board, at 
Bologna's ad agency. In 1987 Colum- 
bia paid the agency $343,000. 

Now Columbia's running out of 
| cash. At the end of 1988, the company 
lhad $1.4 million. But it burns about 
I $375,000 a quarter and in recent 
! months has spent some $700,000 on 
nghts to another medication. That 

i leaves just a few bucks. What holds up 
! the stock price? Good question. 
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FITS IN YOUR HAND YET HAS A LIST 
OF FEATURES AS LONG AS YOUR ARM. 
The Dictamite II is Dictaphone's 
smallest, lightest microcassette 
portable, yet has a host of 
features that make capturing 
all your ideas as simple as 
speaking. 

Just to name a few: voice acti- 
vated recording starts recording as 
soon as you start talking. Digital 
display shows you exactly what 
you've recorded and where. Inter- 
nally rechargeable batteries mean 
you're always ready to go. 

To find out more, call 1-800-433- 
0880 toll-free or send in the coupon. 
Dictaphone. Time Management 

Mail to: Dictaphone Corporation, 
3191 Broadbridge Ave., Stratford, CT 06497-2559 

Name Title 

Company Phone 

Address 

City State 

M Dictaphone 
A Pitney Bowes Company 

Zip   CF5159 

Dictaphone* and Dictamite5 are registered trademarks o 
Dictaphone Corporation. Stratford CT ©1989 Dictaphone Corp. 

Foreign Language is at Your Fingertips 
with the TRANSLATOR 

Translator is the world's first multi- 
lingual, electronic pocket dictionary 
providing word conversion in five 
separate languages: 

• English • German 
• French • Italian 

• Spanish 
Just enter the word you need and the 
Translator gives you an immediate 
translation at the touch of a button. 
The Translator is completely versatile- 
French to German - Spanish to English 
- any combination of the five 
languages. Contains a 7,000 word 
vocabulary. When you travel, you'll 
never be at a loss for words again! 

And at only 6V2" high and 2V2" 
wide, Translator travels with you 
easily in pocket, purse or travel bag. 
It's ideal for frequent travellers, 
students and businessmen. Comes 
with a 90-day warranty. Only $79.95. 

To order send your name, address 
and $79.95 plus $3.00 shipping and 
handling* to: 
TRANSLATOR, 9350-F Snowden River 
Pkwy., Suite 243, Columbia MD 21045 

OR 
For American Express Card orders call: 

1-800-228-8258 
•Residents of Man, land please add $4 15 stale sales tax. 
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Readers Say 

Support America;s 
colleges. Because college 
is more than a place 
where young people are 
preparing for their future. 
It;s where America is pre- 
paring for its future. 

Give to 
the college of 
your choice. 

—. 

Forbes Subscriber Service 
60 Fifth Avenue 
New York, NY 10011 

Call: 1-800-772-9200 Ext. 338 

Change of Address. Please give six weeks 
notice. Write your new address on this 
form and return it with a recent mailing 
label from the magazine. 

New Subscription. To order Forbes, fill in 
the form and return it with a check for 
the subscription you prefer □ 1 year 
$48 □ 3 years $96 (the equivalent of 
one year free) Canadian orders, 1 year 
$77C, 3 years S172C Orders for other 
countries add $57 a year to U.S. rate. 
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Empty pages 
SIR: Why not "Ross Perot as literary 
critic" (Apr. 17)1 FORBES has repeated- 
ly shown that professional stock crit- 
ics often do far worse than guessing. 
And they are above most literary crit- 
ics in competence. 
—Carl Charbonnet 
Mountain Brook, Ala. 

Tools of the trade 
SIR: Re Fact and Comment II (Apr. 3X 
Letting Greenspan and the Fed have 
their way is like finding the plumber 
you've called to fix a leaky faucet has 
only one tool in his bag ... a sledge- 
hammer! Send him packing before he 
does too much damage! 
—Howard Nelson 
Gates Mills, Ohio 

Sold 
SIR: After those kind words (Fact and 
Comment, Apr. 17) you can sell me a 
lifetime    subscription!    Tell    Steve 
Forbes he now needs to spend more 
time on agricultural issues! 
—Clayton K. Yeutter 
Secretary of Agriculture 
Washington, DC 

Cynics beware 
SIR: "Ethical shopping" (Apr. 17) 
might seem amusing to those who 
have given up on changing the world, 
but for some it is the beginning of a 
new way. Given the choice, I will not 
buy a product that is at odds with 
what I believe. I did watch Flipper, and 
issues of apartheid are important, and 
it does matter whether a corporation 
has an environmental policy. 
—-Jerry .\eu burger 
New Orleans. In 

Believers 
SIR: Re your article on Boston Univer- 
sity's investment in Seragen, "Letting 
the losses run" (Apr. 17). Any corpo- 
rate vultures attracted by your gamey 
story can be assured that Seragen is in 
good shape, that it has the backing of 
the university and that, while we seek 
private investors and corporate part- 
ners, we do so only on terms that 

reflect our confidence in this fine 
young company. 
—Arthur G.B. Metcalf 
Board of Trustees of 

Boston University 
Boston, Mass. 

Grounded 
SIR: Re Fact and Comment (Apr. 3). 
Isn't it ironic that 30 days after the 
flight the United Air Lines pilot was 
considered incompetent by the FAA to 
fly a 747? In fact it would be a breach 
of regulations to even admit him to 
the flight deck of a 747 in flight. The 
only reason is that he turned 60 a few 
days after this flight. 
—Ned Wilson 
Retired captain, Pan Am 
Fort Davis, Tex. 

SIR: We are proud of the efforts of 
Captain Cronin and his crew. 
—Stephen M. Wolf 
Chairman and President 
United Air Lines, Inc. 
Chicago, III. 

Well said 
SIR: Your editorial on the Third World 
debt crisis (Fact and Comment, Apr. 3) 
accurately summed up the problem in 
a nutshell. 
—Nicholas F. Brady 
Secretary of the Treasury 
Washington, DC. 

Neglected split 
SIR: Re "Born-again stocks" (Mar 20). 
Lamps represent less than 25% of our 
company's sales. The initial public 
offering price of $ 14 per share noted in 
your article does not take into ac- 
count a 2-for-l split effected subse- 
quent to the IPO. 
—John C Garbarino 
President and CEO 
Chartwell Group Ltd. 
Westport, Conn. 

Some eke 
SIR: The story "We understand risk" 
(Mar. 20) created some inaccurate per- 
ceptions of Cigna. Unum's premium 
share of the long-term-disability mar- 
ket (17%) is not greater than that of 
its four largest competitors combined. 
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Cigna currently has 15% and Mutual 
Benefit has 7%. 

Also, our return on equity on long- 
term disability business has averaged 
in excess of 25% during the last three 
years, which belies the statement that 
"Cigna and others eke out barely sat- 
isfactory returns." 
—Michael J. Monroe 
Vice President Corporate 

Relations 
Cigna Corp. 
Philadelphia, Pa. 

Dress for success 
SIR: HOW correct you are about uni- 
forms for school children (Fact and 
Comment, Apr. 17). As one rather fierce 
teacher put it to me at the tender age 
of 11: "You wear a uniform because 
this isn't a place for fancy dress. 
You're here to work!" 
—J.B. Syrett 
Rancho Palos Verdes, Calif. 

SIR: Uniforms in public schools? This 
doesn't sound like you! What if you 
were forced to wear pink leathers 
while riding your hog? 
—Tim Houting 
North Wilkesboro, N.C. 

SIR: Until America's parents accept 
their responsibilities,  all the  "uni- 
forms" in the world will fail to correct 
our basic problems. 
—Monroe Hall 
School board member 
Paris, III. 

Capital idea 
SIR: Re reducing capital gains taxes 
(Fact and Comment II, Apr. 17). With 
our tax system ignoring long-term in- 
flation, it is foolish to invest for long 
periods of time. At the very least, the 
capital gains tax needs to be indexed 
for inflation. 
—Wm. C Feldbaumer 
Warrington, Pa, 

Sacred car 
SIR: Re Japan's protected rice industry 
(Fact and Comment, Apr. 17). One 
might argue for protection of the U.S. 
auto industry using your own words. 
More than just another appliance, the 
automobile in the U.S. has a total, 
embracing cultural significance. It is 
as close to being sacred as anything. 
—Robert F. Gibson 
Thornville, Ohio 
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Hartmann believes there's 
nothing basic about basic black. 

Black. It's sophisticated. Distinctive. Elegant. Smart and sleek. 
In short, anything but basic. That makes it the perfect 

color for our executive business cases, already available in 
cordovan, chestnut and belting leather. We rest our case. 

Send tor a list of your nearest Hartmann 
dealers, Dept   5132   c> 1988 Hartmann 
Luggage. Hartmann Dr, Lebanon. 
Tennessee 37087 

httrft nmomr 
Handcrafted since 1877' Du Pont TEFLON' 

water & stain repeller 

S 

FIDELITY AGGRESSIVE TAX-FREE PORTFOLIO 

Fidelity's Highest 
Tax-Free Yields 

Aggressive Tax-Free is designed to seek 
the highest federally tax-free yields* among 
lower-rated, more volatile long-term munici- 
pal bonds. At the 33% maximum federal 
income tax rate, you'd have to earn 12.15% on 
a taxable investment to equal the income from 
a federally tax-free investment yielding 8.14%, 
as the chart shows. The fund's share price, 
yield and return will vary, and you may have a 
gain or loss when you sell your shares. 

Total returns include change in share price and reinvestment of dividends. Average Annual Returns are aver- 
aged figures and not year-by-year results. Historical performance figures do not reflect the fund's 1% 
deferred sales charge (applicable only on shares held less than 6 months), which would reduce performance. 
The adviser paid some of the 
fund's expenses during these 
periods, which increased total     Fidelity Aggressive Tax-Free Portfolio. 
return. *A portion of the fund's       For more complete information, including management fees and 
income may be subject to the expenses, call or write for a free prospectus. Please read it care- 
alternative minimum tax. fully before you invest or send money. Fidelity Distributors Corpo- 

ration (General Distribution Agent), P.O. Box 660603, Dallas, TX 
75266-0603. &tK 

Call toll-free 24 hours      &_3 f'^'ftfi 

1-800-544-6666 VC0DE ^.ZIT 

8.14% 12.15% 
Average Net 

Yield 30 days 
ended 3/27/89 

Tax Equivalent 
Yield 30 days 
ended 3/27/89 

13.40% 12.61% 
One Year Life of Fund 

Total Return 
12/31/87-12/31/88 

Average Annual 
Return 

9/13/85-12/31 <88 

2r 
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Grace under pressure is a rare trait. 

/ 

Wu> fi  2, 
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Fortunately, it can be acquired. 

The road demands. You drive. The car 

executes. It's easy. 

Better than that: it's fun. 

The name is 827SL. Sterling 827SL. 

Car and Driver's judgment:   "Whatever 

we asked it to do, it did willingly and 

well.     The Sterling's neutral cornering 

behavior and smooth, sharp steering 

response inspired immediate confidence!' 

In other words: Grace under pressure. It's 

built into every Sterling. And the Sterling 

passes it along to you. 

Via an exhilarating 160 horsepower 

24-valve 2.7 liter V-6 engine. A fully 

independent suspension, with double 

wishbones up front, well-located struts 

at the rear. ABS Anti-Lock braking. Speed 

proportional rack and pinion steering. 

Inside: Seats faced with buttery soft 

Connolly leather. Burled walnut dash and 

door trim. And an impressive array of 

cockpit amenities that allow you to remain 

cool even when the road is hot. 

Plus over 160 Sterling dealers providing 

quality service long after the 3-year, 

36,000 mile warranty has expired. 

Call 1-800-622-0550 for your nearest 

Sterling dealer. It's the first step toward 

acquiring that rare automotive trait: 

Grace under pressure. 

STERLING 



'With all thy getting get understanding' 

Fact and Comment 
By Malcolm S. Forbes, Editor-in-Chief 

IMAGINE—THE TEN ISN'T WORTH A CENT! 
Ridiculous, isn't it. 

THE DROUGHT LOOMING IN MUCH OF THE U.S. REMINDS US 
of what we wrote here six years ago (FORBES, Aug. 16, 1982): 

"Not in the lifetime of some of us, but Canada's most vital    overuse and pollution have combined with growing usage 
export to the U.S. will one day be water—not oil, not    to create our problem. 
natural gas, not minerals and metals, not newsprint. "In the lifetime of younger readers, our present pipe- 

"While the world has no less water than it ever did,    lines, and future ones, will be carrying more water than oil 
where it's lifted and where it drops has changed. Misuse,    and natural gas." 

AT THE MOMENT, ALL OF SOUTH AMERICA COULD BECOME DEMOCRATIC 
With the ouster of Paraguay's General Stroessner, for plug on free elections if they think there's a danger of 

the first time every country of South America either is militant leftist takeovers. 

democratic or an interim government has promised to The most vilely pernicious threat of all is drugs. Their 
hold elections. ravaging spread is destroying people and governments on a 

Sure, the circumstances are fragile. Very fragile. Their nuclear-bomb scale. Some South American governments 
heavy burden of debt threatens economic upheaval, but are hostages to drug dealers to a scarifying degree, 
that problem could be leavened by encouraging free enter- Despite  these grave  threats,  it  is  exciting to have 
prise. (See Fact and Comment II, Feb. 20.) Leftist terror democracy a reality or a real possibility in every country 
threatens in many places, and the military will pull the of South America. 

WE'RE CRIPPLING U.S. JUSTICE WITH GROSSLY UNJUST SALARIES 
Most good, and innumerable not-so-good, lawyers prac- lions and Sbillions at stake on the other, the infinite worth 

ticing before federal judges haul home incomes that mock of having judges of caliber and character on the bench is 
the pay of the judges whose rulings powerfully affect lives, beyond measure, 
human and corporate. Pay scales to make the bench unaffordable for the ablest 

With people's fate on the one hand, and multiple $mil- judges is no way to tip the scales in favor of justice. 

BUSH UNDOES PUMMELING PUNDITS BT HIS CANDOR, HUMOR, HAPPINESS 
Washington press pontificators of the Right, Left and chev's initiatives" and more such blah-blah, 

some muddled Middle have been critically chorusing And blah-blah is exactly what these attacks are. 
that the Bush Administration "hasn't spelled out policy The President and his very astute Secretary of State have 

directions," "doesn't know how to cope with Gorba- made it clear that they welcome the Kremlin's disarming 

w 
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declarations, but "pardon us, as we wait a minute to see if 

they're implemented." 
The President and his press-beleaguered close friend, 

Treasury Secretary Nick Brady, headed off what could 
have been even more seriously harmful interest-rate hikes 
by inflation-bugaboo'd Fed Chairman Greenspan, who's 

given to Volckerian knee-jerk interest-rate-hike reactions. 
On the Mideast, the President has been uncommonly 

clear about U.S. thoughts on developments. 
Whether it's been cutting the Contra Gordian knot with 

Congress or the hope-giving Brady plan on Third World 
indebtedness, President Bush's Administration has been 
moving on a sound and clear course. Probably what really 
bugs Washington's all-wise word-wheelers is the Presi- 

dent's disarming candor—as when he discussed White 
House predecessors (as reported in the New York Times): 

" 'I remember the hue and cry around Harry Truman 
from guys like me. I respect certain things about Harry 
Truman. He was tough. He said what he thought and had 
respect from people. He won them over, did it his way. 

" 'Everybody looks better over time. Herbert Hoover 

looks better today than he did 40 years ago, doesn't he? 
Time is generous to people.' 

"He joked that 'Theodore Roosevelt came out of the 
same elitist background that I do and had the same com- 

mitment to the environment I [do], although the rules on 
hunting have changed dramatically since he used to shoot 

with no limits out there in South Dakota or North Dakota. 
" 'Johnson was certainly very gracious to freshmen con- 

gressmen in those days, to Barbara and me,' said Mr. Bush, 
who was a freshman member of the House in 1966 when 
Mr. Johnson was President. 

" 'Johnson got all caught up in Vietnam, but people 
forget that, for his legislative agenda, he got things through 
that President Kennedy couldn't get through.' " 

And recently when he took Egypt's President Mubarak 
out to the ballpark, Mr. Bush, from his knowledge of the i 
game as Yale's 1948 baseball captain, explained what was j 
happening. " 'Of course,' Mr. Mubarak said, pointing to 
Mr. Bush, 'he was the captain of the biggest team in the ] 
United States.' 

"President Bush grinned, 'That's what I told him,' he | 
confessed." 

One of this President's greatest strengths comes from I 
his thorough enjoyment of the job. He isn't fresh from the I 
bush leagues. He has no interest in being referee. He enjoys 
his job. Confronted with problems and choices, he reacts 
with action. 

George Bush is quite apt to turn out to be a better I 
President than even he thought he might be. 

WE'VE LOST A NEIGHBOR WHO ADDED ADRENALINE TO FIFTH AVE. 
For the last dozen years, across the street from FORBES Unfortunately, Mort Cooperman and his owner col- 

headquarters in lower Manhattan, the Lone Star Cafe    leagues couldn't triumph over a gigantic rent kick. "We've 
flourished as a music club, keeping 
very much alive and very well an in- 
valuable segment of U.S.A.-rooted mu- 
sic—country rock Southwest with Ca- 

jun seasoning. A range from foot- 
stomping to plaintive, poignant. 

Not too long after the Lone Star 
opened, it placed on the roof a huge 
replica of an iguana, as native to Texas 
and the Southwest as the fabulous Wil- 
lie Nelsonesque music for which the 
owners have been marvelous trustees. 

Those responsible for keeping Fifth 
Avenue properly staid had a courtroom 

been negotiating with the landlord for 
close to a year to get a renewal. The last 
offer was for a one-year extension that 
would have kicked the rent up to three 

and a half times what it is now. I chose 
not to become an indentured servant." 

Fortunately there's a younger sister 
cafe, the Lone Star Roadhouse, up on 
West 52nd Street that will help to keep 
this great nifty chunk of America's 
musical heritage alive. But we're 
mighty sad to see our neighborhood 

lose an outfit that helped make it a 
lively, relevant, fun area. 

fit over the monster, but most of us were happy when        Thank goodness we still have the Cat Club and Peggy 
the Lone Star iguana triumphed. Sue's just a block away. 

. . . WHICH REMINDS US THAT MOST DON'T REALIZE THAT 
he Big Apple there's a whole other nightlife besides 

restaurants, theater charity galas, Lincoln Center and 
Carnegie Hall. It's the pulsating world of discos, hep music 
meccas, "In" clubs and way-out bar 'n' food oases that roll, 
jump, rock and vibrate into the wee hours. 

For a while the hottest are hard to get into and the 

20 

guardians of the roped-off entrances make or break hun- 
dreds of young egos during the period such spots are at the 
vortex of this swirling culture. 

A couple of my sons and I are thinking of how to clue 
you in on where it's at, because if you haven't sampled, 
you haven't been at the Big Apple's core. Stay tuned. 
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TOSSING BONS MOTS 
Fundraising efforts on behalf of the foundation directed 

by the intensely caring wife of France's President, 
Mrs. Francois Mitterrand, were 
launched the other evening at a i 

warm-spirited Le Cirque dinner. 
The efforts of France's First Lady 
on behalf of those downtrodden by 
injustice and global environmental 
threats are unceasing and intense. 

Unfortunately for me, my French 

runs the gamut from ne parle pas 
Francais to Chevrolet coupe. Sitting        Mrs. Gutfreund 
next to Mme. Mitterrand, whose English is on a par with my 
nonexistent French, I depended on nearest-table-neighbor 
Mrs. Susan Gutfreund, wife of Salomon Brothers' chairman. 

AND LOSING WEIGHT 
The dinner was delicious, but poor Susan observed that, by 
the end of it, she hadn't had much time to eat as she 

struggled to bridge the linguistic 
gap. "It's the first time I ever lost 
weight dining here," she sighed. 

But in the course of what proved 
to be our animated conversation, 
the beautiful Mrs. Gutfreund 
tossed off a couple of Sayings that 
this Chairman wishes he'd creat- 
ed—"Anything that appears effort- 

Mme. Mitterrand    less is a lot of work," and "The 
issue is not the message, it's getting it sent." 

While Mrs. Gutfreund didn't have much time to eat, she 
certainly provided us with some food for thought. 

HOW ABOUT THAT! 
Beginning four decades ago, we had four sons before, to 

our unbounded delight, daughter Moira bowed in. 
In the next round—grandchildren—it was all the other 

way around: seven fabulous granddaughters. But on Apr. 

9  son  Tim, American Heritage's  CEO,   and his  nifty, 

[ DREAMS 
as often as not are the reality. 

brilliant wife, Anne Harrison, bowed in with a grandson. 
Now, voild! Malcolm Harrison Forbes, weighing in at 8 
lbs. 9 oz. 

All the ways I've thought of to express excited, limitless 
joy seem to sound like hopeless understatements. 

TO BE TOUCHING 
is to be young. 

BOOKS 
Odyssey: The Art of Photogra-    • The Peter Lawford Story—by Patri- 

phy at National  Geographic— 
edited by Jane Livingston 
(Thomasson-Grant, Charlottes- 
ville, Va., $65). From National 
Geogiaphic's pictureless begin- 
ning to the point where profuse 
pictorialization is a most major 
ingredient, these photographs 

are convincing evidence that the magazine's editors got 

what they wanted: journalistic, documentary illustrations 
6f what its writers write. In that limited context, many are 
good, and as examples of the evolution of cameras and 

color, they are interesting. 

Excerpts: Photographers, until quite recently, were en- 
couraged to think of themselves as suppliers of illustra- 
tions rather than as the people in the field who make the 
story. Being skillful and lucky enough to get The Great 
Shot seldom garnered editorial applause. . . . Even after 
1914, with the first publication in halftone of a color 
image, it was not until some indefinable moment in the 
1960s that the public could readily see a color photograph 
for its subject or content, rather than for its "colored- 
ness." Creating the economical, visually "accurate" color 
process we now take for granted literally obsessed two 
generations of publishers and photographers. 

cia Seaton Lawford (Carroll &. Graf, 
$17.95). A trashy cashing-in by his 
fourth wife, who shared the last ten 
years of his drug-filled, ever-seedier, 
toboggan ride to death. 

Excerpts:When the film [Mrs. Mini- 
ver] had to be cast, Norma Shearer was 
the first asked to play Mrs. Miniver. She turned it down at 
once because the part was too old for her. Greer Garson, 
being 33, knew she did not have that many more years 
before age would reduce her options. She was not then a star 
and had little choice when Mayer asked her to take the role. 
William Wyler [the director] was approached by Garson, 
who said, "Should I have makeup put little lines in my face 
and gray my hairl" Wyler replied, "Oh, no. You look just 
right as you are." Garson was ready to explode. . . . There 
was more to the Kennedy assassination than just grief for 
the man Peter loved as a brother. Peter's world fell apart. 
Marilyn was dead because he had been too weak to do more 
than call his manager about her, warning that she was in 
trouble. Sinatra was no longer speaking to him, [and that] 
affected his plans for future films. Then Jack Kennedy was 
killed, and Pat Kennedy Lawford gathered their children 
and returned to the East. She was through with Peter. 
Camelot was dead and Peter was fatally wounded. Yet 
more than ten years would pass before anyone knew it, and 
even then, those of us who loved him wanted to deny the 
obvious signs of his unstoppable decline. 
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The fourth in a series to help set the record straight. 

Theirs My 
'When some companies say they can save 
you 20% off our long distance prices, they're 
not talking about AT&T PRCT WATS! 

NinaAversano 
AT&T Director 
Market Management 

© 1989 AT&T 



i Destroyed. 
"I don't blame our competitors for not comparing their 

discount calling plans to AT&TP7?0 WATS in their advertising. 
They're not crazy 

They would have to admit 
right out in public that our prices 
are extremely competitive. And 
that could be bad for business. 
Theirs, not yours. 

AT&T P7?0 WATS is our dis- 
count plan for businesses that 
spend $120 a month or more on 
out-of-state long distance calls. 
It can save vou 10% to 38% off 
AT&T long distance rates. Nina Aversano>AT&T 

And while it's saving you money it's also providing you 
with the most advanced, most reliable network in the world. 

Some of our competitors have been spreading some other 
myths. So let me give you the facts. 

AT&TfftO WATS works off your existing lines. Which 
means there's no installation. And it has distance-sensitive pric- 
ing and detailed billing. In fact, all AT&T WATS products, even 
the original AT&T WATS, have distance sensitivity and call detail. 

What's more, with KT&TPRO WATS, you get discounts on 
out-of-state AT&T Card calls and manv direct-dialed calls to 47 

4 

of the most frequently called countries. 
So the next time some long distance company calls you and 

says they can save you 20%, tell them, 'Sorry wrong number'." 
Call us now and get the right numbers on AT&T PRO WATS: 

1800 222-0400 

, 

AT&T 
The right choice. 



Other Comments 
Often comments by others stimulate, irritate, 

abuse or amuse this editors mind. -MSF 

Hollywood Car Phones 
I have just returned from Holly- 

wood. Their cars now have fax ma- 
chines. Their car phones now have 
answering machines. 

—Cindy Adams, New York Post 

Wot Bad—Yet 
American producers reign supreme 

in the world computer-software mar- 
ket, now upward of $30 billion in size. 
A 1987 study by the Office of Tech- 
nology Assessment, an arm of Con- 
gress, estimated that American firms 
controlled 70% of that market. 

The great hope for the future is soft- 
ware that can create software, thereby 
putting to work the computer's own 
unique ability to process huge 
amounts of data. This is called "com- 
puter aided software engineering," or, 
more commonly, CASE. Texas Instru- 
ments has done a considerable amount 
of work on CASE, and the Japanese are 
investing in it in an effort to catch up 
with U.S. software engineering. 

—George Melloan, 
Wall Street Journal 

What If...? 
On the walls of a small gallery in 

Florence were 20 watercolors signed 
either "A. Hitler" or "Adolf Hitler." 
The works, a series of cityscapes, 
showed a certain talent for draftsman- 
ship but were devoid of human feeling. 
They seemed to be the effort of a young 

amateur without much spark, techni- 
cal and sometimes turgid. They also 
were fascinating in that a being as 
destructive as Hitler had been inspired 
to put brush to paper in one of the most 
demanding mediums in all art. . . . 

The fact is that Hitler tried three 
times—and failed three times—to gain 
admittance to the Academy of Fine 
Arts in Vienna. Would history have 
been altered if Vienna's academicians 
had allowed the young Hitler to study? 
Did his labored rise, in bitterness and 
frustration, to total political and mili- 
tary power over the German people 
have something to do with what he 
considered the second greatest grief 
and disappointment of his life (after 
his mother's death in 1907): his rejec- 
tion by the art masters of Vienna? 

—Iris Love, archeologist 
and art historian, in Parade 

Starting Out Right 
In his first inaugural address on Apr. 

30, 1789, Washington called on "that 
Almighty God who rules over the uni- 
verse" to help the American people 
find "liberties and happiness" under 
"a government instituted by them- 
selves." Observed Pennsylvania Sena- 
tor William Maclay, "This great man 
was agitated and embarrassed more 
than ever he was by the leveled can- 
non or pointed musket. . . ."Washing- 
ton moved his manuscript nervously 
from his left to his right hand and at 
one point made a flourish with his 
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right hand which "left a rather un- 
gainly impression." After his inaugu- 
ral Washington walked to St. Paul's 
Chapel, then dined at home and in the 
evening joined friends in observing 
the display of fireworks. After it was 
all over he wrote: "I greatly fear that 
my countrymen will expect too much 
from me." 

—Presidential Anecdotes, 
by Paul F. Boiler Jr. 

I want to create value 
rather than acquire it. 

—Ralph IngersoU II, on launching 
the St. Louis Sun, the first new metro- 

politan dally newspaper since WWII 

Japan's Deep Pocket 
The Brady plan is a dramatic break 

with past policies, one driven by the 
new realities of America's diminished 
economic clout. By focusing on debt 
reduction, Treasury Secretary Brady is 
implicitly admitting that commercial 
banks—or rather, American banks— 
no longer have the resources to risk 
multibillion-dollar investments in 
the Third World. And by looking to 
Japan to prime the engine of growth in 
Latin America, he is acknowledging 
that Washington's own budget defi- 
cits have sharply limited Washing- 
ton's economic reach. Mr. Brady has 
as much as admitted that the only 
deep IMF pocket is Japan's. It is the 
only great economic power with sav- 
ings to export. 

—New York Times 

Who the Hell? 
Eighty-two-year-old Billy Wilder 

has directed everyone from Swanson 
to Milland to Monroe, and has a shelf 
of six Oscars as well as the Academy's 
highest honor, the Irving G. Thalberg 
Memorial Award. Wilder is working 
on his autobiography—"who I was, 
how I became what I am, and who the 
hell am I!" 

—Vanity Fair 

Just Pretend 
Brief conversation overheard at the 

Russian Tea Room. One thirtyish 
woman to another thirtyish woman: 

"Maybe my mother had the right 
idea, after all. When I told her how 
depressed I've been ever since I broke 
up with my boyfriend, she said: 'Just 
pretend he died. It's easier that way.' " 

—Metropolitan Diary, 
New York Times 
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Municipal bonds are not just sound investments. Not simply tax-free. 
They're dedicated to improving our communities. To building our bridges, 

our schools, our futures. MBIA insures municipal bonds. We guarantee 
the principal and interest for investors. In fact, as America's leading insurer 

sipal bonds, we like to think we're building for the future, too. 
ihvestors Assurance Corporation, Box 788, White Plains, NY 10602. 
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Fact and Comment II 
By M.S. Forbes Jr., Deputy Editor-in-Chief 

AVOIDING ANOTHER S&L CRISIS 
With Congress passing a bailout bill for the S&LS, the 

Administration must now grapple with two fundamental 
causes of the crisis: the current federal deposit insurance 
system and the lack of a sensible monetary system. 

As now constituted, deposit insurance encourages un- 
sound banking. Badly managed institutions have an in- 
centive to offer higher rates for money since Uncle Sam 

guarantees both principal and interest. Depositors usually 
go for the yield. Well-managed banks are thus punished 

for their prudence. They must pay more for their money, 
and insurance premiums go up to cover losses of their 

footloose brethren. 
What should be done? The Administration must firmly 

stick to its guns on imposing stiffer capital requirements 
on S&LS by 1991. Letting weak financial organizations 

continue to operate merely means bigger future costs. 
Deposit insurance reforms should include: 
• Restricting coverage to $100,000 per person or institu- 

tion. Right now, one can open up several accounts, and 

each is covered up to $100,000. 
• Premiums for the insurance should reflect the quality 

of the bank's loan portfolio. 

WILL THEY 
Foreign policy experts frequently ask: How will an East 

European communist country actually break away from 

the Soviet yoke to a truly neutral status 
a la Finland? 

An answer for at least one of those 
countries would be for us to encour- 
age an evolutionary reunion of sorts 
between Austria and Hungary. One 
cannot put back together the old Aus- 
tro-Hungarian empire blown apart by 
World War I, of course. But while 
remarriage may not be feasible, perhaps the diplomatic 
equivalent of living together might be. 

Hungary is the most likely candidate for Finlandization. 
• The Soviets see it as far less essential to their security 

than Poland, the traditional invasion route to Russia. 
(What would the Warsaw Pact be without Warsaw?) 

• Ultimately, funds that are insured by Uncle Sam 

should be restricted to short-term, high-quality, highly 
liquid investments such as Treasury bills. (That's the way 
money funds operate.) Or banks should have to sell loans 
they originate into the secondary market. Banks will 
thereby be more subject to market discipline. If an institu- 
tion wants to keep a long-term loan, it can raise uninsured 
funds in the open market like everyone else. 

• The FDIC should ultimately come under the firm 
thumb of the Treasury Department. Otherwise, the 
agency will face the Jim Wright-like pressure that 
plagued FSLIC. 

What originally brought the S&LS to grief was the rapid 
rise of interest rates in the 1970s, which went up faster than 
what those institutions were earning on their mortgages. 

These high levels are a direct result of the collapse of the 
Bretton Woods monetary system between 1968 and 1971. 
Unless we bring back a sound system, stiff rates of interest 

will continue to hurt us. The thrift debacle would be 
infinitely easier to bear if long-term rates went back to 
somewhere near the levels that were common for the first 
190 years of this country's existence. 

REMARRY? 
• Hungary's economic reforms are the furthest advanced 

in Eastern Europe. It lags behind only Poland in the growth 
of political pluralism. 

• It borders Austria, whose neutrality 
was guaranteed by the U.S., Britain, 
France and Russia in a 1955 treaty. 

• Millions of Hungarians frequently 
visit Austria. There are no restrictions. 

Why not hint to Vienna and Budapest 
that they should create closer economic 
ties, eventually something like our free 

trade agreement with Canada? Austria should simulta- 
neously develop closer ties to the European Community. 
Some day the two might develop a political confederation. 

A long shot? Yes, but it cannot escape the Kremlin's 
attention that its least troublesome neighbor these days is 
democratic, neutral Finland. 
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Underlying Strength. Amidst the shifting currents of today's finan 

markets, Bank of America stands on a solid 
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idation of experience. It enables us to look at 

r goals with a long-range perspective. To see 

opportunities that may not be clear to others. And 

to deliver the support you need to seize them. 

Bank of America 



THIS ISA MOMENT 
FOR A MACANUDO. 

After all, a man doesn't score an eagle every day. 

, *.* 
© Monlego Y Cia 1989 

Some moments in a man's life are meant to be savored for all 
they're worth. So is a Macanudo. 

In an age when speed is all too often the order of the day, the men 
of Macanudo still take more than two years to turn the finest tobaccos 
in the world into the ultimate cigar. 

And they still craft each cigar step by step by hand, just the way the 
first Macanudo cigars were made more than a century ago. 

No wonder more and more men have come to realize that this is th 
cigar with the sweet smell of success. 

Ask your favorite smoke shop for the box of Macanudo cigars that 
was made for you. 

And let any moment worth savoring linger in your mind with all the 
taste and aroma of a Macanudo. 

M AC AN U DO- The Ultimate Cigar 



Commentary 
on Events at Home and Abroad 

By Caspar \V Weinberger, Publisher 

THE DILEMMA OF THIRD WORLD DEBT 
Various American plans have been proposed to deal with 

the enormous problem of Third World debt. Everyone is 
familiar with the size of the problem (just for an example, 

Mexico owes foreign banks slightly under S60 billion), and 
there have been estimates that the whole Third World debt 

burden exceeds $1.3 trillion. 
There was the Baker plan to encourage more lending to 

countries already heavily in debt. And now there is the 
Brady plan, which for the first time uses such dread words 
as reducing, or forgiving, or canceling some of the debt. 

With the situation worsening daily, and with some 

foreign debtor countries openly talking now of simply 
defaulting on large portions of the debt or of issuing some 
kind of less-than-Class-A bonds to their lenders in lieu of 
repaying in cash, it is clear that some of these solutions 
will be adopted simply because the borrowers cannot pay. 

The important thing for the future is to determine 
whether we have learned any lessons from these well- 
meaning but extremely poorly managed attempts to im- 
prove the quality of life and the economic conditions of 

some very poor countries. 
It is, of course, not possible to put all Third World 

borrowers in one category. Again, for an example, Mexico 
had large oil revenues for a time, but now it has obtained a 
$3.5 billion loan from the International Monetary Fund, 
which it will use to try to persuade major bank creditors to 

reduce the value of their loans by $20 billion to $30 billion. 

There are other countries that never had any real income 
and that used the loans for operating expenses rather than 

to develop jobs and income-producing activities. 
It is puzzling to many familiar with normal bank-lending 

practices as to how such high levels of debt could have been 
incurred. A combination of factors seems to be the answer: 

First, our government in the 1960s and 1970s strongly 
urged banks to make these loans in the interest of serving 
the needs as they were perceived in Third World countries. 
It was hoped their economies would improve and that 
some of them would increase their trade with the U.S. 

Second, too many of the banks, both U.S. and foreign, 
seemed to suspend their normal practices of inquiry as to 
the ability to repay, simply because a government, not an 

individual, was the borrower. There appeared to be the 
belief that no government would ever default. Lenders did 
not examine the financial condition of the borrowers as 

carefully as they did that of nongovernmental borrowers. 
Third, and really a major part of the whole problem, was 

the competition between banks to have increasingly larger 
and impressive balance sheets. This in turn led to a form of 
marketing excess in which more and more of these loans 
were sought because the repayment to the banks turned up 
as assets on their financial statements. 

There are even some cases of banks making the initial 

overture to Third World countries, offering loans that the 
country had not even decided it wanted. 

Keep Informed 

Once this problem is reduced in size by some of the 

current plans and by what will undoubtedly be defaults, 
either agreed upon or otherwise, for at least portions of the 
loans, the issue will still not be closed. Of particular 

importance is for our banks and other lenders to recognize 
that any future loans must be carefully examined to deter- 
mine that there is a reasonable possibility of repayment, 
and then "followed" closely to insure that the money is 

used to strengthen the economy and to produce revenues, 
not simply applied to ever increasing operating expenses. 

This in turn will require the realization by our govern- 

ment that merely giving money to recipients does not 
automatically improve their condition or their medium- 
or long-range prospects. 

Finally, it is important that we not turn our back on the 
needs of the Third World and of other countries as a result 
of this horrifying dilemma in which we now find our- 
selves. Under proper supervision, and with the application 
of bankers' principles rather than socialists' dreams, we 
can still be of real help to Third World countries. But it is 
of no help to anyone to lend people huge sums and then let 
them use the money for purposes that do not offer any 
kind of reasonable guarantee of ability to repay. 

These are all extremely elementary principles, but, it 
seems to me, a large part of this enormous problem we now 
face was caused by our failure to apply these very principles. 
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" I have to laugh when they call it a 'start-up company. 
4K03 ••• - 

"It's the only one that hasn't been split up, merged, 
or sold out. The same people who put it together 
still run it. 

y 're the most stable company in r1 

—financial manager 

t us show you* 
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What's Ahead for Business 
Edited by Howard Banks 

First, take out 
the special factors 
that helped in 1988 

Sector by sector, 
prospects in 1989 

are worsening 

A baptism by fire 
for the U.S. trade 

representative 

THE POLITICAL REALITIES OF TRADE 
THE MERCHANDISE TRADE DEFICIT could be a bit worse—and will 
certainly be no better—in 1989 than last year's $137.3 billion. 

Two special factors contributed to last year's $33 billion cut in the 
deficit. Taiwan bought close to $4 billion in U.S. gold to cut its surplus 
with America. And the so-called Canada adjustment, which accounts 
for otherwise undocumented trade, resulted in a $3.5 billion cut from 
the 1988 deficit. Such factors will not apply this year. 

Moreover, trade prospects for three key sectors—oil, agriculture and 
manufactured goods—are worse, too, suggesting that 1988's rapid trade 
improvement has already run out of steam. 

Averaged over the three months ended February (thereby avoiding 
quirks in any one month's trade numbers), the merchandise goods 
deficit was over 5% worse than for the preceding three months. 

LAST YEAR'S LOWER OIL IMPORT PRICES ($15.29 a barrel average) have 
reversed. Result: The $2.9 billion cut in the 1988 oil import bill could 
worsen by $5 billion to $6 billion this year. 

Agriculture exports produced a $14.3 billion surplus last year, up from 
$6.5 billion the year before. It won't improve much in 1989. 

Manufacturing exports, boosted by a lower dollar, improved by $18.6 
billion, to a $119.1 billion deficit. This dollar boost is wearing thin. 

The auto sector's surprising $4 billion jump in exports (mostly to Europe) 
will be hard to repeat. Import growth was static, but, with rising output 
from foreign-owned transplants, U.S. makers lost market share. Now, 
with sales expected to be down 10% to 15% this year, the big three are 
fighting with cheap financing and cash-back offers. 

The record $12.4 billion trade surplus in chemicals is unlikely to grow 
much this year, says Allen Lenz, Chemical Manufacturers Association 
economist. Aircraft exports (at $15.3 billion, by far the largest surplus 
of all) will be tempered this year by Boeing's problems delivering its 
newest version of the 747 Jumbo airliner. 

Healthy capital investment is sucking in increased imports of capital 
goods. That's good, but, warns Stephen Cooney of the National Associ- 
ation of Manufacturers, once foreign makers have their toes in Ameri- 
can factory doors, they tend to retain that market share. 

THERE'S IMMINENT REASON FOR CONCERN about worsening trade num- 
bers. The so-called Super 301 clause of the Trade Act requires the U.S. 
trade representative, Carla Hills, to determine by the end of May 
whether foreign countries (Japan? South Korea? Taiwan?) are playing 
fair with the U.S. on trade. Those who don't agree to buy more 
American goods will, after much negotiation, face U.S. retaliation. 

Bad trade numbers will intensify pressure on Ambassador Hills from 
protectionist elements in Congress. She comes across as tough and 
more pro-free-trade than her predecessor Clayton Yeutter (now Agri- 
culture Secretary). But for sure she is about to get her baptism by fire. 
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The Forbes Index 

Frayed around the edges. Despite strong first-quarter cor- 
porate earnings (see p. 151), other indicators pointed to- 
ward an economic slowdown. The Consumer Price Index 
rose 0.6% in March. The wholesale price index, following 
sharp increases in January and February, increased 0.4%. 
Higher energy prices may put additional inflationary pres- 

sure on the economy in coming months. New housing 
starts were off 9.7% from March 1988 and 17.6% from 
March 1987. Industrial production was unchanged for the 
third month in a row while new unemployment claims 
hit their highest level since July 1988. Retail sales haven't 
shown a meaningful increase in four months. 

The Forbes Index Components 
The Forbes Index is a measure of US economic activity 
composed of eight equally weighted elements rota] in 
dustnal production, new claims for unemployment com- 
pensation, the cost of services relative to all consumer 
prices, the level ot new orders for durable goods com- 
puted with manufacturers' inventories, total retail sales, 
new housing starts, petsonal income, total consumer 
installment credit 

To measure these eight elements, FORBES monitors ten 
series of U S government data. The last 14 months' data 
for each scries are presented JI right 
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To us, it was Marlex polypropylene, a resin 
with superior thermal management capabilities. 

To most, it was a 
picnic cooler 

But to an inspired 
someone, it was the 
perfect vehicle to 
transport a human 
heart from Long 
Beach to a waiting 
Jeffrey Robinson in 
Stanford, California. 

Phillips Petroleum 
Company salutes the 
drive in all of us to 
seebeyond limits, the 
spirit in us that says 
yes to inspiration. 

It is these qualities on which we depend to realize the 
potential in the products we make. 

Today, a mind saw a life preserver in a plastic 
container. We embrace the challenge to inspire that 
mind into tomorrow 

PHILLIPS PETROLEUM COMPANY; 

Celebrating his 10th birthday this year, Jeff gives thumbs up 
to playing catcher, pizza and Saturdays. 

Definite thumbs down: onions, being grounded. 

For a copy of our annual report, write to Greg Derrick, Phillips Petroleum Company, 16 A-l Phillips Building, Bartlesville, OK 74004. 

^Trademark Phillips Petroleum Company 



It's not that the usual benchmarks are invalid 
It's j ust that Audi prefers to set the bar a bit higher. To satisfy our own j 

Stringent standards. To pursue, in 
other words, an alternate route. 

And should you think the 
difference is all in our head, consider 
our body. It's 100% galvanized steel. 
Inside and outside. 

Unusual? Let's just say Audi 
is the first and only car maker to offer a full line of fully galvanized sedan 

I he result? An Audi resists rust as resolutely as it resists convention. 
Even more remarkable, our engineers employ a zinc coating that 

reduces the potential corrosion of everyday nicks and scrapes via 

Not unlike your own sfcin 
body can actually heal \tselj 

emarkabk galvanized 

It SetsThe Standard 
By Ignoring It 



athodic effect." Which is a fancy way of saying it actually heals itself. 
But then, a body like ours deserves no less. Because the Audi 

130/200 Series is the latest evolution of a sedan design cited as "the new 
yling standard for cars of this class" (Motor Trend). 

To which Road & Track added this clarification: 'Audis are inno- 
itive automobiles, their identity based not on a familiar grille shape, 
yling theme or dizzying performance but on a penchant for represent- 
ig the state of the technical art: 

And since every Audi comes with the powerful protection of the 
udi Advantage (your dealer will proudly share the impressive 
stalls), you'll also enjoy an unprecedented standard of security. 

Which is the only standard we know. ^T\\Q A1tj£ni3t£ RoUtC 

Audi 



Forbes 

A Nashville, Tenn. TV station counts Eskimos among its owners, 
and a businessman from India gets Washington's help to launch 
his U.S. media empire. This is affirmative action? 

How the rich 
get richer 

By Howard Rudnitsky 

WHEN George Gillett an- 
nounced the sale of his Nash- 
ville TV station a few months 

ago for about $135 million, the buyers 
seemed odd bedfellows: New York- 
based Whitcom Partners and a group 
of Alaskan Eskimos. Were the Eski- 
mos hearkening to the twang of Nash- 
ville's country music scene? Hardly. 
Gillett, Whitcom and the Eskimos 
were all dancing to the sound of mon- 
ey, specifically a tax break for compa- 
nies that sell radio and TV stations to 
minorities. 

The Eskimo escapade is but the lat- 
est in a wave of minority tax deals in 
the radio, TV and cable industry. The 
mania to recruit minority investors 
has risen to such heights that First 
Boston Corp., the investment bank 
selling the New York Times Co.'s ca- 
ble TV properties, reportedly told five 
serious bidders they should each 
show up with at least one minority 

tor in tow. When the Times 
;d to sell its cable operations for 
million on Jan. 10, they went to 

a partnership that included black 
I. Bruce Llewellyn. The 

same day, lack Kent Cooke an- 
nounced he would sell his Arizona, 
Georgia and Tennessee cable TV prop- 
erties for an estim it -d $400 million; 
among the buyers was another black 
businessman, Frank Washington. 

The tax shelter behind these minor- 
ity deals is attracting particular atten- 
tion right now because it is one of the 
few that survived Congress' 1986 tax 
reforms. A seller can qualify for the 
tax break by selling to a group that 
includes a minority investor. If the 
Federal Communications Commis- 
sion approves the buyers' minority 
status, then the seller can defer capi- 
tal gains taxes on the sale. This is a 
tremendous motivation for a seller to 
choose a buying group that includes 
minority members, especially at a 
time when capital gains taxes are al- 
most confiscatory. One caveat: Profit 
from the sale must be reinvested 
within two years in some media oper- 
ation, whether it be another TV sta- 
tion or, as in the case of the New York 
Times Co., a new printing plant. 

The motivation behind the tax 
break was the ill-founded hope that it 
would increase the influence of mi- 
nority groups in the mass media. 
What it has done far more effectively 
is further enrich already rich corpora- 
tions like the New York Times and 
Gillett Broadcasting as well as a hand- 
ful of investors including Bill Cosby, 
New York Yankee outfielder Dave 
Winfield and Oprah Winfrey. With a 
heritage that is 50% Hispanic, even 
high-paid TV entertainer Geraldo Ri- 
vera qualifies as a minority and is 
actively looking for a station to buy. 

The program, launched in 1978, got 

a big boost when the Federal Commu- 
nications Commission ruled in 1982 
that minority buyers, if they were the 
general partner in a limited partner- 
ship, could get in on tax-certificate 
deals even if they bought as little as 
20% of a station's equity. Previously, 
an equity stake of 50% or more was 
required. A stipulation added at the 
time and now causing much contro- 
versy: The minority investors must 
be in a position to exert control over 
station management. 

The pace of minority deals has be- 
come feverish of late, with 62 com- 
pleted in the past two years alone. 
That's double the annual rate 
achieved in previous years. 

Who's paying for this? The taxpay- 
er, of course. To support the program, 
the Internal Revenue Service has al- 
lowed sellers to defer some $500 mil- 
lion over the last decade. An estimat- 
ed $100 million or more of taxes will 
be deferred on the three deals an- 
nounced this year by the New York 
Times Co., Cooke and Gillett. If cur- 
rent trends continue, tax deferrals 
over the next five years could amount 
to a further $600 million. 

Many of the tax-certificate deals 
have fallen far short of what Congress 
intended—as is typical with social en- 
gineering projects. While wealthy cor- 
porations and passive minority inves- 
tors are reaping fat financial rewards, 
the deals appear to be doing little to 
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expand minority programming. Gil- 
lett, for instance, may have struck a 
nice bargain with the Eskimos, an oil- 
rich group of Alaska's Cook Inlet Indi- 
ans. But are Nashville viewers pant- 
ing for Eskimo shows? 

There are some exceptions. Take 
New York's Spanish Broadcasting 
System. Its Cuban owners, the Alar- 
con family, since 1983 have bought 
six radio stations for $103 million in 
tax-certificate deals. They 
have converted four to 
Spanish-language pro- 
gramming. But such cases 
remain rare. 

Serious questions have 
also been raised as to how 
much control minority in- 
vestors really have over 
their TV, radio and cable 
properties. A case in point 
is George Gillett's pur- 
chase of a Tampa, Fla. TV 
station for $365 million 
from Oklahoma's Gaylord 
Broadcasting. Gillett in- 
vited in a minority inves- 
tor, Clarence McKee, a 
former FCC lawyer. McKee 
got a 29% stake in the sta- 
tion for a mere $290, plus 
$106 million in borrowed 
money collateralized by 
the station's assets and 
cash flow. 

McKee initially agreed 
that if he sold his stake, he 
would have to sell to Gil- 
lett for $ 1 million. Should 
McKee sell out, as many 
expect, the net result of 
the deal would be that 
Gillett gets the station at 
a good price, Gaylord gets 
a $100 million tax break 
and McKee makes a nice 
profit. What of minority 
ownership? It won't have 
increased one whit. 

One observer who finds arrange- 
ments like the McKee-Gillett deal re- 
pugnant is Bruce Llewellyn, a wealthy 
black businessman. Llewellyn con- 
trols Philadelphia Coca-Cola Bottling 
Co. (1988 sales, $200 million) and has 
invested in two tax-certificate deals. 
Unlike McKee and others, Llewellyn 
and his minority investors are putting 
up a substantial amount of their own 
money—$35 million. Llewellyn in- 
sists that he and his fellow minority 
investors are not in for a quick flip. 

Consider his pending $420 million 
purchase of New Jersey cable TV prop- 
erties from the New York Times Co., 
which at a minimum will give the 
Times a $55 million tax saving. In 
that deal, Llewellyn himself will put 

up half the $25 million for the minor- 
ity investors' 20% equity stake. The 
other investors—cable industry stal- 
warts Comcast Corp., Lenfest Com-' 
munications and Tele-Communica- 
tions Inc.—will put up $100 million 
for the remaining 80% equity portion. 

In an earlier deal, Llewellyn joined 
with Bill Cosby, O.J. Simpson, Julius 
(Dr. J) Irving and other investors to 
buy Buffalo's WKBW-TV from Capital 

Rjchard Bowdnch 

Bruce Llewellyn, Philadelphia Coca-Cola Bottling Co. 
Unlike some others, he puts up lots of cash. 

Cities for $65 million. Llewellyn's 
team put up about $10 million, half 
the equity in the deal. Capital Cities 
accepted Llewellyn's offer instead of a 
$91 million bid from a nonminority 
bidder, largely because of the tax ben- 
efit. But Capital Cities also may have 
been worried that the deal could have 
been challenged and delayed if the 
station wasn't sold to a minority. 

A quick sale was especially impor- 
tant because the Buffalo station was 
one of several that Capital Cities had 
to sell in order to get FCC approval for 
its then-pending $3.5 billion acquisi- 
tion of ABC. Perhaps that is why Capi- 
tal Cities pushed the Llewellyn deal 
along by giving him a $10 million 
seller's note. 

TV talk show hostess Oprah Win- 

frey is getting in on tax-advantaged TV 
deals, too. She joined Granite Broad- 
casting in its acquisition of WEEK-TV 
in Peoria, 111. from Price Communica- 
tions for $33 million and a smaller 
station in Duluth, Minn, for $12.2 
million. Granite was formed last year 
by Don Comwell, a black investment 
banker formerly with Goldman, 
Sachs. In the Peoria and Duluth deals, 
the minority investors put up 31 % of 

the equity, or $3.7 mil- 
lion. Unlike in some other 
deals, it can be persuasive- 
ly argued that Winfrey 
brings substantial exper- 
tise to the management of 
a station. 

But the tax-certificate 
program gets more dis- 
torted all the time. Re- 
cently, in a preliminary 
ruling, the FCC voted 2-to- 
1 to give a minority- 
owned cable TV company 
in East St. Louis a tax 
break, not for buying, but 
for selling out. The buyer? 
Industry giant Tele-Com- 
munications Inc., hardly 
an outfit that needs a spe- 
cial deal. 

Another distortion: The 
FCC expanded its defini- 
tion of a minority, thereby 
allowing men like Sharad 
Tak to buy radio and TV 
stations in tax-certificate 
deals. Tak is neither black 
nor Hispanic. He is an In- 
dia-born naturalized U.S. 
citizen who amassed a for- 
tune building his own 
electronics company. 
Again, government help 
for the rich. 

The courts may yet put 
a stop to tax-certificate 
deals.  A  federal  appeals 

court recently struck down another 
FCC program aimed at minorities. Un- 
der that program, minorities got spe- 
cial discount prices on TV and radio 
properties forced into distress sales by 
regulatory problems. If the court 
found that program unconstitutional, 
what about tax certificates? 

Without question, the program has 
increased minority ownership. The 
estimates are fuzzy, but they indicate 
that since 1978 minority ownership 
has jumped from 0.5% of television 
and radio stations to perhaps 3%. The 
beneficiaries, however, have not been 
minority communities as a whole. 
The winners have been a few wealthy 
individuals and some giant media 
companies. 

How long will this farce go on? ■ 
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Numbers Game 

Leveraged buyouts have just become a bit 
less attractive, thanks to a quiet Securities & 
Exchange Commission edict, SAB 81. 

Hassling 
the dealmakers 

By Dana Wechsler 

BAD NEWS FOR inflated real es- 
tate values in New York and 
other financial dealmaking 

capitals. Just as Congress was retreat- 
ing from the idea of curbing those 
drippingly profitable leveraged 
buyout deals, the Securities & Ex- 
change Commission was walking in 
the back door. On Apr. 4, the SEC'S 
accountants and corporate finance 
people issued a new accounting policy 
that will put a crimp in leveraged 
buyouts. The edict is Staff Account- 
ing Bulletin No. 81, and for Wall 
Street it is pure poison. 

"The new ruling won't stop LBO 
deals," warns Robert Willens, senior 
vice president of Shearson Lehman 
Hutton's mergers and acquisitions de- 
partment, "but it will discourage 
them. The selling company will ask, 
'What do I need this for?'" 

Here's the problem: Suppose a com- 
pany sells one of its units, carried on 
the books at $20 million, for $100 
million in a leveraged buyout. Typi- 
cally, the seller receives the $100 mil- 
lion in the form of some cash and 
some preferred stock. There is a catch, 
however. The seller is usually re- 
quired to sign an agreement to guaran- 
tee the buyout's bank debt and cash 
levels. Thus the seller incurs a poten- 
tial liability. 

Until the SEC got interested in the 
accounting for these deals, the selling 
company would normally book the 
profit, $80 million in our hypothetical 
example, as an extraordinary gain and 
add it to earnings. But then the SEC'S 
Chief Accountant, Edmund Coulson, 
asked: Should the seller be booking all 

of that gain immediately? What if the 
buyout failed? Then the seller might 
have to return part of the money to 
make good the notes he guaranteed. 

Assistant Chief SEC Accountant 
John Riley says that many of these 
deals are thus "what-if" transactions. 
Gams on what-if transactions, as any 
Accounting 101 student knows, can- 
not normally be booked in their en- 
tirety as income. 

SAB 81 tells selling companies that 
they must defer recognizing the gain 
and the income from the sale until the 
new company's operating cash flow 
covers its interest charges and divi- 
dends (calculated on an accrual basis) 
and all guarantees between the new 
company and the seller are severed. In 
many cases, this means selling com- 
panies must wait five years or longer 
before booking the profit. 

JSr-:~> 

From a purely conceptual stand- 
point, it's hard to argue with the SEC'S 
position. "Generally accepted ac- 
counting principles would tell you 
not to record the gain," says Jerry Gor- 
man, a principal in the mergers and 
acquisitions group of Arthur Young & 
Co. "It's a question of probability. 
Saying you'll turn it around isn't good 
enough." 

If all this sounds academic, rest as- 
sured it isn't. Consider what hap- 
pened recently to Hospital Corp. of 
America. 

About a year ago, just before the SEC 
began to prepare its new ruling, staff 
accountants told several companies 
to redo their books, deferring the rec- 
ognition of sell-off gains they had 
booked. One of the offending firms 
was Hospital Corp. of America, the 
big (1988 revenues, $4.1 billion) hos- 
pital management company in Nash- 
ville, Tenn. In September 1987 Hospi- 
tal Corp. sold 104 hospitals to Health- 
Trust, Inc., a new firm formed by 
employees and management. 

HealthTrust paid Hospital Corp. 
$1.6 billion in cash (borrowed) plus 
$460 million in preferred stock and 
warrants to purchase up to 34% of 
HealthTrust common stock. 

The quid pro quo was that Hospital 
Corp. guaranteed $240 million worth 
of HealthTrust subordinated deben- 
tures and agreed to purchase $40 mil- 
lion of preferred stock if the new com- 
pany fell below certain cash flow 
benchmarks. 

On its income statement filed with 
the SEC for the third quarter of 1987, 
Hospital Corp. recorded a $300 mil- 
lion pretax gain on the sale. 

Hold it, said the SEC. That $300 
million is uncertain. Top officers 
from Hospital Corp. and HealthTrust 
wrangled with the SEC'S accountants 
and attorneys in Washington. But the 
SEC prevailed, and Hospital Corp. was 
forced to defer its $300 million gain. 

A minor bookkeeping transaction? 
Far from it. Hospital Corp. took a big 
hit in earnings. While the SEC says 
selling companies must defer the 
gains for GAAP accounting purposes, 
the Internal Revenue Service says the 
taxes on the gain must be paid—and 
expensed—immediately. That can 

take a huge chunk out of cur- 
rent earnings. In Hospital 
Corp.'s case, the company had 

to pay $141 million, in real 
Iffi"     money, in taxes on the sale of 

the     hospitals.     But     it 
couldn't book the more- 

40 FORBES, MAY 15, 1989 



than-offsetting profit. Hospital 
Corp.'s reported earnings were 
slaughtered, falling from a $67 mil- 
lion profit to a $233 million loss. 
Earnings per share tumbled from 80 
cents to a loss of $2.80. 

"The company and its independent 
accountants, Ernst & Whinney, still 
believe that a pretax gain on the trans- 
action of approximately $300 million 
was appropriately recognized in the 
third quarter of 1987," reads a bristly 
press release issued by Hospital Corp. 
in February 1988. 

The SEC'S position, as stated by 
Chief Accountant Coulson, is: "It's 
just accounting. It doesn't change the 
economics one iota." 

The heck it doesn't. 
"Earnings definitely matter in a 

public   company,    particularly    the 

higher-quality earnings on the securi- 
ties received in the [LBO] sale," says 
Shearson's Willens. "All gains even- • 
tually find their way into book value, 
and book value is an extremely impor- 
tant valuation tool." 

Note this: If Hospital Corp. of 
America had been able to recognize an 
immediate gain on the sale, its book 
value would have increased by $300 
million, and its long-term debt would 
have fallen from 54% to 50% of total 
capitalization. The rating agencies 
pay close attention to debt ratios. If 
Hospital Corp.'s improved ratio had 
led to a better credit rating, lowering 
the cost of financing, then Hospital 
Corp.'s real cash flows would indeed 
have changed, for the better. 

The SEC'S new ruling affects a high 
proportion of leveraged buyout deals. 

Prices on these buyouts have risen so 
high that most—98%, according to 
some estimates—require the seller to 
take back paper or to guarantee the 
new company's finances. 

Some financial types think that SAB 
81 will force deals to be structured 
differently, with corporations looking 
for more of the purchase price in cash 
and offering fewer guarantees, so that 
they can book the gain immediately. 
Undoubtedly, some marginal deals 
simply will not get done at all. 

The SEC'S Coulson is unconcerned 
about the tax situation created by SAB 
81. If it dilutes Wall Street's honey 
pot, that's not his problem. "I can't 
deal with the IRS piece of it," he says. 
"They just have different objectives, 
and they're not reconcilable. It's not a 
factor we give great weight to." ■ 

In the name of privatization, the govern- 
ment deputized over 50 firms to issue 
mortgages on multifamily rental projects. 
Is another S&L-type mess in the making? 

Come and get it 

By Matthew Schif rin 

OPERATING OUT OF a glass and 
concrete office building in In- 
dianapolis, Kenneth A. Puller 

runs Puller Mortgage Associates, Inc., 
one of at least 50 firms across the 
country deputized by the government 
to approve and coinsure Federal Hous- 
ing Administration mortgages for 
multifamily projects. "Around $3 bil- 
lion in potential projects will cross 
my desk this year," he boasts. 

Puller can be excused for feeling 
expansive. For each application Puller 
approves and underwrites, he can earn 
up to 3.5 points up front, an estimated 
income of some $40 million this year 
if he underwrites $2 billion. In many 
ways it's found money. Issuers like 
Puller take on relatively little of the 
risk; if mortgages go bad, taxpayers 
are likely to get stuck with the bill. 

It's all vaguely reminiscent of the 
situation that led to the savings and 

loan mess: government guarantees 
without much government supervi- 
sion of what happens to the money. In 
six years, private firms participating 
as government deputies have under- 
written $8.5 billion in FHA mortgages, 
and so far $857 million, or 10% of the 
mortgages, have defaulted. When the 
last chapter is written, the federal 
government could well have to shell 
out $1 billion, while the deputized 
private firms could walk away with 
their profits intact. 

How did we walk into this potential 
disaster? In 1983 the Department of 
Housing &. Urban Development re- 
vived a dormant program that essen- 
tially delegated the functions of HUD 
field representatives to private mort- 
gage brokers. 

This was a field day for the brokers. 
In the past, mortgage brokers made 
1% fees by bringing apartment devel- 
opers to HUD to apply for FHA mort- 
gages. Under the new program, the 

brokers themselves are allowed to un- 
derwrite FHA-insured mortgages and 
get a much higher fee—as much as 
4.3%. In return, HUD expects brokers 
to service the mortgages, pick up 20% 
of the risk and sell the property in the 
event of default. 

Private mortgage companies 
flocked to the program. And why not? 
To qualify, it took only a $5,000 appli- 
cation fee, paper evidence of $1.5 mil- 
lion in capital and successful process- 
ing of three test applications, which 
didn't even have to be real. Brokers 
from San Francisco to Puerto Rico 
signed on as HUD deputies. Today 
they underwrite 90% of all FHA- 
backed mortgages for multifamily 
housing. The money for most of the 
1,300 mortgages they have backed so 
far has been raised in the $30 billion 
market for Government National 
Mortgage Association securities. 

Trouble first appeared last Septem- 
ber when GNMA seized control of the 
$1.1 billion loan portfolio of the na- 
tion's second-largest coinsurer, Wash- 
ington, D.C.-based DRG Financial 
Corp. According to HUD, DRG was in 
default on over 106 mortgages total- 
ing $671 million, and the FBI had been 
sent in to investigate for possible 
fraud. According to FBI affidavits, DRG 
Financial had been inflating apprais- 
als to justify excessively large loans to 
developers. 

It got pretty ridiculous. In one case, 
DRG appraised a 1,818-unit apartment 
complex, Colonial House Apart- 
ments, in Houston in late 1984 at $60 
million and underwrote a $47 million 
loan for financing; yet only 6% of the 
units were occupied. A year later the 
loan was in default, and HUD now 
estimates the apartment complex' 
value at only $12 million. 
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Kenneth Puller of Puller Mortgage Associates 
Feeling expansive, thanks to the government. 

Noel V U 

No question, every business has its 
rotten apples, but a number of flaws 
built into HUD'S privatization pro- 
gram invite abuse. That's why more 
DRG-type disasters are likely to sur- 
face. For one thing, the brokers are 
undercapitalized. They are required to 
have only $3.30 in added capital for 
every $1,000 of mortgages issued. 

In all, behind the $8.5 billion in 
mortgages and $1.7 billion at risk to 
coinsurers is less than $80 million in 
required capital. That kind of leverage 
is almost a guarantee of trouble. 

Another flaw: The FHA system dele- 
gates too much authority to the depu- 

According to the rules, deputies 
can appraise the properties they un- 

-clearly a conflict of inter- 
>ften basing their estimates on 

. than on actual 
i to inflate 

to lose? 

Th< 
through 
of Benton Mm tg 
Tenn.-based hrm that coi 

mortgages for a total of $553 million. 
HUD selected 14 of Benton's projects, 
and all 14 were overvalued, by an av- 
erage of 29%. That's $22 million in 
all. Benton was also accused of allow- 
ing a portion of the inflated mortgages 
to go to shell companies set up by the 
developers—in essence, little-or-no- 
money-down financing. 

How could this have happened: 
HUD'S on-site audits are few and far 
between. The agency's other monitor- 
ing relies largely on the integrity of 
the coinsurers. In DRG'S case, HUD 
didn't suspend the firm from making 
loans until March 1989, six months 
after GNMA seized its portfolio and 
two months after the FBI raid. 

Back to Ken Puller, in Indianapolis. 
Exploiting a loophole, he has man- 
aged to sidestep HUD'S rule that a 
mortgage should not exceed 90% of a 
project's appraised value. Puller's ad- 
vertisements in trade publications are 
blunt: "100% financing," and "up- 
front profits to developers," says one. 
Despite the fact that Puller is operat- 

m only $3 million in capital, he 

says he earned just under $15 million 
last year in fees from underwriting 
and servicing over $500 million in 
FHA mortgages. 

Puller talks about taking his firm 
public and of getting himself a spot on 
The Forbes Four Hundred sometime 
in the future. 

Puller refuses to disclose most of 
the details of his FHA mortgages, but a 
spot check reveals that three of the 
projects—with outstanding FHA mort- 
gages of over $60 million—are in trou- 
ble, with one of them already in de- 
fault. Three other Puller projects 
worth $30 million have been open 
more than one year yet have occupan- 
cy rates of less than 36%. The mini- 
mum break-even point is generally an 
occupancy rate of about 80%. 

One of the shakiest Puller loans 
that FORBES was able to uncover went 
to Arizona developer Chris Foumil- 
lier. Even after three banks had turned 
Fournillier down, Puller in 1986 ap- 
proved a $20 million FHA-insured 
mortgage for his 348-unit Glendale, 
Ariz, retirement center. "I was sur- 
prised at how fast Puller handled it," 
says Fournillier. 

The retirement project, called 
Thunderbird Gardens, was being built 
just as the Phoenix real estate market 
was peaking. Puller based his loan 
calculations on 40% occupancy by 
1987 and 72% occupancy by 1988. 
Despite its fountains and lagoon, the 
project remains only 23% occupied 
today. At steep monthly rents of $585 
for a studio and $1,050 for a two- 
bedroom, Thunderbird is unlikely to 
fill up any time soon. 

While many FHA deputies raise 
money for their mortgages from 
banks and insurance companies, Pul- 
ler's specialty is selling bonds to the 
public to fund his mortgages. The 
Thunderbird project, for example, was 
financed through an issue of tax-ex- 
empt bonds that were backed by 
GNMA and underwritten by Denver- 
based Boettcher & Co. To fund other 
projects, Puller has issued bonds 
through Dean Witter, Smith Barney, 
Miller & Schroeder Municipals and 
the troubled Matthews & Wright. 

Moving upmarket, Puller is cur- 
rently teaming up with New York 
Life Insurance Co. to offer a $250 mil- 
lion master limited partnership. The 
money will be used to fund yet more 
Puller-approved, government-guaran- 
teed mortgages. 

Maybe Puller's projects are sound, 
maybe they aren't. Either way, the 
potential for abuse in this whole pro- 
gram is frightening. Deregulation is 
one thing; guarantees without proper 
supervision is something else again. ■ 
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Nearly half a century ago, most of the 
smart people sneered when Friedrich 
Hayek published 'The Road to Serfdom.' 
The world was wrong and Hayek right. 
Now almost 90, he has written a new book, 
but this time no one is sneering. 

The world turns 

By Ronald Bailey 

NEARLY HALF A CENTURY later, it 
is hard to remember how rude- 
ly Friedrich A. Hayek shocked 

people when he published The Road to 
Serfdom in September 1944. Here was 
a relatively obscure economist, then 
45 and a professor at the London 
School of Economics, asserting that 

the communist system of our Russian 
allies was in all important respects 
little better than that of our Nazi ene- 
mies. Hayek's thesis, startling then, 
fairly widely accepted today, was that 
without economic freedom there 
could be no political freedom, and 
communism stood for economic coer- 
cion. Hayek warned: "The power con- 
ferred [upon the state] by the control 

Alan Re II 

Friedrich A Hayek, author of "The Fatal Conceit' 
He has a new convert: Mikhail Gorbachev. 

of production and prices is almost un- 
limited." 

Followers of John Maynard Keynes, 
who then controlled the Free World's 
post-World War II economics depart- 
ments, found Hayek an embarrass- 
ment, if not a "fascist." Didn't he 
know "laissez-faire" was forever dis- 
credited? What was wrong with tak- 
ing from the rich and undeserving and 
giving to the poor and deserving? 

The world didn't buy Hayek's mes- 
sage, but it listened. Since 1944 in the 
U.S. and Canada alone, over 200,000 
copies of We Road to Serfdom have 
been sold; the slim volume still sells 
around 3,000 copies a year. 

The world turns. Today the com- 
munists abandon communism almost 
everywhere, while in the West free 
market economics has become main- 
stream. At 90, Friedrich Hayek has 
lived to see his lonely message widely 
accepted. Economics Nobel laureate 
James Buchanan pays him tribute: 
"Hayek's insights of the Thirties and 
early Forties are already being incor- 
porated in economic theory without 
explicit recognition." On the liberal 
end of the sprectrum, Robert Heil- 
broner recently wrote, "Less than 75 
years after it officially began, the con- 
test between capitalism and socialism 
is over: Capitalism has won." 

FORBES called on Hayek at his apart- 
ment in a large stucco house on 
Urachstrasse in Freiburg, West Ger- 
many. His health is not good; he has 
never fully recovered from a recent 
bout with pneumonia, during which 
he lay critically ill for six weeks in 
hospital. But he cheerfully agreed to 
an interview. A tall, thin man whose 
bearing even now recalls his days as 
an officer in the Austrian army in 
World War I, Hayek welcomed 
FORBES at the door of his book-strewn 
and elegantly furnished third-floor 
apartment. Leaning on a cane, he ush- 
ered his visitor into a small sunroom 
whose windows look out on pine-cov- 
ered Schauinsland Mountain—the 
same room we interviewed him in for 
a cover story ten years ago ("Friedrich 
A. Hayek: The Revolt Against 
Keynes," FORBES, Oct. 1, 1979). 

Hayek told FORBES that he is more 
optimistic about the future of capital- 
ism than he was ten years ago. He 
believes that the public has come to 
understand some of the problems 
posed by central planning. Around the 
world—from Algeria to Burma to Chi- 
na to Yugoslavia—promises of the 
better life through socialist planning 
have soured. In particular, Hayek sees 
a greater appreciation for the market 
among the younger generation. Today 
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unero ;oyed youth in Algiers and 
Rangoon riot not for a centrally 
planned welfare state but for opportu- 
nity: the freedom to buy and sell— 
jeans, cars, whatever—at whatever 
prices the market will bear. 

Watching the events of the world 
prove him right, Hayek now believes 
that the West will probably win the 
battle with collectivism—even 
though the fight is by no means over. 
Pulling a blanket further up his lap, he 
remarks: "Communism has ended." 
But, he adds, Russia and China are 
"very unstable" because "they've no 
longer any clear idea of what they 
really want." 

What of Ronald Reagan and Marga- 
ret Thatcher and their battles against 
government control of the economy? 
Here Hayek surprises. He does not 
disapprove of Reagan and Thatcher, 
but he has no high opinion of modern 
politicians in general. He does, how- 
ever, say that Reagan's and Thatcher's 
policies "are as reasonable as we can 
expect at this time. They are modest 
in their ambitions." 

Modesty. The capacity to under- 
stand that well-meaning politicians— 
and their advisers, the intellectuals— 
will only wreak mischief if they try to 
guide economic development: This 
antipolitical concept is at the heart of 
Hayek's theory of economic and so- 
cial development. 

As a kind of last testament, Frie- 
drich Hayek has just published a 
brilliant summary of his life's work, 
The Fatal Conceit: The Errors of Social- 
ism (University of Chicago Press, 
$24.95). He starts out with the claim 
that civilization and capitalism are 
inevitably interlinked. As Hayek 
puts it, "our civilization depends, 
not only for its origin but also for its 
preservation, on what can be precise- 
ly described only as the extended 
order of human cooperation, an order 
more commonly, if somewhat mis- 
leadingly, known as capitalism." 

The "fatal conceit" of the book's 
title is the belief "that man is able to 
shape the world around him accord- 
ing to his wishes." This belief under- 
pins the socialists' claim that they 
can replace the market with planning 

Is and consciously design a supe- 
ocial organization that would 

se greater equality and greater 
nty. 

•    Won't advances 
logy and com- 

inners to ful- 

Hayer 
FORBES: "Nevei 
Hayek: "No." 
Throughout his career, Hayek has 
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argued that the economic order is far 
too complex to be distilled into a five- 
year plan or simulated with comput- 
ers. He has a new convert: Mikhail 
Gorbachev. 

The most profound and fascinat- 
ing—and controversial—insight in 
The Fatal Conceit is that our civiliza- 
tion, its morals and traditions, are not 
the result of mankind's conscious, ra- 
tional design. Rather, they developed 
through a process of cultural evolu- 
tion similar in many ways to biologi- 
cal evolution. 

Capitalism, then, becomes the high- 
est product of this evolution, not an 
interim phase as the Marxists have 
always believed. As he puts it: "Those 
groups following its [capitalism's] un- 
derlying rules increased in numbers 
and in wealth relative to other groups." 

At 90, Hayek has lived to 
see his message widely 
accepted. Nobel laureate 
James Buchanan pays him 
tribute: "Hayek's insights 
of the Thirties and early 
Forties are already being 
incorporated in economic 
theory without explicit 
recognition." 

For Hayek, economics is no Mal- 
thusian "dismal science." Capitalism 
is an ever expanding means to increas- 
ing abundance. Economist W.W. Ros- 
tow estimates that in the past two and 
a half centuries the world's manufac- 
turing output has increased seventeen 
hundredfold—an annual average 
growth rate of 2.8%, including years 
of war and depression. 

But doesn't the explosive popula- 
tion growth in the Third World con- 
tradict Hayek's thesis? No. The popu- 
lations of these nonmarket econo- 
mies have multiplied thanks to a 
spillover of technological advances 
and innovations forged in market 
economies. Without the market sys- 
tem, these nonmarket economies 
would stagnate and starve; again and 
again the capitalist world is called 
upon to feed and otherwise succor the 
noncapitalist countries. 

If the market has so multiplied 
mankind's productive capacities, why 
do so many intellectuals hate capital- 
ism and embrace state planning in 
one fashion or another? Here Hayek is 
nothing if not controversial. He be- 
lieves that "an atavistic longing after 
the life of the noble savage is the main 
source of the collectivist tradition." 
The tribal instincts once helped rov- 
ing bands of primitive men to survive, 
and are still the bases of the bonds of 

intimacy we share with our families 
and friends. By comparison, the more 
recently evolved institutions of the 
extended order—contracts, the rule of 
law, private property, profit—and its 
impersonal operation strike socialists 
as cold, selfish and unjust. 

To Hayek, then, leftists and Marx- 
ists, not capitalists, are the true coun- 
terrevolutionaries. 

After reading The Road to Serfdom, 
John Maynard Keynes wrote to Hayek 
what he regarded as a mild rebuttal to 
Hayek's arguments against central- 
ized planning: "Moderate planning 
will be safe if those carrying it out are 
rightly orientated in their own minds 
and hearts to the moral issue. 

. . . Dangerous acts can be done safely 
in a community which thinks and 
feels rightly, which would be the way 
to hell if they were executed by those 
who think and feel wrongly." 

Keynes, a consummate elitist, was 
treading on dangerous ground. He 
was, in effect, arguing that coercion 
was all right so long as it was exer- 
cised by the "right" people. But that 
was what Hitler thought, too, and 
what Stalin thought and what Ayatol- 
lah Khomeini thinks today. This is 
precisely the point expressed so well 
in The Fatal Conceit—that those who 
believe themselves morally compe- 
tent to determine what is good for 
other people are dangerous. Society 
would do better to trust tradition and 
free markets than to put its future in 
the hands of those who spout the lat- 
est bit of social engineering theory. 

Interviewed by FORBES last year 
(Dec. 12, 1988), Nobel economist Mil- 
ton Friedman gave Friedrich Hayek 
the highest praise. He said that in 
today's revival of faith in free markets 
"the Adam Smith role was 
played ... by Friedrich Hayek's The 
Road to Serfdom." In The Wealth of Na- 
tions, Smith had warned: "The states- 
man, who should attempt to direct 
private people in what manner they 
ought to employ their capitals, 
would . . . assume an authority which 
could safely be trusted, not only to no 
single person, but to no council or 
senate whatever, and which would 
nowhere be so dangerous as in the 
hands of a man who had folly and 
presumption enough to fancy himself 
fit to exercise it." 

Think of the horrors the world 
would have been spared had it heeded 
these wise words. Think, too, of the 
sufferings that have been imposed 
upon communist and Third World 
countries in this generation in the 
name of what Smith called "folly and 
presumption," what Hayek calls "fa 
tal conceit." ■ 
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OUR COMMITMENT TO AMERICA 
GOES ON FOR MILES. 

AMBAC is America's leading municipal bond insurer. And that leadership position 
carries a commitment 

Just how is that commitment measured? One way is by looking at the types of 
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Introducing the Park Avenue Ultra. 
The Buick Park Avenue is widely recognized as a standard 

for American luxury sedans. 
Now, there is the new Buick Park Avenue Ultra — the ulti- 

mate full-size Buick sedan. The Ultra is both a spacious and yet 
very personal luxury car. It embodies a unique combination of 
premium styling, confident performance and sumptuous 
accommodations. 

Naturally, the Ultra is equipped with a long list of sophisti- 
cated features, including: All-leather seating with 20-way 
power front seats Unique grille, tail lamps and 2-tone paint 
treatment Exclusive full vinyl roof (available) Special 
acoustic package for superior quietness Anti-lock brake 
system 165-horsepower 3800 engine with sequential-port 
fuel injection    And much more. 

Visit your Buick dealer and experience the elegance of the 
new Park Avenue Ultra. 
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There's no mistaking Credit Suisse's solid Swiss back- 
ground. We've been in the banking business since 
1856, providing our clients with the discreet, reliable 
and committed service that is the hallmark of Switzer- 
land's banking heritage. But we are more than just a 
Swiss bank. We also have a strong presence in the 
world's financial markets. Credit Suisse's activities are 

closely coordinated with those of the global investment 
banking group, CS First Boston, Inc. Our record of 
excellence in all areas of our operations is regularly 
rewarded with a triple-A rating from the world's most 
prestigious rating agencies. This is an accolade that 
we share with very few banks. So why go for second 
best? 

We do more to keep you * at the top. 

CREDIT SUISSE 
CS 

Head Oi 'Switzerland; represented m all major international linancial centres. In the USA and Canada: New York • Los Angeles • Atlanta • Chicago ■ Houston • Miami ■ San Francisc 
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Toxic waste is undoing takeover deals and 
corroding stock prices. Could there be 
slime in your portfolio? 

Deals that 
smell bad 

By Rath Simon 

ROBERT SANTOSKI COULD almost 
smell victory as he closed in on 
a $660 million deal to buy 

Koppers Co.'s chemical operations 
last summer. But then Santoski, a 
partner in Houston's Sterling Group, 
caught a whiff of something else: Kop- 
pers' toxic waste dumps. He walked 
away from the deal. 

Santoski isn't alone. More and 
more deals are being torpedoed by 
toxic waste liabilities. "Five or 
six years ago environmental li- 
ability was a technical point peo- 
ple dealt through. Now it's a ma- 
jor consideration," says Robert 
O'Brien, head of leveraged buyout 
lending for Bankers Trust Corp., 
who has seen toxic waste prob- 
lems ruin several deals. 

Even when toxic waste doesn't 
kill a deal, it can force sellers to 
slash their asking price. "I've 
seen prices cut 30% because of 
environmental liabilities," says 
Maynard Toll Jr., a managing di- 
rector at First Boston Corp. 

The new awareness of toxic waste 
is changing the way businesses are 
bought and sold, and corroding stock 
prices in chemicals and other manu- 
facturing industries. Wall Street is 
scrambling to figure out which com- 
panies are sitting on hidden toxic li- 
abilities and who will pay. The esti- 
mated cost of cleaning up the nation's 
10,000-plus toxic waste dumps: a 
staggering $500 billion over the next 
50 years. And just about any compa- 
ny—from car manufacturers to sili- 
con chip makers to food processors— 
can have a toxic waste liability. 

Investment bankers at firms like 
Kohlberg Kravis Roberts, the Black- 
stone Group and Bankers Trust are 
hiring environmental experts to comb 

company records and inspect waste 
sites before they put their money into 
a deal. Environmental lawyers are 
suddenly in great demand. Skadden, 
Arps, Slate, Meagher & Flom, the 
New York City-based firm known for 
its takeover work, now employs 23 
environmental attorneys who spend 
as much as 40% of their time vetting 
corporate deals. 

Scampering to keep up are federal 

securities regulators and credit-rating 
outfits. Moody's Investors Service is 
now asking companies it rates for 
more detailed information on their 
potential environmental liabilities. 
"We're starting to see the leading edge 
of investor consciousness," says Rob- 
ert Buhr, a senior Moody's analyst 
who is currently assembling a review 
on environmental credit risks. "It's 
not yet affecting credit quality, but it 
absolutely could." 

The Securities & Exchange Com- 
mission has sent letters to a number 
of corporations asking for more infor- 
mation on their environmental liabil- 
ities. And in the next few months the 
SEC will provide more guidance on 
how some of its disclosure require- 

ments  should  apply  to  companies 
with toxic waste problems. 

Everybody involved is watching 
something called the Federal Super- 
fund National Priorities List, a roster 
of the nation's roughly 1,200 nastiest 
toxic dump sites. Typical estimated 
cleanup cost: anywhere between $10 
million and $30 million per site. And 
much of America's oozing goop isn't 
even chronicled on the Superfund list. 
Excluded are thousands of toxic 
dumps on company-owned sites still 
used for waste disposal and an even 
larger number that haven't yet made 
the Superfund list because they have 
not yet been fully evaluated. 

Just as the cost of asbestos litigation 
bankrupted some previously solid 
companies, so could the cost of clean- 
ing up toxic wastes. James Kirk is 
chairman of OHM Corp., a Findlay, 
Ohio hazardous waste cleanup com- 
pany. Says he, "We see large compa- 
nies that tell us they have six sites 
that will cost a total of $600 million 
to $900 million to clean up." Sums 
like that could easily put into Chapter 
11 some thinly capitalized or overle- 
veraged companies. 

For stock pickers and investment 
bankers alike, getting good informa- 

tion on companies' toxic liabil- 
ities is extremely difficult—if for 
no other reason than some com- 
panies themselves don't know. 
Cleanup costs can run anywhere 
from $100,000 to $500 million or 
more per site, depending on the 
type of waste and the extent of 
the problem, and how it is 
cleaned up. And many sites in- 
volve multiple companies. 

Adding to the uncertainty is 
the sweeping nature of the Super- 
fund law. A company can be re- 
quired to pay cleanup costs, even 
if its actions were lawful at the 
time the waste was dumped. 
Banks can be held responsible if 

they foreclose on an offending compa- 
ny or get involved in its management. 
And a company that contributes just a 
fraction of the waste at a Superfund 
site could be forced to pick up as 
much as 100% of the cleanup cost. 

"It's really the harshest liability 
scheme around," says Margaret Mur- 
phy, a partner at the New York law 
firm White &. Case, who advises deal- 
makers on environmental risks. Little 
wonder that takeover agreements to- 
day frequently hold the seller respon- 
sible for the cost of cleaning up any 
identified waste sites. 

As happens all too often these days, 
lawyers have been among the chief 
beneficiaries to date of the legislation 
against   toxic   waste.   For   example, 
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In the dumps 

The companies below rank among those with the largest number of toxic 
waste sites in the U.S. designated by the EPA as requiring urgent attention. 
EPA data on these so-called Superfund sites are incomplete, so we asked 
these companies for their own estimates. B.F. Goodrich, Mobil and Ford 
refused to cooperate. Cleaning up a Superfund site costs on average $10 
million to $30 million, but you can't estimate a company's liability simply 
by multiplying that average by its number of sites. Many sites involve 
multiple companies. 

Company Number of sites 

General Motors 140 

Westinghouse 80 

Union Carbide 75 

Chrysler 64 

Du Pont 64 

Shell Oil 59 

Ashland Oil 45 

Allied-Signal 44 

Monsanto 42 

General Electric 41 

Company Number of sites 

Texaco 40 

PPG Industries 37 

BASF 35 

Ciba-Geigy 33 

ICI 32 

Dow 31 

Mobil 25* 

BF Goodrich 25t 

Rohm & Haas 24 

Ford 21" 

*EPA estimates, based on incomplete data    tFoRBES estimates. Source Company estimates 

Southland Corp. is suing Ashland Oil 
and its Ashland Chemical unit in a 
dispute over cleanup costs at a South- 
land chemical plant in New Jersey, 
once owned by Ashland. Toxic chem- 
icals were dumped  there  over the 

course of three decades. 
Dozens of companies, including 

Westinghouse, SCM and United Tech- 
nologies, have flooded state courts 
with lawsuits alleging that insurance 
companies are liable for cleanup bills. 

So far only a handful of these cases have 
been decided, and the results are mixed. 

In two recent decisions, companies 
with cleanup problems lost out. In 
December, a California jury said Shell 
Oil—not its insurers—must pay to 
clean up contaminated groundwater 
at the Rocky Mountain Arsenal. That 
means Shell and the U.S. government 
will split costs, which could exceed 
$1 billion. Then, in April, a New Jer- 
sey court held Diamond Shamrock re- 
sponsible for the $10 million to $20 
million it will cost to clean up a 
chemical plant contaminated with 
dioxin, a toxic substance created 
when making Agent Orange. Dia- 
mond Shamrock's insurers won't 
have to pay a penny for the cleanup. 

But insurers are by no means off the 
hook. In April, for example, a Califor- 
nia appeals court ruled that insurers 
would have to pay some $100 million 
to clean up contaminated groundwa- 
ter near an Aerojet-General rocket en- 
gine plant. What's more, a report last 
fall by Standard &. Poor's Corp. sug- 
gests that even if insurance compa- 
nies get stuck with only 15% of the 
cleanup costs, the resulting losses 
could exhaust the property/casualty 
industry's $100 billion surplus. 

Says Skadden partner Mitchell 
Bernstein, "Everybody's looking for 
environmental attorneys." ■ 

Enron Corp. s earnings have been disap- 
pointing. Its potential, however, remains as 
great as it ever was. 

The hour 
before the dawn 

By James Cook 

IF THINGS HAD GONE according to 
plan, Houston's Enron Corp. 
would be sitting pretty these 

days. As the U.S.' largest natural gas 
pipeline system, it would be well on 
the way toward earning the 17% to 
20% return on stockholders' equity it 
had targeted for 1990. But life seldom 

52 

goes according to plan. 
By the end of last year its return on 

equity was a modest 7.3%, and its 
$130 million in earnings as much a 
tribute to its bookkeeping as to its 
operating skills. 

"It's taken us longer to get the 
merger together," says Enron Presi- 
dent Kenneth L. Lay, 47, "because of 
the price environment." Meaning En- 

ron miscalculated badly about natural 
gas prices, which, instead of going up 
as expected, dropped from $3.19 per 
thousand cubic feet in 1985 to $1.51 
in 1987 and $1.56 last year. 

Enron is loaded with debt as a result 
of the 1985 merger of Internorth and 
Houston Natural Gas pipelines that 
created the company—$3.3 billion 
versus stockholders' equity of just 
$1.6 billion. With interest on all that 
debt running around $400 million a 
year, versus $320 million the year of 
the merger, Enron was in a squeeze: 
interest up, operating earnings down. 
Lay had no choice but to sell off assets 
to get debt under control. 

Last year, for instance, Enron 
booked a profit of $97 million before 
taxes for part of its Mobil Oil hold- 
ings, $52 million for a 50% interest in 
its cogeneration subsidiary and its Ca- 
nadian operations, and $49 million for 
a handful of superfluous oil and gas 
properties. These capital gains helped 
turn the $40 million or so Enron lost 
after interest charges and before taxes 
into a $130 million profit and enabled 
Lay to cut Enron's debt by over $600 
million. 

More sales lie ahead. Ken Lay plans 
to raise cash and book profits by sell- 
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Just one 
of our 
fast-moving 
customers. 

The U.S. Air Force has too much at stake to settle for anything 
but the best communications network. That's why they've selected 
Northern Telecom systems for over 100 bases worldwide. 

The specifications were tough—but Northern Telecom delivered 
both superior reliability and high performance, while meeting strict 
budget requirements. 

Now whatever the future—Integrated Services Digital Network 
(ISDN) and beyond—Northern Telecom 
will be there. Call us at 1-800-543-9806. 

And get ready to move fast. n* northern 
telecom 
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Pholos by Zigy Kaluzny/Gamma-Liaison 

Chairman Kenneth Lay at Enron's systems control room in Houston 
The upside potential was high but prices discouragingiy low. 

ing maybe 20% of Enron's oil and gas 
business. "But we are not going to sell 
it cheap," he says of a business that 
Enron carries on the books at $1.3 
billion. He has already picked up $162 
million from the nationalization of its 
Peruvian oil and gas operations, and 
he still has $160 million of Mobil Oil 
stock in Enron's portfolio. 

Not all the proceeds will go to debt 
reduction. "We want to get our debt 
down," he says, "but we're seeing 
such attractive investment opportu- 
nities that that's going to take second 
place. Our number one priority is to 
make the investments in our basic 
business to get the kind of growth and 
earnings and cash flow we want over 
the next four or five years. The oppor- 
tunities are tremendous." 

Among them: stepped-up oil and 
gas exploration in the U.S.; pipeline 
expansion in Florida, California and 
the Midwest; additional cogeneration 
and independent power production 
ventures both here and abroad. "The 
potential for growth is much greater 
than we thought. I could see our inde- 
pendent power and cogeneration busi- 
ness at 15% to 25% of our total net by 
the mid-Nineties," says Lay. 

As it is, in operating terms, the In- 
temorth-Houston Natural merger has 
been paying off just as Ken Lay ex- 
pected. By putting the two compa- 
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nies' operations together, Enron has 
been able to cut its pipeline costs con- 
siderably—eliminating operations 
and staff, cutting layers of manage- 
ment and overhead, and overall reduc- 
ing operating costs per thousand cu- 
bic feet of gas by 40% in three years. 

So, even if price trends have frus- 
trated Lay's original projections, the 
company's long-term potential re- 
mains tremendous. With a 38,000- 
mile system tapping nearly every ma- 
jor gas field and market in the U.S., 
the Northeast excepted, Enron has 
been able to match resources and mar- 
kets to achieve the lowest costs possi- 
ble. Lay explains: "We can bring gas 
into our system from Canada, the 
Rocky Mountains, mid-continent, 
New Mexico and south Texas as well 
as the Gulf and the Gulf Coast. This 
means we can do a better job of bal- 
ancing markets with supplies and 
making sure we always get the low- 
est-cost supplies available." 

Pipelining is fundamentally a vol- 
ume business—the higher the vol- 
ume, the lower the cost per unit—and 
Enron's cost advantage has enabled it 
to expand its market share from 
14.9% in 1986 to 16.8% last year, no 
mean achievement at a time when the 
natural gas market itself has been go- 
ing nowhere. 

Enron has made these gains in part 

Texas City, Tex. cogeneration plant 
Growth is the first priority. 

by exploiting the Federal Energy Reg- 
ulatory Commission's open access 
policies, which put the transportation 
services of connecting pipelines at En- 
ron's disposal. "We're trying," says 
Lay, "to use the more flexible deregu- 
lated environment to expand our na- 
tional market to places where we 
don't have pipelines." 

In the East, Enron worked deals to 
supply Elizabethtown Gas in New Jer- 
sey, Brooklyn Union Gas in New 
York and two cogeneration projects 
on Long Island by way of the Transco 
Energy Co.'s pipelines. In the West, it 
has contracted to provide 100 million 
cubic feet a day to Pacific Gas & Elec- 
tric in northern California by way of 
El Paso Natural's line. 

These gains have yet to make much 
impact on the bottom line. The most 

immediate promise lies in higher nat- 
ural gas prices, and like everybody 
else in the industry, Lay is waiting 
expectantly for prices to tum up. 
"We've got to assume these markets 
are going to tighten up," Lay says, 
"and when they do, we should have 
some good operating results in 1989 
and even better ones in 1990 and 
1991. For every 10-cent increase in 
prices above $1.60 per thousand cubic 
feet, we pick up $8 million to $10 
million from oil and gas exploration 
and production, and with production 
rates likely to be up 50% in the next 9 
to 12 months, that'll be more like $12 
million to $15 million." 

He continues: "A dollar increase is 
not unreasonable in the next couple of 
years, so that could add $120 million 
to $150 million to net income. And 
that's just the oil and gas business. A 
lot of the gas pipeline business is very 
sensitive to gas prices as well, so that 
we should have significant upside 
earnings potential from any tighten- 
ing in the market and higher prices." 

If things work out the way Lay 
hopes, Enron could be earning as 
much as $5 a share in 1992, versus 
last year's capital-gains-inflated $1.99 
a share. If that happens, shareholders 
will forgive Lay that his expectations 
took longer to realize than he had 
originally hoped. ■ 

All the realities of business travel can leave you 
dreading your next trip. 

Unless you reward yourself with a stay in a 
civilized, professional place. 
Guest Quarters Suite Hotels. Spread 
out in a spacious two-room suite. 
And enjoy a host of comforts and 
conveniences for about the price of 
a room at most first-class hotels. 

Your suite is fully appointed, 
including a refrigerator and wet bar. And you can use 
the living area to work, relax or entertain. 

Throughout the hotel, we've taken care of every- 
thing else. Complimentary continental breakfast 
and a Private Manager's Reception daily. Facilities 
for your workout* And the ambience that makes 
Guest Quarters a special oasis. 

It's an experience you'll only have here. The begin- 
ning of business travel as you'll come to know it. 

GUEST 
QUARTERS' 

SUITE HOTELS 
A rewarding business experience. 

1-800-424-2900 
In the Washington, DC. area, call 861-6610 

Atlanta. GA   Austin, TX   Balnmore, Washington Int'l Airport, MD   Boston, MA Area: 
BostonCambndge   Boston/Waltham    Charlotte, NC   Fort Lauderdale, Ft    Houston, TX 

Philadelphia, PA Area:    Philadelphia Int'l Aupon   Plymouth Meeting    Valley Forge 
Tampa Int'l Airport, FI   Troy, MI (Detroit!    Washington, D.C Area: 

2500 Pennsylvania Ave., NW   801 New Hampshire Ave , N W    Alexandria, VA   Bethesda, MD 
Future locations in; Chicago, LL   Dulles Int'l Airport, VA    Los Angeles, CA 

Providence, RI   San Diego. CA 
'Managei s reception not available at downtown Wastoagton. D C locations 

some recreational facilities not available at certain locations 



Pink Floyd live last summer 
Cerebral music, laser light show and a porcine dirigible named Pinky. 

Armando Gallo/Relna 

What do Oreo cookies and Budweiser beer 
have in common with aging rock 'n' roll 
groups? More than you might think. 

Welcome back, 
Grace Slick 

By Peter Heweomb 

ON THE ROCK MUSIC concert 
scene, what's new is what's 
old. Pink Floyd, for example. 

The psychedelic rock group, known 
for its cerebral music and outrageous 
light show staging, was created in 
1966. When cofounders Roger Waters 
and David Gilmour went their sepa- 
rate ways, m 1984, the band fell apart. 

Then last year Gilmour. now in 
his 40s, put together a band and took 
Pink Floyd back on the road. And 
watched the money pour in. Accord- 

ing to Pollstar, which monitors the 
$1 billion (1988 gross ticket sales) 
concert industry, Pink Floyd con- 
certs grossed over $27 million in just 
23 cities, a smashing $1.2 million 
per venue. And that's just ticket 
sales. Add in sales of T shirts and 
other concert memorabilia, and the 
tour of this 23-year-old group proba- 
bly grossed about $35 million. Of 
that, the band's three members took 
in at least $20 million. Not bad pay 
for just 35 nights' work. 

Pink Floyd has company. The 1970s 
hard rock group Aerosmith splintered 

apart in 1979 and reunited a few years 
back. Last year Aerosmith, led by 41- 
year-old lead singer Steven Tyler, 
grossed over $20 million. The Grate- 
ful Dead, which was formed in 1965 
and is today a cottage industry 
(FORBES, May 18, 1987), also sold over 
$20 million worth of tickets on its 
tours last year. 

This summer will see a rash of 
"reunion" tours by older, established 
acts. Headed for the road this year are 
the Rolling Stones, led by 45-year-old 
Mick Jagger; ex-Beatles Paul McCart- 
ney and Ringo Starr on separate tours; 
and the Jefferson Airplane. Also said 
to be getting back together is the rock 
trio Cream, headed by Eric Clapton, 
and the Who, fronted by 45-year-old 
Roger Daltrey, who still belts out My 
Generation, the lyrics of which in- 
clude the line "Hope I die before I get 
old." Younger readers may not re- 
member these bands from the psyche- 
delic 1960s; older ones may prefer to 
forget that the Jefferson Airplane's 
throaty Grace Slick is now 49. 

Remember "Never trust anyone 
over 30"? Well, the people who said 
that were under 30. Now they are 40 
and even 50. 

This revival of old names takes 
some of the risk out of the business. 
As entertainers and their advisers 
have grown more secure in their bar- 
gaining power, the conccn business 
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"It is personalities, 
not principles that move 

the age." 
Oscar Wilde 



Gottlieb Daimler (1834-1900) 
Inventor of the automobile 

Karl Benz( 1844-1929) 
Inventor of the automobile 

Berta Benz (1849-1944) 
The first woman behind the wheel 

Daimler-Benz is proof that behind brilliant 

ideas, you usually find brilliant people. 

Daimler-Benz: Ours may still be a new name 

to many Americans, but from the companies 

that make up our three newly-formed divi- 

sions comes some of the most eminent high 

technology produced in the world today. 

Mercedes-Benz automobiles and commercial 

vehicles. AEG industrial automation, transpor- 

tation and advanced electronics. The engines, 

airframes and other aerospace components of 

Deutsche Aerospace. 

And from our history come people who made 

history. Men and women inseparably linked 

Daimler Benz AG Mercedesstrafte 136. 7000 Stuttgart 60 Federal Republic of Germany 



Emil Rathenau (1838-1915) 
Electrical entrepreneur 

and founder of AEG 

Karl Maybach (1879-1960) 
Designer of 

lightweight, high-performance engines. 

Claude Dormer (1884-1969) 
Pioneer in 

aviation and aerospace 

with the development of the automobile, for 

example. And of the electric locomotive. 

Pioneers whose achievements heralded 

the age of aviation. And revolutionized 

navigation. 

Daimler and Benz. Rathenau. Maybach and 

Dornier. Their visions, their creativity and 

their perseverance continue to inspire the 

people of Daimler-Benz today. 

People whose knowledge and skills, coupled 

with vast technological resources, are creat- 

ing opportunities for great new ideas. 

Ideas - like those of their predecessors - that 

can   lead to  progress and   benefits for all. 

Daimler-Benz 



Gary Gershofl/Reina 

The Who's Roger Daltrey 
At 45, no sign of dying. 

has grown riskier. "It now requires a 
tremendous amount of capital to be a 
promoter on a major level," warns 
Gary Bongiavanni, president of Poll- 
star. "You have to be able to lose 
$100,000 in one night." 

Old groups offer prompters the 
same kinds of advantages Oreo cook- 
ies, Budweiser beer and other brand 
names offer to the people who do le- 
veraged buyouts: They are brand 
names with established consumer fol- 
lowings. The old stars may be expen- 
sive. But they are proven products 
that reduce the promoter's risk. 

It's getting to be more and more like 
the food and soap businesses. Because 
of the high risk of introducing new 
products, old established products 
have become increasingly valuable 
franchises. 

"Even though the yuppies are in 
their 30s and 40s and are running the 
business community, they're still 
rock 'n' rollers at heart," says John 
Scher, whose Monarch Entertainment 
Bureau is the nation's leading concert 
promoter. "They're still listening to 
Pink Floyd. This is a music of a gener- 
ation and it stayed with them." 

Bill Graham, who promoted most 
of the big rock acts in the 1960s at his 
Fillmore concert halls in San Francis- 
co and New York City, notes that 
more groups are now gearing their 
touring schedule toward the summer 
months and playing in parks and out- 
door stadiums. Why? More familylike 
atmosphere. The older part of the au- 
dience will attend the show for nos- 
talgia's sake, take their children and 
sit on the lawn and picnic. Says Gra- 
ham: "There are now three genera- 

tions of rock 'n' roll fans." Note that 
these aging rock groups are selling 
concert tickets. They are not topping 
the record charts. 

There's a big difference. In records, 
the hot trend these days is heavy met- 
al, which appeals mainly to teenage 
boys. Heavy metal tours, however, 
have not been very successful—many 
promoters lost their shirts on the 
heavy-metal-oriented "Monsters of 
Rock" tour last summer. The prob- 
lem: a glutted market. 

"Too many metal artists are trying 
to draw on the same crowd," explains 
East Coast concert promoter Ron Del- 
sener. "The crowd tends to be of a 
lower socioeconomic class, and they 
don't have that many dollars to 
spend." 

The older groups' audiences, in con- 
trast, are not only more numerous but 
better heeled. As Ron Fierstein, presi- 
dent of the artist management firm 
AGF Entertainment, puts it: "A Pink 
Floyd concert has everything from in- 
vestment bankers, who take off their 
suits and put on a T shirt, to young 
kids who have just discovered the 
group." 

Since the old-time artists have es- 
tablished images and fairly assured 
gates, they don't come cheap. A rock 
concert's gate usually splits some- 
thing like this: The band aims to take 
50% of gross ticket sales, the theater 
or hall would take 20%—plus park- 
ing, concessions and merchandising 
rights—and the promoter would get 
15%, tops. The balance covers miscel- 
laneous operating expenses. 

Jimi ScranorvtGI 
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rolling Stone Keith Richards 
Satisfaction guaranteed.. 

Rock n' roll doyenne Grace Slick 
Refueling the Jefferson Airplane. 

But the percentages are shifting. 
Today top stars want bigger chunks of 
the gross and of the ancillary reve- 
nues, and have the audience-drawing 
power to get what they want. "If 
you're a hot artist," says A&M Rec- 
ords executive Jim Guerinot, "you 
control everything, you've got all the 
clout." 

One further consequence is a 
squeeze on the independent promot- 
er. "It used to be that a promoter 
would make 15% of net," says Fier- 
stein. "Now 12.5% of net is standard, 
even less. And you're hearing about 
flat fees for the first time." Promoter 
Jerry Mickelson, who has been in the 
business nearly 20 years, grouses: "In 
the old days, you could break even at 
about 60% of the house. Now you 
have to sell as much as 85%. The 
risk/reward ratio has gotten a lot 
higher." 

Meanwhile, many concert halls are 
beginning to produce their own shows 
in-house. Radio City Music Hall Pro- 
ductions, owned by the Rockefeller 
Group, has been booking shows for its 
own account for years at Radio City 
Music Hall in New York. Now it has 
expanded its promotion activities 
outside the Music Hall. Other well- 
capitalized operators, including MCA 
and Ogden Allied, a service company, 
are also moving in on the promotion 
business. 

"I don't care how loyal an act is to a 
promoter," warns promoter Delsener. 
"If they want to play a certain venue 
and you don't have it or own it, then 
you're in trouble. These days, whoev- 
er has the real estate wins." 

The promoters are fighting back, 
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ORIENT EXPRESS. We found a very effective way to compete with Japan: sell them 
something. And so last year alone, we increased sales of International Paper prod- 
ucts in Japan and throughout the Orient by an astonishing 43 %. The fact is, Interna- 
tional Paper is one of America's largest exporters—5,000 shipments of everything 
from paper pulp to containerboard to timber each year to ports of call on every 
continent. With the result that more than $1,000,000,000 from some 72 countries 
Over There is winding up Over Here. The balance of trade actually tipping our 
way for a change. Just imagine. INTERNATIONAL^) PAPER. Use our imagination. 

©1989 International Paper Company 



"The key to global performance is 
understanding local markets'.' 

When you're searching for opportunities in global finance, experience 
shows that any answer also poses questions: Does a cost advantage out- 
weigh the price risk involved? Can risks be mitigated through hedging orl 
other strategies? How can implicit yield and currency considerations 
affect total return? For investors and borrowers alike, J.R Morgan's world- 
wide financial network is unequaled in its ability to anticipate the ques- 
tions and supply the answers. By providing local-market intelligence 
viewed within a global context, we can help you make the right moves 
when the timing and circumstances are right for your objectives. 

C P'wi j r Mopi» i„ in, mumml 
JPMorgan 
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among them Robert Nederlander, 
president of the Nederlander Organi- 
zation, which owns or operates close 
to 30 concert venues. "If you own 
your own venue," says Nederlander, 
"you're willing to take more chances. 
We can waive the profit if the act 
doesn't do as well." 

Whether promoters benefit or not, 
the names and goodwill of the older, 
established groups will continue to 
have real value—especially as cable 
television, compact discs and other 
new  technologies  broaden  the  de- 

mand for entertainment. However, a 
problem arises when the original 
members of a group have died, retired 
or drifted away. "You have countless 
throw-together groups that have put 
situations together where you don't 
have original members of the band," 
says A&M Records' Jim Guerinot. 
"They are being marketed and sold 
just by the name of the act." 

Who owns these increasingly valu- 
able names? That's a sticky question 
that will only grow stickier. When 
David   Gilmour   resurrected   Pink 

Floyd and took the act on the road, the 
original band's cofounder, Roger Wa- 
ters, sued Gilmour over the use of the 
band's name. More recently, three 
original members of the 1960s group 
the Byrds reunited for three shows in 
California. When they heard that the 
band's former drummer had also tak- 
en the name on the road, the three 
reunited musicians reregistered the 
Byrds trademark under their names. It 
will be getting harder to distinguish 
between the sound of the musicians' 
music and their lawyers' arguing. ■ 

Rolling in dough 
Morgan Rcnard/S\'gma 

rffl          ^m 

r 

k—tx 

y^3 Ha   ^ 
i!ii :■- •-        ■ •'«* 

.. f>          -V 

'   '            ... .... 

A:. VMS* 

' ■ ►" •„. 
■  .   i - . 

■-> (■•'■'   ,'.     '                     ■ ■ 

J         (               ■•■:■■■■ 
J        I ■   ' 

1 

7 
'jf* 

£.'■: >**m 
The Rolling Stones on tour in 1981 
Maybe you can always get what you want. 

Details of the tour are still sketchy, but when the 
Rolling Stones take to the road in September for 

their first North American tour in eight years, they will 
know before the first chord is plucked that they stand to 
make a minimum of $60 million. That's said to be their 
guarantee from the tour's promoter, Michael Cohl, 
head of Toronto's Concert Productions International. 

On such a guarantee, can Cohl even hope to make 
money for himself? Definitely. Consider: The Stones' 
tour will probably run for at least 50 engagements in 
outdoor stadiums. Outdoor shows bring 70,000 people 
through the turnstiles on average. With tickets costing 
an estimated $35 per, ^ach show would gross roughly 
$2.4 million in a sellout. 

Off the top comes the Stones' $1.2-million-per-show 
guarantee, from which the group pays their road over- 
head and most of their staging costs—such as the light 
shows and extravagant sets that have become essential 
crowd pleasers. 

The venue will probably get somewhere around 20% 
of the gross gae, or some $500,000. Deducted from the 
remainder, around $750,000, are miscellaneous operat- 
ing expenses: wages for the various ticket takers, park- 

ing attendants and other help, and advertising, much of 
which will probably be subsidized by a multimillion- 
dollar corporate sponsorship. 

That arithmetic leaves Cohl with some $350,000 per 
show, if the show sells out. If a show is 75% sold out, 
Cohl would probably break even. And if only half the 
tickets sell, he could lose hundreds of thousands of 
dollars. Hence the premium on the older, well-estab- 
lished entertainment names most likely to fill the 
venues. 

Beyond ticket revenues, recent tours by hot acts like 
U2 and Pink Floyd have generated $10 to $15 per head 
from sales of T shirts and other memorabilia. Typically, 
the venue gets around 40% of merchandise sales, while 
the artist splits the balance 75%/25% with a licensee. 
In the case of the Stones tour, Cohl would be the 
licensee. So if the Stones sell out everywhere they play, 
merchandise sales should approach $50 million, with 
$7 million or $8 million going to Cohl. And, of course, 
there are foreign and domestic pay-per-view TV specials 
to further sweeten the pot. 

Add it all up, and Cohl stands to make over $35 
million if the Stones' tour is a smash.—P.N. 
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How a broad mix of information businesses 

becomes a solid investment. 

At Ameritech, we concentrate within a focused area of expertise. Information. 
And by doing what we do best, we've become a financial leader. 

Since Ameritech stock began trading, it has generated a total return to shareowners that has outperformed 
the market by two to one. A compound annual growth rate over 24 percent. 

During its first five years, Ameritech led all other regional holding companies in return-to-equity, steadily increasing 
to 15.8 percent last year. Growth in earnings per share and dividends has averaged nearly 8 percent. 

Ameritech's $10 billion revenue stream comes from its strong core of Bell communications companies and related 
businesses, which include advanced cellular communications, directory publishing, 

and lease financing for business communications systems. 
Strong, consistent growth, contributed by a wide range of communications products and services. 

That's why Ameritech continues its solid financial performance. For details, 
write Director-Investor Relations, Ameritech, 30 S. Wacker Dr., R3500, Chicago, IL 60606, or call: 312/750-5353. 

JeMERSTECH 
Illinois Bell    Indiana Bell    Michigan Bell   Ohio Bell   Wisconsin Bell 

Ameritech Applied Technologies   Ameritech Credit   Ameritech Development   Ameritech Information Systems 
Ameritech Mobile Communications   Ameritech Publishing   Ameritech Services   Tigon Voice Messaging 

c 1989 AmenKdr 



No MMonair 
WuabteHian On' 

For the one million millionaires in America 
housing affordability is rarely a concern. But for 
millions of the rest of us, it often is. 

Still.owning a home of our own remains at 
the heart of the American way of life. Its a big 
part of what we all work for. Its a big part of what 
makes America work. 

Yet, buying a home is becoming more and 
more difficult for millions of Americans, despite 
the increase in two-income families. 

The median-priced home of today absorbs 
nearly 50% more income than it did in 1968.The 
rate of homeownership for 25-to 34-year-olds 
declined from 53% in 1978 to 45% today. 

At Fannie Mae, were doing what we can to 
help keep homeownership within reach. 

Some 30% of the1 mortgages we financed 
in 1988 were for $40,000 or less.Thats just 
about what it takes for a househok 1 w it h a yearly 
income of $19,000 to buya homaLasl year,we 
helped nearly 300,000 such families buy homes. 

As the I'SAs Housing Partner, we will 
keep working with lenders, builders, real estate 
brokers, nonprofits and governments atall 

svels in the search lor solutions to the problems 
of housing affordability. 

After all. the millionaires may not need 
our help to bu> a home, but there are millions of 
other 1 lard-working Americans who do. 

FannieMae 
The USA's Housing Partner 
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Savor The Taste Of Time. 
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Pinch 15 Year Old. Aged To Perfection. 
lended By The Oldest Distillers Of Scotch Whisky. 



Corporations and activists crusade against sexual harassment, 
yet we're told the problem's getting worse. Is it really? 

Watch that leer, 
stifle that joke 

By Gretchen Morgenson 

IT'S BEEN ALMOST ten years since 
the Equal Employment Opportu- 
nity Commission wrote its guide- 

lines defining sexual harassment as a 
form of sex discrimination and, there- 
fore, illegal under Title VII of the Civ- 
il Rights Act of 1964. 

During that time, 
women have trans- 
formed the workplace, 
taken on untraditional 
jobs, excelled in male- 
oriented businesses, 
started their own firms 
and garnered new pow- 
er on corporate boards. 

Have women been 
harassed every inch of 
the way by leering, las- 
civious male chauvin- 
ists? It sometimes 
sounds that way. Fol- 
lowing the Equal Em- 
ployment Opportunity 
Commission's lead, an 
estimated three out of 
four companies nation- 
wide have instituted 
strict policies against 
harassment; millions 
of dollars are dutifully 
spent each year educat- 
ing employees in Title 
VII etiquette. 

What are the bound- 
aries? Where does 
good-humored kidding 
cease and harassment 
begin? How deeply 
should the courts con- 
cern themselves with 
personal behavior and 
good manners? Re- 
quests or demands for 
sexual favors are clear- 
cut cases of behavior 

that lie beyond the pale. Sleep-with- 
me-and-you'U-get-promoted proposi- 
tions are clearly illegal. Where the law 
gets hazy and goes beyond where 
some reasonable people think the law 
should go is in what is known as hos- 
tile environment harassment—the 
hazing,  joking,  sexually suggestive 

Laszlo Kubtnyt 

talk between men and the women 
who work alongside them. 

Both types of behavior are increas- 
ing? That's the story you get from the 
media, which loves a salacious issue, 
and from employee relations consul- 
tants who make money telling corpo- 
rations how to protect themselves 

from costly harass- 
ment claims. These are 
the loudest voices in 
the din. Loud but not 
persuasive. 

The peddlers of sex 
harassment advice 
have, of course, their 
own moneymaking 
agenda. Equally sus- 
pect are those extrem- 
ists who would politi- 
cize all of American 
life and seek to regu- 
late human behavior to 
suit their private preju- 
dices. These people 
want to impose strin- 
gently moralistic stan- 
dards on private indus- 
try that are not met in 
any other environ- 
ment. It's all part of the 
transformation taking 
place today in employ- 
ment law in which em- 
ployers' responsibil- 
ities to their workers 
seem to grow just as 
workers' responsibil- 
ities to the bosses seem 
to diminish. 

A growth industry 
has sprung up to dis- 
pense harassment ad- 
vice to worried compa- 
nies in the form of 
seminars, videos and 
group gropes. 

The  deeper  FORBES 
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delved, the more we became con- 
vinced that the alleged increase in 
sexual harassment was more a prod- 
uct of propaganda from self-interested 
parties. "At least 35% and as many as 
90% of women get harassed," con- 
tends Linda Krystal Doran, president 
of Krystal & Kalan Associates, a sex 
harassment consultant in Issaquah, 
Wash. Doran conjures up images of a 
major portion of the work force wolf- 
ishly and lustfully abused by another 
portion. If her figures are taken seri- 
ously, as many as 49 million women 
are getting pinched, propositioned or 
annoyed on the job. 

But why then is the number of fed- 
eral cases alleging harassment on the 
job actually declining? This, in spite 
of a growing female work force. Ac- 
cording to the EEOC, where anyone 
bringing a federal sex harassment case 

days advising corporations on the is- 
sue of harassment is not insubstan- 
tial. Susan Webb, president of Pacific 
Resource Development Group, a Seat- 
tle consultant, says she spends 95% of 
her time advising on sex harassment. 
Like most of the consultants, Webb 
acts as an expert witness in harass- 
ment cases, conducts investigations 
for companies or municipalities and 
teaches seminars. She charges clients 
$1,495 to buy her 60-minute sex ha- 
rassment video program and hand- 
books. Webb, who's worked for 350 
companies or municipalities, is one of 
a dozen such consultants, and her 
prices are typical. Solving the prob- 
lem is supposed to be their business, 
but hyping the problem is very much 
in their personal interests. 

Michael Connolly, former general 
counsel to the EEOC, and now a part- 

Harassment in the nation 

Since 1984, complaints alleging sexual harassment filed with the Equal 
Employment Opportunity Commission in Washington, D.C. have de- 
clined. This, in spite of a steadily increasing number of females in the 
workplace during the same period. 

j Total female work force' (millions) Number of cases filedt I 

175 

OS 

7,000 

6,000 
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* Age 16 and civet     tNumber of cases filed under Title VII of the Civil Rights Act of 1964 in 
which some reference to sexual harassment was made 

must first file a complaint, the num- 
ber of Title VII complaints in which 
sexual harassment was mentioned 
peaked at 6,342 five years ago; last 
year there were 4,984 cases. 

Sound like a lot? It's not. It's 
0.0091% of the female work force- 
one in every 11,000. And that's cases 
filed, not cases proven. Furthermore, 
these cases may primarily involve 
other forms of discrimination: race, 
national origin, color and religion. 

FORBES consulted human rights 
commissions that compile such fig- 
ures in four populous, regionally di- 
verse states: California, Michigan, 
New York and Texas (see dxirt, page 
71). Excepting California, where there 
has been a modest increase, sex harass- 
ment cases in these Btates are down. 

Yet the money to be made these 

ner at Cross Wrock in Detroit, says: 
"There are a lot of bad consultants 
taking advantage of the fact that ha- 
rassment is in vogue." There are even 
consultants who act as agents for oth- 
er consultants. Jennifer Coplon of Re- 
source Group-Videolearning in Bos- 
ton represents some 15 sex harass- 
ment video producers, connecting 
them with corporations, universities 
and government agencies. "Among all 
employment issues, sexual harass- 
ment is the biggest concern among 
companies," she reports happily. 

Sexual harassment became a seri- 
ous legal issue in the early 1980s, just 
after the Equal Employment Opportu- 
nity Commission published its first 
guidelines. But it was Meritor Savings 
Bank v. Vinson, a harassment case 
that made it to the Supreme Court in 

1986, that really acted as a full em- 
ployment act for sex harassment con- 
sultants. In Vinson, the Supreme 
Court conveyed the idea that employ- 
ers could limit their liability to ha- 
rassment claims by implementing an- 
tiharassment policies and procedures 
in the workplace. And so the antiha- 
rassment industry was born. Even to- 
day corporate attorneys are some- 
times the best salespeople for the sex- 
ual harassment prevention industry. 
They tell their bosses that the exis- 
tence of a corporate program should 
be part of a company's legal defenses. 

No surprise then that sexual harass- 
ment consultants like to claim the 
problem is getting worse, not better. 

What about those bothersome EEOC 
numbers? The consultants say that 
there is a more than offsetting in- 
crease in private suits. Really? 
There's simply no proof that huge or 
increasing numbers of private actions 
are being filed and litigated. The San 
Francisco law firm of Orrick, Herring- 
ton & Sutcliffe has monitored private 
sex harassment cases filed in Califor- 
nia since 1984. From 1984 to March 
1989, the number of sexual harass- 
ment cases in California that were 
litigated through to a verdict totaled 
15. That's in a litigation-happy state 
with 5.8 million working women. 

Those sex harassment actions that 
do get to a jury are the ones that really 
grab headlines. A few scary awards 
have been granted recently—five 
plaintiffs were awarded $3.8 million 
by a jury in a North Carolina case 
against a Texas s-Su, Murray Savings 
Association—but mammoth awards 
are often reduced in subsequent court 
proceedings. In California the median 
jury verdict for all sex harassment 
cases litigated since 1984 is $183,000. 
The top verdict in the state was just 
under $500,000, the lowest was 
$45,000. California, known for its 
sympathetic jurors, probably pro- 
duces higher awards than most states. 

Paul Tobias, a partner at the Cin- 
cinnati law firm of Tobias & Kraus 
and executive director of the Plain- 
tiffs Employment Lawyers Associa- 
tion, for the past decade has focused 
on individual employees' problems, 
including sex harassment. His experi- 
ence? "During a year, 10 or 15 people 
may come in and complain; maybe 
one of those cases is winnable." 

Of the dozen or so labor lawyers 
FORBES interviewed—from both plain- 
tiffs' and defendants' bars—most feel 
that job-related harassment, though 
not gone, occurs much less frequently 
now than it did ten years ago. 

Well, maybe, the sex harassment 
industry replies, but that's only be- 
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cause women are afraid or ashamed to 
complain. Bringing a sex harassment 
case is similar to filing a rape case, 
consultants and lawyers say; both are 
nasty proceedings that involve defa- 
mation, possible job loss and threats 
to family harmony. "More people are 
experiencing harassment, but they 
may not want to bring a case," says 
Webb, the Seattle trainer. 

Maybe so, but there is no evidence 
of this. After reading cases and talking 
to the lawyers who litigate them, it 
becomes clear that women have be- 
come much more aggressive in filing 
sex harassment claims. 

According to the New York State 
Division of Human Rights, more than 
half of the complaint outcomes from 
1980 through 1986 were dismissed for 
lack of probable cause. Actual num- 
ber: 521, or 52%. Compare this with 
the cases in which probable cause was 
found and a conciliation was reached: 
39, or 4% of the total. 

One explanation for the large per- 
centage of dismissed cases is that hos- 
tile environment harassment is diffi- 
cult to define. Asking a subordinate to 
perform sexual favors in exchange for 
a raise is clearly illegal. But a dirty 
joke? Behavior that one woman may 
consider harassment could be seen by 
another as a nonthreatening gag. 
Whose standards should be used? 

Under tort law, the standard that 
must be met is called the reasonable 
person rule. This means that the be- 
havior that has resulted in a case— 
such as an assault or the intent to 
cause emotional distress—must be 
considered objectionable by a "rea- 
sonable person." The EEOC follows 
this lead and in its guidelines defines 
environmental harassment as that 
which "unreasonably interferes with 
an individual's job performance." 

How to define that? Says Freada 
Klein of Klein Associates, a Boston 
consulting firm: "My goal is to create 
a corporate climate where every em- 
ployee feels free to object to behavior, 
where people are clear about their 
boundaries and can ask that objec- 
tionable behavior stop." Objection- 
able to whom? By what standards? 

Can rudeness and annoying behav- 
ior really be legislated out of exis- 
tence? Can women really think they 
have the right to a pristine work envi- 
ronment free of rude behavior? These 
are permissive times: Mrs. Grundy 
has been laughed out of most areas of 
our life. Should she be allowed to 
flourish in the workplace alone? Says 
Susan Hartzoge Gray, an employment 
lawyer at Haworth, Riggs, Kuhn & 
Haworth in High Point, N.C.: "We 
condone sexual jokes and innuendo in 

Sex in the states 

State human rights commissions also process sexual harassment claims. 
Below are numbers of filed cases per thousand working women in 
California, Michigan, New York and Texas. These states were chosen 
because of their large populations and regional diversity. Some of these 
states have been keeping figures longer than others; with the exception of 
California, all have seen cases decline in recent years. 

California 

1985 

1986 

1987 

1988 

15.9    836/5.26 

16.3 884/5.41 

«L0] 1,179/5.65 

I 
24.0    1,390/577 

Michigan 

1985 

1986 

1987 

1988 

5.9   w/i.69 

!"*] 6.5   110/1.70 

70/1.74 

57/1.86 

New York 

172/3.41 

7.7   245/3.17 

Key: 

Cases filed per 100.000 
of female work force 

I 000/000 —i 
Cases Female work force 
filed (millions) F 

258/3.24 

231/3.51 

316/3.66 

■ 234/3.70 

Texas 

1987 

1988 

2.2 72/3.30 

■   61/3.53 
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Advice to women: Act like a freight train 
What industry ha*, the greatest 

incidence of sexual harass- 
ment? Construction, automobile 
manufacturing, the steel business 
or some other blue-collar concern? 
According to surveys, the white- 
shoe world of financial services. 

FORBES asked two finance pros 
about sexual harassment in their 
industry. 

Liliana Nealon, 41, is a vice pres- 
ident of Union Bank of Switzerland 
in the bank's New York branch. 
Nealon runs a corporate foreign ex- 
change desk for UBS, overseeing 12 
traders and advising 100 corporate 
clients. She grew up in Argentina, 
started in banking at Citibank in 

Lucy Johnson 

Liliana Nealon of UBS 
"You don't have to be mascu- 
line, jumt Indispensable." 

1970 with a bachelor's degree in 
French. She was the first female 
trader at Citibank and is one of just 
a handful of female vice presidents 
at UBS, but Nealon says: "I've never 
so much as experienced a hint of 
harassment. And I don't know any- 
one who has." 

Why not? "I always wondered," 
she says. "I'm not a cold person,- 
I'm a flirt. I never wore a man's 
suit, never tried to hide my femi- 
ninity. I've probably never been ha- 
rassed because people see my 
strength of character. I've always 
been self-confident because I knew 
I could get another job. If you do a 
good job, nobody will question 
your sexuality. 

"I'm a freight train; I don't devi- 
ate. I'm going too fast to look at the 
landscape. If you put it in first gear 
and keep going, you will be recog- 
nized. You don't have to be mascu- 
line, just indispensable." 

Valerie McDowell, 40-ish, is 
president and co-owner of an o-t-c 
firm, William Allen & Co., which 
she started one year ago in Red 
Bank, N.J. She's worked on Wall 
Street since 1967, when she was a 
new mother and fresh from a di- 
vorce. Working for a computer 
company didn't suit her, so she 
quit, telling her supervisor she was 
leaving to work in the market. Says 
McDowell: "He laughed, and that 
was all I had to hear; I went and got 
a job as an assistant trader. 

"Do I remember feeling differ- 
ent? Maybe because of my lack of 
experience, but not because I was a 
woman." 

The closest thing to harassment 
McDowell experienced was an oc- 

casional comment like: "Whaddya 
got a dame on the desk now?" from 
traders at other firms. She chalks 
her experience up to confidence. 
"If you're insecure, it comes out. 
Like an animal, you can see vulner- 
ability. Some people are good at 
finding weakness. But nobody has 
power over you unless you allow 
them to have it. 

"Me, I plow on through. If you're 
in my way, that's your problem. If I 
can't achieve'my goal one way, I'll 
find another way. I won't deviate 
from my goal. Important thing to 
remember: You create your limita- 
tions. It doesn't have anything to 
do with biology."—G.M. 

Steven Boljonfc 

Valerie McDowell of William Allen 
For yean, the only 
"dame on the desk." 

the media—a movie might get a PG 
rating—yet an employer can be called 
on the carpet because the same thing 
bothers someone in an office." 

In a curious way, the news stories, 
the harassment seminars, the show- 
ing of videotapes—even if education- 
al—can act to perpetuate the woman- 
as-victim mentality (see box, above). 
There is even a kind of backlash at 
work. Increasing numbers of wrongful 
discharge cases are brought by men 
who believe they were fired because 
of a false harassment claim. 

Yet the noise will probably contin- 
ue for a long time to come. The de- 
mand by some women for a perfect 
work climate is part of a larger trend 
in society. Many people feel they are 

entitled not only to jobs but to work 
conditions that suit their tastes. 

Some of those higher standards, as 
far as sex harassment is concerned, 
are approaching the unreasonable. To 
combat incidents of hostile environ- 
ment harassment, management is ef- 
fectively being told to shoulder two 
new and onerous responsibilities. 
First, provide a pristine work environ- 
ment, and second, police it as well. 

But if women want a level corporate 
playing field on which they can com- 
pete with men, should they expect to 
be coddled and protected from rude- 
ness or boors? Why can't they be ex- 
pected to take care of themselves? 

Women do themselves and their ca- 
reers no favors by playing victim. Sex- 

ual harassment is not about sex, it is 
about power. If women act powerless 
at work, they'll almost certainly be 
taken advantage of. Women are more 
powerful than the sex harassment 
peddlers will have you believe. A wo- 
man's power is not in her ability to 
bring a harassment claim, it's in her 
ability to succeed on her merits. And 
to be able to say, "Back off, bub." 

As more and more women recog- 
nize this, sex harassment will likely 
become even less of a real problem in 
the years ahead than it is today. But 
don't expect the sex harassment spe- 
cialists to go out of business. They'll 
only stop levying their special tax on 
U.S. business and consumers when 
demand for their services dries up. ■ 
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What a promotion should be. 

A luxury car should be a rewarding move up-the automotive 

equivalent of receiving the ultimate promotion. Choosing a 

Continental from Lincoln means moving up to one of the most 

advanced luxury cars in the world With sophisticated suspension, 

steering and braking systems. And a standard air-bag supplemental 

restraint system for both the driver and right front passenger. 

To learn more, call 1 800 822-9292. Or visit a Lincoln dealer 

for a test drive You'll find that becoming a CEO isn't necessary to 

own the Lincoln Continental, though driving it may very well 

make you feel like one. 

LINCOLN. What a luxury car should be. 

NCOLN-MER Buckle up -together we can save lives 

fl 





A dramatic new achievement: the right 

turn.This is a right turn at the bottom of 

a hole drilled through two miles of solid 

rock. Horizontal drilling, pioneered 

by BP America scientists, can extend 

the production of domestic oil fields. 

In fact, new techniques to locate and 

recover oil added more than 100 million 

barrels to our proved oil and gas re- 

serves last year. We think that's a turn 

in the right direction. 



The Larger Context 

You do not create a humane society by 
ordaining economic equality, Madison 
knew. A society that tries to level all in- 
comes is neither just nor humane. 

EGALITYRANNY 

By Michael Novak 

On Jan. 23 America's most self- 
critical neo-Marxist thinker, Rob- 
ert Heilbroner, opened an article in 
The New Yorker with a stunning sen- 
tence: "Less than 75 years after it 
officially began, the contest be- 
tween capitalism and socialism is 
over: Capitalism has won." Neo- 
Marxist Heilbroner asserts that 
from now on socialists should con- 
centrate on building a more "hu- 
mane" capitalism. 

No argument there. Every social 
order must be made ever more hu- 
mane—and, in particular, that of 
democratic capitalism, the nevus 
ordo seclorum constituted in the 
U.S. Our founders signaled that aim 
by depicting the pyramid on the 
Great Seal of the United States as 
incomplete. The task of creating 
"liberty and justice for all" can nev- 
er be perfectly complete; there is 
always more to do. Jefferson argued 
that there must be a "revolution" 
(another turning back to "first prin- 
ciples") every 181A years, i.e., in ev- 
ery generation. 

In his confession of socialism's 

Philosopher, journalist and ex-U.S. ambas- 
sador Michael Novak dim ts social ami po- 
litical studies at the American Enterprise 
Institute in Washington, D.C Among his 
recent lxx>k\ are Taking Glasnosi Seriously 
ami Free Persons and the Commi 

failure, however, Heilbroner fails to 
deal with its implications for one 
key point. In jettisoning socialist 
economics, one must also let go of 
the socialist dream of economic 
equality. History seems to have de- 
cided this question "scientifically": 
The socialist/Marxist dream of eco- 
nomic equality does not work. 

Thus, on the 70th anniversary of 
the Bolshevik Revolution, Mikhail 
Gorbachev altered in a fundamental 
way the classic Marxist dictum: 
"From each according to his abilities, 
to each according to his needs." He 
changed that last word to "work." 
Experience has now taught even 
communist leaders that actual hu- 
man beings need incentives, and that 
individuals are irrepressibly diverse 
both in their talents and in their 
capacities to get things done. Justice, 
not to mention a thriving economic 
system, seems to demand diversity, 
not uniformity, in rewards. 

Indeed, the noted social scientist 
Ralf Dahrendorf gave an important 
lecture in Tubingen in 1968, con- 
cluding that the dream of economic 
equality for all is not attainable. Un- 
der whatever set of rules, irremov- 
able human differences simply count 
too much. 

In short, a humane system is not 
one in which economic equality pre- 
vails. This point was already clear to 
James Madison in Federalist No. 10. 
A strict equality of incomes is so 
contrary to the uniqueness of indi- 
vidual human gifts and individual 
efforts that it can only be imposed by 
arbitrary tyranny. (In this respect, 
the outcome of egalitarianism is 
egalityranny.) Under either name, 
that dog doesn't hunt. 

Nonetheless, editorialists and 
even politicians in the U.S. have re- 

cently been finding injustice in a 
simple and straightforward fact: viz., 
that the bottom 20% of American 
households receive under 5% of all 
U.S. income, whereas the top 20% 
receive over 40%. 

If all households involved in these 
gross comparisons were equal in all 
other key respects, this simple fact 
might be offered as prima facie evi- 
dence of moral injustice. Alas, the 
characteristics of those actually 
present in the bottom 20% today are 
by no means the characteristics of 
those in the top 20%. 

On the contrary, the differences in 
age, education, work and marital sta- 
tus between these two parts of the 
population are extraordinarily great. 
Thus, it would be shocking, indeed, if 
their annual cash incomes were 
equal, or even nearly so. 

Disproportionately, those in the 
bottom 20% are single householders, 
either below 25 or above 64 years of 
age, of high school education or less, 
and not working (often because of 
retirement) or working only part 
time or for part of the year. 

By contrast, nearly all those in the 
top 20% are married couples, in most 
of which both spouses work full 
time, are in their prime earning years 
(35 to 64), and have four years of 
college education (and often more). 
Each characteristic helps. 

It stands to reason that this 20% of 
households earns more than a strict 
20% of the national income. The 
wonder is that they earn only about 
twice as much as their "due" 20%. 
Moreover, for sound moral reasons, 
this trend is fated to become more, 
not less, pronounced. 

This is because the honorable pub- 
lic aim of giving many persons of 
both sexes a college education, and of 
encouraging both sexes to seek em- 
ployment, necessarily carries with it 
the consequence of unequal income 
among households. Couples in 
which both spouses are highly edu- 
cated and fully employed are bound 
to earn a considerably higher joint 
income than other couples, and al- 
most certainly far more than most 
single householders. 

Such inequality in itself does not 
constitute injustice. Rather, concern 
for justice shifts to making sure that 
those parts of the population that 
lack such advantages also live well— 
and experience a steady betterment 
of their condition. 

In a humane capitalism, identical 
incomes are not necessary, but a 
community of caring is. ■ 
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-The Power 
. .of , Ideas; 

Every merger and acquisition trans- 
action should begin at the same place. 
With an idea that stands up to detailed 
analysis and enhances each client's 
business strategy. 

To evaluate these ideas, you 
put as much emphasis on the right 

questions as on the right 
answers. 
Talent earns its keep in this 

arena. And you want a team 
which plays the same game 

every day. And plays for keeps. 
First Boston has that team — over 190 
professionals dedicated exclusively 
to M&A clients and their strategies 
worldwide. 

We work with clients to develop 
these ideas. Then we help them 

turn these ideas into results. 
For example, in announced 

M&A transactions exceeding 
$100,000,000 in the first quarter of 
1989, First Boston was: 
• First in U.S. transactions 
• First in cross-border transactions 
• First in global transactions 

This performance is even more 
important to our clients than it is to 
us. Because when a client needs to 
make a choice for the future, the best 
indicators are the results of the past. 

First Ideas, 
Then Results. 

First Boston 
A member of the CS First Boston Group 

. 
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Wilbur and Orville taught us how to 

In 1903, Wilbur and Orville 
mastered the basics of aeronautics. 

And man took flight. 
Eighty years later, we set out to 

design a totally new kind of plane. 
A plane that could carry up 

to 8 passengers at near jet speeds. 
In comfort and quiet. With far 

greater fuel economy. 
"You can see the result. The new 

Starship from Beech Aircraft, a 
Raytheon company. 

Take a close look. 
For all its technological 

advancements, many of the 
fundamentals of Starship are the 
same as the plane built by Wilbur 
and Orville. 

Which isn't surprising, coming 
from Raytheon, a company that 



5 haven't forgotten their lesson. 

believes in fundamentals. 
Raytheon Company, 

141 Spring Street, Lexington, 
MA 02173. 

Raytheon 
Where quality starts with fundamentals 

, 



The Up & Comers 

Competitors 

Small businessmen groan beneath the 
growing paperwork burdens imposed 
upon them by government. Their problem 
has been Paychex' big opportunity. 

Tom Golisano 
and the red tape 

factory 
By Fleming Meeks 

I CAN'T SAY that payroll is an inter- 
esting business in and of itself," 

says Thomas Golisano. "But being 
able to deliver it to 100,000 compa- 

nies in a timely fashion—now that is 
interesting." 

It's also a splendid example of how 
a smart entrepreneur can build a busi- 
ness in the seemingly most unpromis- 
ing  of  areas.   Golisano,   47,   is  the 

founder and chief executive of Pay- 
chex, Inc., the $79 million (fiscal 1988 
revenues) payroll processing firm 
based in Rochester, N.Y. In its last 
fiscal year (ended May 31), Paychex 
prepared payrolls and performed other 
bookkeeping chores for over 87,000 
companies, and earned $7 million. 

Figure it out: Paychex netted just 
$80 per customer, but this sufficed to 
produce a fifth straight year of earn- 
ings and revenue growth above 24%. 
The company is no stranger to 
FORBES' readers. Ranked 69th on our 
1988 list of the 200 Best Small Com- 
panies in America (FORBES, NOV. 14, 
1988), Paychex boasts a five-year aver- 
age return on equity of 21.5%. Goli- 
sano, who started the company with 
$3,000 18 years ago, still owns 17% of 
the company. The holding is current- 
ly worth $46 million. 

In 1971 Golisano, who has a two- 
year business degree from little Alfred 
State College in Alfred, N.Y., was a 
29-year-old sales manager for Elec- 
tronic Accounting Systems, a regional 
payroll processor based in his native 
Rochester. Like most companies in 
the payroll business, EAS focused its 
efforts on the bigger accounts, mean- 
ing companies with 50 or more em- 
ployees. Its steep minimum charges 

Paychex founder and Thomas Golisano 
Little companies, too, will pay to be relieved of paperwork chores. 
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ill of GM, going all out for you. 

"Nice to have a good friend ku 
ne at the airport...my new Regal. 
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Fact: GM is the only American car- 
maker to offer a bumper-to-bumper 
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^ee your dealer for details. 
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excluded small, labor-intensive busi- 
nesses like law firms, drugstores and 
dry cleaners. 

Golisano, whose father emigrated 
from Italy and ran his own small heat- 
ing contracting firm, understood that 
little companies disliked red tape as 
much as big companies did, and 
would pay to be relieved of the bur- 
den. The potential market was defi- 
nitely there: In 1971, 95% of the 
country's 3.5 million businesses had 
under 50 employees. The question 
was how to keep costs low enough to 
enable Golisano to price his product 
reasonably and still make a profit. 

At EAS, payrolls were prepared from 
cumbersome forms filled out by the 
clients. Golisano reasoned that he 
could reduce the time and cost of pay- 
roll preparation substantially by gath- 
ering the necessary information from 
the client with a quick phone call and, 
using the same data, prepare the 
clients' payroll tax returns as well. He 
would, in short, relieve them of red 
tape at a price they could afford. 

Golisano found he could offer his 
service to small companies at a very 
reasonable minimum charge of $5 per 
pay period, with the total fee directly 
proportional to the number of em- 
ployees. For a Paychex customer 
with, say, 17 employees, the cost to 
prepare paychecks, tax returns and ac- 
counting records is currently about 
$23 per pay period, less than $1.50 per 
employee—that works out to around 
$1,200 a year if the workers are paid 
weekly. This is particularly appealing 
for restaurants—they account for 
15% of Paychex' clients—where pay- 
rolls can change from week to week. 

Golisano has a silent partner in the 
form of proliferating government bu- 
reaucracies. In addition to calculating 
payroll deductions and preparing pay- 
checks, a small employer in New 
York State currently has to prepare a 
minimum of 42 federal and state pay- 
roll tax filings each year. In states like 
Ohio and Pennsylvania, that number 
can top 50. All the more numbers for 
Golisano to crunch profitably. 

Like a lot of entrepreneurs, Goli- 
sano was reluctant. He took his idea 
for a small-business payroll service 
first to his employer, EAS. But EAS 
wasn't interested. The company did, 
however, agree to rent Golisano a 
small office and process checks for 
him for 25 cents apiece. Tom Gohsa- 
no's red tape factory was born. 

"I iu^t wanted to get 300 payrolls in 
Rochester and live happily ever af- 
ter," recalls Golisano. Even that mod- 
est goal took five years to achieve. 
The problem was that, with his low 
prices, Golisano needed big volume to 
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make any real money. He wasn't 
achieving it on his own. 

As he kept his struggling company 
afloat with credit card debt and con- 
sumer loans, Golisano was ap- 
proached, independently, by two 
friends. They wanted to open 
branches in other cities—one as a 
franchise, the other as a joint venture. 

Golisano agreed and, by 1979, the 
company had expanded into 22 cities 
with joint ventures, franchised and 
company-owned branches. Golisano 
later consolidated them all into a sin- 
gle corporation. Paychex now has 85 
offices, none of them franchised, 
around the country. 

Paychex sold 12% of the company 
to the public in 1983 for $7.7 million, 
all of it used for further expansion. 
The record since has been impressive: 
Paychex today has just $2 million in 
debt and is sitting on $18.5 million 

Thanks to the high rate of 
failure among small 
businesses, Paychex must 
replace 22% of its clients 
every year just to stay 
even. Golisano expects the 
company, which currently 
has more than 103,000 
clients, to grow 25% next 
year. That means Paychex 
reps will have to sell a total 
of 49,OOO new clients. 

(nearly $1.50 a share) in cash. These 
virtues have not gone unrewarded in 
the stock market. Paychex' stock cur- 
rently trades at around 20—up from 5, 
adjusted for splits,when it went pub- 
lic—and at a very rich 27 times esti- 
mated fiscal 1989 earnings of 75 cents 
a share. 

This is not an and-they-all-lived- 
happily-ever-after story. Thanks to 
the high rate of failure among small 
businesses, Paychex must replace 
22% of its clients every year just to 
stay even. Golisano says he expects 
the company, which currently has 
more than 103,000 clients, to grow 
25% next year. But doing so means 
that the company's 310 sales reps will 
have to sell a total of 49,000 new 
clients—160 new clients each, or over 
three a week. Can he do it? Golisano's 
projections say yes; he sees Paychex' 
revenues doubling within the next 
three years. 

Meeting these ambitious goals 
would be easier if Paychex still en- 
joyed a lock on the small business 
market—now defined as the 5.7 mil- 
lion U.S. companies with fewer than 
100 employees. But Paychex has no 
such lock. 

For the last three years, its aggres- 
sive rival, $1.5 billion (revenues) ADP, 
has been fielding a separate sales force 
to win small-business accounts by 
marketing to CPAS; Paychex has long 
used CPA referrals as a focus of its 
marketing efforts, ADP'S reps now 
number 400 strong, against Paychex' 
310. And they're working hard. Re- 
cently, ADP has moved ahead of Pay- 
chex in the small-business market. 
Companies with 49 or fewer employ- 
ees, says ADP President William 
Turner, now make up about 60% of 
its 200,000-plus payroll processing 
clients, generating revenues of over 
$200 million. By comparison, Merrill 
Lynch analyst Arthur Rade projects 
that Paychex' fiscal 1989 revenues 
will come in at $102 million. 

ADP twice tried to buy Paychex in 
the early Eighties. Each time Goli- 
sano said no, and ADP has gone after 
the market with hammer and tongs. 

Eight years ago ADP introduced a tax 
payment program to its payroll cli- 
ents, under which ADP not only pre- 
pares payroll tax returns but also col- 
lects tax payments from employers 
and files the actual returns. The extra 
service has proved a strong selling fea- 
ture as well as an additional revenue 
source. Paychex, which initially 
doubted such a service would fly in 
the small-business market, recently 
responded with its own pilot tax filing 
service, offered in four of its branches. 

When asked if he's worried about 
competing against the heavily capital- 
ized and well-managed ADP, Golisano 
notes that 80% of the country's small 
businesses still prepare their payrolls 
in-house "Our competition is man- 
ual payroll systems," he says, ADP'S 
Turner agrees. He observes that ADP 
and Paychex sales reps seldom sell 
against one another—yet. "No one 
owns the lower end of the market," 
says Turner. "But three to four years 
out we'll begin to see each other. And 
that's when the real battle lines will 
be drawn." 

Against the day when even this vast 
market will be saturated, Paychex has 
been developing new products, espe- 
cially in benefit services, another 
complex paperwork area. Acting as a 
general agent, Paychex handles the 
sale and administration of health in- 
surance and dental packages, as well 
as disability, workers' compensation 
and group life insurance. 

"Today it may be enough to be a 
payroll processor," says Golisano dur- 
ing an interview in his modest corner 
office at Paychex' Rochester head- 
quarters, while a mid-April snow 
squall swirls past his windows. "To- 
morrow it won't be." ■ 
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One of the world's 
newest airlines. 
After all, an airline is only as old as its fleet. And while 
Lufthansa is one of the world's most experienced airlines, 
we keep our fleet of planes remarkably new. The average 
age of a Lufthansa plane is one of the youngest in the 
business-a mere 7.8 years. 

Of course, with our rigorous maintenance procedures and 
close attention to detail, Lufthansa's planes never really 
lose their original luster And we are constantly renewing 
our fleet to guarantee that you can always expect our 
accustomed level of reliable, punctual service. That's a 
comforting thought for you, as well as good business 
sense for us. 

Where else can you find an airline so young, and yet so 
experienced? 

People expect the world of us. 
0 Lufthansa 

German Airlines 

Lufthansa is a participant in the mileage programs of United. Delta, USAir and 
Continental/Eastern See your Travel Agent for details 



Whenyourfinancial fiat 
more important thai 

"The prime rate rose 
another point today..." 
"Third World debt contin- 
ues to be a major concern..! 

"The Dow Jones average 
seesawed all day..." I 

There's only one thing 
we can be absolutely sure 
the future will bring. 

Change. 
The ups, downs, twists 

and turns that stand in 
the way of achieving your 
financial goals. 

At Merrill Lynch, we 
know change. We've 
understood it, managed it 
and turned it to our 
clients' advantage for over 
70 years. And they've 
come to trust our ability 
to deal with it. 

The reason behind our 
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s atstake,there's nothing 
meoneyou can trust 

dedication to helping you 
meet the challenge of 
change is a commitment 
that was made long ago 
as one of our founding 
principles: "The interests 
of our customers must 
come first." 

That commitment and 
the trust it helps build 
continue to generate 
rewards. Last year alone, 
the money people invest- 
ed with Merrill Lynch 
grew by 40 billion dollars. 

We see that as validat- 
ing our determination to 
be a firm in which your 
trust, as well as your 
money is well placed. 

Merrill Lynch 
A tradition of trust. 



The way most computers are used is an insult 
to their intelligence. 

Your brilliant computer may be clumber than you think. 
The sad fact is, while thousands of businesses have hooked up personal computers to mainframes, 

the majority of those computers are used as "dumb terminals," their vast potential for processing left untapped. 
At MSA, we believe personal computers were meant for a higher purpose than being dumb terminals. 

They were meant to be used as intelligent workstations—computers that not only send and receive data, but 
manipulate it at the PC level as well. 

And that's why we're proud to introduce BrightView""" applications software. 
BrightView unleashes the potential inherent in personal computers, enabling them to perform tasks 

previously restricted to the mainframe, thus allowing your staff to solve numerous problems less expensively. 
What's more, in compliance with IBM's new graphic standard known as Common User Access, 

BrightView gives screens a "friendlier," more consistent look. Which means not only is the efficiency of your 
computers I eightened, but that of the people who use them. 

So whatever your software applications needs, it might be wise to call Robert ^B^ggg  S 
Carpenter at 404-239-2000. In fact, it's really the only intelligent thing to do. ;gg ^» 5S 

<D 1989 Management So- 
}i ■■ ■ . 

The Software Company* 



Meet Dennis Washington of Missoula, Mont. In an age 
of merger merchants and leverage artists, he's become a 
demibillionaire the old-fashioned way: by moving dirt 

and making businesses more efficient. 

Denny's always 
the low-cost 

producer 
0 NCE THE PENCIL PUSHERS at big 

companies decide it's time to By Richard L. Stern 

sell, you can negotiate a helluva deal," says Dennis 
Washington. 

Washington is being a bit hard on corporate types, but he 
has a point. There are some things giant companies cannot 
do well but that entrepreneurs like Washington can. And 
he has negotiated more than one helluva deal with the 
pencil pushers, enough to make this 54-year-old high 
school graduate worth a half-billion dollars and rising. 

What does Dennis 
Washington do for a liv- 
ing? He owns the biggest 
construction company in 
his home state, plus the 
famed Anaconda Copper 
mine and a 1,000-mile 
railroad line running from 
eastern Montana to north- 
em Idaho. Like the old- 
fashioned entrepreneur he 
is, he owns his top compa- 
ny, Washington Corp., 
lock, stock and barrel. 
He's no shrinking violet, 
but, at least until now, 
he's been too busy work- 
ing hard and playing hard 
to bother too much with 
publicity. 

Fortunes the size of 
Washington's are no long- 
er rare, but most of them 
are created these days by 
paper-shuffling financial 
types. Dennis Washing- 
ton is a throwback to the 
old school. Ruggedly 
handsome, he graduated 
from Missoula County 
High School, class of '52, 
began his career, unprom- 
isingly, as a teenage 
heavy-crane operator 
working construction in 
Alaska. The pay was good, 
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Dennis Washington in his Gulf stream jet 
"I just believe a union shouldn't be running a company. 

but Washington was a hot-blooded 
type, and there weren't many ladies in 

Alaska at that time. 
Says he: "I went home to Missoula to visit my grand- 

mother but then decided to stay because of a blonde who 
worked at a root beer stand." The romance with the root 
beer girl went flat, but when he was 29 he married Phyllis 
Jean Petersen, the University of Montana homecoming 
queen in 1962, who is the mother of his two sons and still 
his wife. After Washington got back from Alaska, at 19, he 

went to work for a con- 
struction company owned 
by his maternal uncle, 
Hugh (Bud) King; by the 
time he was 23, he was 
running the largest high- 
way project in the state up 
to that time. 

At 29, Washington fig- 
ured, "Hell, if I don't take 
the risk now of going out 
on my own, I'll never do 
it." He started his own 
highway construction 
company with a $30,000 
cash loan from the local 
Caterpillar dealer, who 
also sold him a bulldozer 
and a motor grader on 
credit. The timing was 
perfect: There were lots of 
state- and federally funded 
highway projects. Too 
small at first to compete 
on major federal road jobs, 
Washington found a lucra- 
tive niche in forestry con- 
tracts—one of the first be- 
ing a new road through 
Glacier National Park. 
Then the federal work be- 
gan to flow, and by the 
late 1960s Washington 
was the largest contractor 
in Montana. 

As   highway   building 
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wound down in the late 1960s, Washington Corp. 
hed out into mining and dam building. During lean 

years, Washington learned some valuable, if hard-boiled, 
lessons: "I learned never to bid on contracts without a 
profit just to keep people working." Pay them well, but 
don't be afraid to lay them off, was his motto. 

Not until 1986, however, did Dennis Washington go 
national. His move was made possible by what he calls 
corporate pencil-pusher types. 

In the heady days of $35 oil, the major petroleum compa- 
nies threw vast sums into ill-considered diversification— 
and lost billions of dollars. In 1977 Atlantic Richfield 
(Arco) bought Anaconda Co. and its rich copper mines. By 
1983, having lost over $100 million, Arco closed the 
mines. It wasn't until 1985, however, that Arco was ready 
to unload the century-old facility in Butte. 

Washington looked at the abandoned copper mine and 
later made an offer to buy its copper concentrator for scrap. 
But then he started talking to some Anaconda executives, 
including Frank Gardner, who still runs the mines. Copper 
was at 67 cents a pound, about the same low price as when 
Arco bought the company. Gardner convinced Washing- 
ton that the yawning open pits could be profitable even if 
copper went as low as 50 cents a pound. But not the way 
Arco was running the show. The mine would have to get 
rid of restrictive union work practices and featherbedding. 
Few giant companies, however, willingly take on unions, 
and besides, the Arco folk were sick of a venture that had 
brought them nothing but headaches. 

Washington was used to fights and to sizing up an 
opponent. He knew that the Anaconda branch of the 
United Steelworkers of America, which represented the 
mineworkers, had a reputation for toughness but had 
become a toothless tiger. After three years of idleness, its 
members were in no mood for much of a fight. Washington 
decided to take the biggest gamble of his life. He would try 
to buy the mine. But cheaply. 

The deal almost bogged down over Washington's low 
offer. But the oil company was so anxious to unload 
Anaconda that, when Washington insisted, it even caved 
in to his demands that the deal include 38,000 acres of 
wilderness and recreational land, 12,000 acres of addition- 
al mining land and some property in Butte. Washington 
also got the $4.1 million (revenues) Butte Water Co., 
which serves both the city and the mines. 

Net price to Washington: reportedly $13.5 million plus 
about $8 million in reopening costs. Arco also reportedly 
gets an undisclosed percentage on the mines' profits. A 
remarkable deal when you consider that Washington has 
already disposed of a small portion of the acreage for $8 
million, and that copper prices have doubled to a recent 
price of $1.40 a pound. There's more: Back in 1986, Mon- 
tana state officials were so worried about high unemploy- 
ment and the depressed economy generally that the state 
gratefully lent Washington $5 million of the mine's re- 
opening costs, and Butte came up with tax abatements 
that cut his taxes from $5 million to $1 million a year. 

In making the bid Washington used the same sharp 
i ncil he used in bidding on a highway job: "I figured my 

t risk at Anaconda was $20 million, and I could have 
recouped most of that from scrapping the mines." 

When Washington reopened the mines with nonunion 
labor there was some token picketing from the remnants 
of the union. But the townspeople wanted jobs more than 
they wanted to humble management. Anaconda was back 
in business. 

These days Washington's Anaconda mine is among the 
lowest-cost producers i    the U.S. Its giant earthmovers 

Rebuilding locomotive undercarriages in the Livingston sfjop 
Employees share the profits and the risk. 

run 24 hours a day, seven days a week, with 325 nonunion 
employees. These 325 take out as much copper and molyb- 
denum as did the 600 workers represented by 13 unions 
when Arco was the owner. 

These days, for example, instead of 245 workers, 148 are 
assigned to the three shifts at the copper concentrator 
complex, a series of crushing operations ending in a build- 
ing the size of two football fields. There, 18 rotating 
cylinders, 21 feet long and 12 feet high, grind the ore to fine 
sand so it then can be chemically separated into its two 
valuable elements, molybdenum and copper. 

Are the workers being exploited? Not if one looks at the 
facts. When Washington stepped in, the mine was shut 
down and nobody was working. Those who still have jobs 
are doing well. Washington Corp.'s system of paying salary 
plus a bonus based on profits means the nonunion workers 
frequently make as much as or more than union employ- 
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ees. With copper prices way up, the average employee at 
the mines earned around $44,000 last year, as compared 
with $25,000. for a union miner elsewhere. That's a 
$20,000 base salary, and the rest from profit-sharing on 
10% of pretax profits. Which doesn't count the company 
contributions in a 401k plan. 

What happens if the price of copper drops? So do miners' 
earnings. But,, says Washington, that's capitalism. "Our 
employees share in profits, but they also are sharing down- 
side risk, and we aren't tied up with escalating liabilities 
from a pension plan," explains Dorn Parkinson, the num- 
ber two man at Washington Corp. 

Since Washington reopened Anaconda, he has cleared at 
least $100 million from its operations. As this issue went 
to press, Washington was about to close a deal to sell 
49.9% of the open pit mine to New York-based Asarco 
Corp. for as much as $125 million. If you figure that his 
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remaining 50.1% is worth at least as much as what Asarco 
paid for half, Washington's $20-million-odd investment 
has returned him over $300 million in just three years. 

Emboldened, two years ago Washington bought the Bur- 
lington Northern Railroad's southern Montana rail sys- 
tem, for what has been rumored to be a dirt-cheap $160 
million. He renamed it Montana Rail Link. Hampered 
under Burlington Northern by profit-strangling union 
work rules, the line came with 1,000 miles of track, 54 
locomotives and 570 railcars. 

The Burlington itself was acting a lot like Arco had in 
the Anaconda negotiations: Take my railroad, please. But 
fighting the rail unions proved a lot tougher than beating 
the dispirited miners' union at Butte. One night three of 
the line's locomotives went hurtling down the tracks at 
something like 80mph, with no one at the controls, to 
derail 12 miles east of Bozeman. It was a clear case of 
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Getting rich off the pencil pushers 

Billions have been made in the past decade by people 
like Dennis Washington who bought cheap when 

"pencil pushers" at giant corporations decided a partic- 
ular business didn't fit their needs. A few examples: 
• Cincinnati-based Gibson Greetings, Inc., purchased 
in 1982 from RCA by Wesray Capital Corp., then run by 
former Treasury Secretary William Simon and Ray- 
mond Chambers, is the legendary lush deal that may 
well have sparked the leveraged buyout fever of the 
1980s, RCA was deconglomerating and let Simon's 
group have Gibson for $80 million. Sixteen months 
later Wesray took Gibson public with a market value of 
about $290 million. 
• Avis Inc. turned into an even bigger score for Wesray 
and some top Avis execs in 1986 when they bought the 
rent-a-car company from Beatrice Foods. The dealsters 
put up $10 million in equity, and in October 1987 sold 
out to Avis workers through an employee stock owner- 
ship plan for a profit of nearly $700 million. 
• Cain Chemical Co. was set up in 1987 by an investor 
group led by Gordon A. Cain. At the time, with chemi- 
cal industry earnings in a five-year drought, four giant 
companies—Du Pont, PPG, Corpus Christi Petrochemi- 
cal and ICI—decided to sell petrochemical plants. Cain 
bought seven plants in Texas from them for $23 million 
in equity and $1 billion in debt. Nine months later, 
Cain's group sold out to Occidental Petroleum for $2.2 
billion, netting $1.2 billion. 
• Getty Petroleum Corp., dumped by Texaco, turned 
out to be a nice buy for Leo Liebowitz and Milton 
Safenowitz, who owned New York-based Power Test, 
an independent gasoline and oil distributor. The pair 
got Getty for $68 million in 1984, picking up assets that 

included the Getty name, real estate, tanks, trucks, 
nine distribution terminals servicing 1,300 Getty fran- 
chisees, as well as 600 stations owned or controlled by 
Getty. These days, those Getty assets are estimated to 
be worth $400 million. 
• Calgon Carbon Corp., a producer of activated carbon, 
a filtering agent used for pollution control, was chug- 
ging along with sales of $99 million and relatively 
meager margins in 1982. Thomas A. McConomy, then 
Calgon's general manager, persuaded Merck & Co. to 
sell him Calgon in a complex $110 million LBO. 
McConomy put up $325,000 for 13.4% of the company, 
which went public in 1987. His stake is now worth 
about $80 million. 
• Then there are all those folks who have CBS Chief 
Executive Officer Laurence Tisch to thank for making 
them very rich (FORBES, Feb. 20). 

There's Stephen Swid, Martin Bandier and Charles 
Koppelman, who two years ago bought CBS Records' 
250,000-song catalog for $125 million. Earlier this year 
they sold out to Thorn/EMi for nearly three times what 
they paid. Tisch sold CBS Magazines to its president, 
Peter Diamandis, in October 1987 for $650 million. The 
following April Diamandis unloaded the same maga- 
zines for just under $1 billion. 

ferrold Perenchio bought Tisch's Loews Corp. theater 
chain in 1985 for $160 million. A year later Perenchio 
sold it all again, for a reported $340 million. 

In almost every case, the giant company seller was 
out to achieve some supposed long-range strategic pro- 
gram. What it achieved instead was the enrichment of 
some smart entrepreneurs at the expense of their own 
shareholders.—R.L.S. 

sabotage. Washington lived with several beefy bodyguards 
for two months, after he began receiving death threats. 

Unlike the mine, the railroad didn't go nonunion, but 
Washington was able to cut the number of union contracts 
from 14 to 2. Under those 2, Montana Rail Link employ- 
ees, with a profit-sharing plan similar to the copper min- 
ers', are making at least as much as other rail workers. But 
there are fewer of them and less featherbedding. 

For example, a crew that moves freight cars for three 
hours for Stone Container paper mills, 12 miles west of 
Missoula, under the new contract can be assigned to other 
jobs when it's done. Under the old rules that same crew 
would have been entitled to another full day's pay if it 
finished the first three-hour job and was assigned another. 

"I'm not anti-union," says Washington. "I just believe a 
union shouldn't be allowed to get into the position of 
running a company." 

A lot of older union employees refused to work for 
Montana Rail Link and chose to exercise their seniority on 
other Burlington lines. But their departure left a lot of 

mgs for clerks, accountants and computer program- 
■vho would not be covered by the old contracts. 

Washington Corp.'s Missoula parking lot quickly was 
filled with people looking for work, including whole fam- 
ily s campi d out in cars. 

In entering the deal, Washington may have looked like a 
gambler, but in fact he was taking only limited risk. 
Burlington had committed to run enormous amounts of 
traffic over Washington's newly christened Montana Rail 
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Link. While Washington is sworn to secrecy by the terms 
of the deal, it appears that Burlington's commitment 
wiped out Washington's downside and locked in his prof- 
its once he got the labor costs down. The upside for 
Burlington Northern was it could keep running its trains 
over Montana Rail Link for fees that were far less than the 
cost of running the railroad. 

Washington proved himself more than just a tough 
negotiator. He knew how to bring in new business. With 
his costs down, he could take business away from trucks. 
"We've got lumber companies that haven't used the rails 
for 30 years, and we'll continue to get more once their 
trucking contracts expire," says William Brodsky, the rail 
line's president, whom Washington brought in from the 
Santa Fe. A typical Washington move: Make your best 
deal, then put in a top executive to run it for you. Says 
Washington: "Always bring in the best experts around to 
run businesses you don't understand. I never hire someone 
to run a business unless he's smarter than I am." 

Washington also reopened a railroad facility that had 
been shuttered years before. Livingston, Mont, was devas- 
tated in 1982 when the Burlington shut down its 51-acre 
locomotive and car repair plant. Today on the site a Wash- 1 
ington Corp. subsidiary—Livingston Rebuild Center—is 
thriving, with 100 nonunion workers rebuilding locomo- 
tives and railroad cars for railroads around the country. A 
smaller facility with union workers repairs engines for 
Montana Rail Link. Says Washington: "We have a fantas- 
tic skilled labor pool in this state that was just waiting for 

FORBES, MAY 15, 1989 



LATTH mt'Mainx An 18-cubic-yard electric shovel and a 175-ton end dump work one of Anaconda's open pits 
"Ifigured my worst risk was $20 million, and I could have recouped most of that from scrapping the mines. 

someone to give them another chance." 
As with his take on copper prices, Washington's timing 

in reopening the yards has been exquisite. With railroad 
traffic and revenues increasing, there's a growing shortage 
of locomotives and freight cars. 

It all came together. Montana Rail Link's profits alone 
are now said to be running as high as $33 million a year on 
revenues of some $120 million, easily among the highest 
returns in the railroad business. 

What else does Washington own? 
Last year his construction division produced about $100 

million in revenues. These came from projects that in- 
clude the Senac dam and reservoir still under construction 
in Aurora, Colo, and from operating, among other mines, 
Australian Alan Bond's Bullfrog gold mine in Nevada. 

Washington Corp. is also building a dam and a lake for a 
$3 billion project in Nevada called Lake at Las Vegas. Early 
on, Washington decided it was cheaper to buy old trucks 
and rebuild than pay, say, $1 million for a giant 175-ton 
earthmover. And if you are rebuilding equipment for your- 
self, why not rebuild for others? Washington's Equipco 
Corp. in Missoula rebuilds construction equipment, and 
another subsidiary, Modern Machinery, sells the equip- 
ment around the world, including China. 

These activities don't prevent Washington from enjoy- 
ing life enormously. He flies in a Gulfstream, one of three 
jets his company owns to manage far-flung projects in the 
West. He has a helicopter, raises cattle as a hobby and just 
bought six Arabian stallions "to fool around with." He 
contributed $1 million to the University of Montana for a 
14,000-seat football stadium that bears his name. 

FORBES, MAY 15, 1989 

Also among the Montana mogul's toys is a 142-foot 
yacht that he bought new two years ago. It was used in the 
movie Overboard, starring Goldie Hawn and Kurt Russell. 
Washington has torn the boat down to its lower decks so 
he can install, among other things, two hot tubs, a giant 
aquarium and four new bedrooms. 

Will he buy more businesses as well as toys? Bet on it. 
Washington Corp. is almost debt free because of the strong 
cash flow from operations and will have over $200 million 
in cash when the Asarco deal is done. Washington wants 
to diversify to be more recession-proof. So he's looking at 
gold mines and other mineral properties. Meanwhile, he's 
expanding Washington Corp., spinning off a new pollu- 
tion-cleanup subsidiary known as Envirocon. "It's going to 
be a very good business because of growing environmental 
concerns," he says. Envirocon already has eight projects, 
ranging from cleaning up diesel oil that's seeped into the 
ground in railyards to environmental impact studies for 
companies that want to open new mines. Environmental 
cleanup is nothing new to Washington Corp. Separately, 
the construction company has been working in Grand 
Junction, Colo., in the largest contract awarded by the 
Department of Energy, to clean up uranium tailings— 
radioactive waste—from defunct uranium mills. 

But whatever business he goes into, a basic principle 
will be the same: Don't let costs get out of control; the 
low-cost operator will always survive. Says Milton Datso- 
poulos, Washington's attorney and friend, "If you look at 
Denny's history, he's been the low-cost producer since he 
was 29, when he was winning forestry road projects by 
outbidding everyone else." ■ 
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Chile supplies the grapes and strawberries 
for our winter tables and has the soundest 
economy in Latin America. Too bad it took 
a military dictatorship to accomplish what 
elected governments have failed to do. 

A letter 
from Santiago 

By Jean A. Briggs 

Mareeto Moniednoflyoodfin Camp 

Peats read) ft w < 
An engine for driving beyond stagflation. 

T| HE FUROR OVER those two tiny 
cyanide-laced Chilean grapes 

has subsided and the American 
people have gone back to worrying 
about such weighty questions as the 
cancer-causing potential of Mcintosh 
apples. But the short-lived grape scare 
made many Americans aware of 
something few of them had known: 
that Chile is one of the main sources of 
the reasonably priced table grapes, 
strawberries, raspberries and pears that 
have in recent years become available 
in the U.S. during the winter. 

Chile? Five thousand miles from 
Chicago? Americans are notoriously 
naive about the rest of the world, but of 
few places do they have such a false 
conception as of this slender South 
American country. Squeezed between 
the Andes and the Pacific Ocean, it 
stretches 2,700 miles from the 17th 
parallel to Tierra del Fuego and is home 
to nearly 13 million Spanish-speaking 
people of mostly European descent. 

Chile is ruled by a military dictator- 
ship that is about to step down in 
favor of an elected government. In its 
latest years the dictatorship has been 
relatively benign and has produced an 
economic miracle. This is not a 
"Mussolini made the trains run on 
time" sort of thing, but a genuine free 
market prosperity. 

Almost alone among South Ameri- 
can nations, Chile has been prosper- 
ing since the mid-1980s. Its economy, 
as measured by gross domestic prod- 
uct, has been growing over 5% a year 
since 1985, while most of its neigh- 
bors have stagnated (see dxirt, p. 93) In 
a continent where runaway inflation 
is common, Chile's annual rate has 
fallen below 13% (see dxirt, p. 94). 

Exports have been the engine that 
lifted Chile from inflation and stagna- 
tion. In 1973, 208 Chilean companies 
exported 412 products to 60 countries. 
In 1988, 6,000 companies exported 
1,400 products to 120 countries. 

Go to a fish store in New York or 
Philadelphia or Miami and buy some 
salmon. Where do you suppose it 
came from? The Pacific Northwest? 
Quite possibly, Chile. Chilean fish 
exports totaled $22 million in 1973, 
$720 million last year. Fruit, $14 mil- 
lion in 1973, the year the dictatorship 
took power, $580 million in 1988. 
Forestry exports rose from $36 mil- 
lion to $740 million. 

Today Chile exports about 32% of 
its gross domestic product, as com- 
pared with 12% in 1973. No other 
Latin American country comes near 
this level of export. Then as now, the 
leading single export is copper from 
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Export-driven progress 

The Pinochet government's economists have been do- gains have resulted in a steady rise in per capita in- 
ing several things right, as these charts show. Chile's come. Exports have played a major role. Chile exports a 
gross domestic product has been growing steadily since much higher percentage of its GDP than its neighbors, 
the 1982-83 recession, while that of other major Latin earning foreign exchange with such items as fruit, fish 
American economies has stagnated or lost ground. The and wood products as well as its old standby, copper. 

GDP (12/83 = 100, log scale) Per Capita GDP (12/83 = 100,log scale) Exports as percent of GDP 
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The impact of inflation 

The chart shows how the price of an item costing $100 in 1983 would 
have changed in the ensuing five years in Chile and in three of its 
neighbors. Chile has been able to deal with the ravages of inflation far 
more effectively than the others by cutting back state enterprises, 
limiting union power and freeing up the private sector. 

Index (12/83 = 100, log scale) 
100,00(1 

50,000 

Argentina 
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Source  U.N. Economic Commission for Latin America and the Caribbean 

Chile's rich mines. For the past few 
years copper has been booming—sell- 
ing now for $1.40 a pound—but de- 
spite this, copper provides less than 
half the country's export earnings, 
down from 82% 15 years ago. Fi- 
nanced in large part by this export 
boom, the Chilean standard of living 
has been rising. Per capita income has 
been growing steadily since 1985. It 
has declined or been stagnant in much 
of the rest of Latin America since that 
date (see chart, p. 93) 

It's sad but true: It took an authori- 
tarian government to bring economic 
democracy to a continent where dem- 
ocratic governments almost always 
go the way of centralizing economic 
power in government hands. For all 
its brutal and bloody seizure of power, 
the Pinochet dictatorship turned out 
to be an odd kind of dictatorship, not 
as brutally ideological as Fidel Cas- 
tro's and not corrupt as was Ferdinand 
Marcos'. Once secure in power, Gen- 
eral Augusto Pinochet used his totali- 
tarian powers to create not a Marxian 
Utopia nor a personal fortune but a 
free market economy. 

Jose Pinera is a distinguished young 
Chilean free market economist, a 
graduate of Harvard. Pinera compares 
the latter years of the Pinochet dicta- 
torship with General Douglas Mac- 
Arthur's rule in occupied Japan in the 
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late 1940s. Using authoritarian pow- 
ers, MacArthur summoned the best 
economists he could find and restruc- 
tured Japan in a democratic and eco- 
nomically efficient way. Most dicta- 
tors listen to their inner voices; Au- 
gusto Pinochet, reflecting a profound 
pragmatism, listened to economists. 

So how did he bring cheap grapes to 
winter tables in the U.S. and Japan? 

Pinochet's economists scrapped the 
interventionist policies that have 
kept most developing countries on a 
treadmill. For example, import substi- 
tution—that old favorite of develop- 
ment economists who argue that the 
developing countries will be short- 
changed by the developed countries 
unless the former produce everything 
themselves—was thrown out. "We 
were making high-priced refrigerators 
instead of growing grapes," says econ- 
omist Pihera. 

The interventionist experts had al- 
ways told Latin Americans that their 
future lay in trading with each other, 
through such arrangements as the An- 
dean Pact—as though they weren't 
good enough to hack it in world trade. 
Pinochet's economists threw out this 
idea, too, and told Chilean business- 
men to look to world markets. 

By doing away with most protec- 
tionism, the government let the chill 
winds of competition blow through 

Marcelo Monlecin<yWoodfiji Camp 
7  

Workers preparing seafood 
More exports mean more jobs. 

Chile, sweeping away inefficient in- 
dustrial and agricultural enterprises, 
redirecting the capital and employ- 
ment to what Chile could do best. 
The entrepreneurs had to search for 
natural advantages they could exploit. 

It didn't take some of them long to 
figure out that one of Chile's great 
natural advantages in trade is that as a 
southern hemisphere country it has 
summer when the U.S. has winter. 
Chilean growers and distributors be- 
gan finding markets throughout the 
northern hemisphere for grapes, ap- 
ples and strawberries. Did Chilean ap- 
ples sell well abroad? Then why not 
pears for winter tables in Boston and 
Tokyo? A Chilean diplomat recounts 
that his farmer brother decided to 

gamble by planting pear trees. 
The expanded fruit industry created 

new demand for industrial products. 
Union Camp, of Wayne, N.J., noted 
that over 80 million cases of fruit 
were shipped last year, and it is now 
looking into putting up a plant to 
build boxes in southern Chile. 

Evidence of the success of the poli- 
cies was everywhere in early March. 
Ships were lined up in the harbor at 
Valparaiso, the port closest to Santia- 
go. They were there to pick up con- 
tainers of carefully packed fruit arriv- 
ing by truck from vineyards, orchards 
and berry farms throughout Chile's 
central valley. Their destination: Eu- 
rope, the Far East, the U.S. 

By April the effects of the grape 
scare had caused a considerable slow- 
down. The American scare was a ter- 
rible blow to Chile, causing losses of 
as much as $200 million through 
spoiled crops and lower prices, and 
causing tragic job loss among agricul- 
tural laborers. To put this loss in per- 
spective: Perhaps 1% of Chile's GDP 
was wiped out. 

But the grape scare did nothing to 
slow the pace of other exports. At 
Valdivia in the south, ships picked up 
products from Chile's timberlands. 
Wood chips headed for pulp mills 
around the Pacific Rim and even to 
timber-rich Scandinavia, where the 
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U.S. business: left out 

While American dinner tables have benefited from 
Chile's economic renaissance, U.S. exports have 

not. U.S. companies have been steadily losing market 
share in Chilean imports to Japan and to Europe. The 
U.S. market share has dropped from 26% to 21% since 
1982. Japan's has increased from 6.5% to about 10%. 
Except for the occasional antique, U.S. autos are rarely 
seen on Chilean roads. 

For industrial equipment, a major problem, say U.S. 
business people in Santiago, is that U.S. companies 
don't tend to approach projects on a turnkey basis—to 
do a feasibility study, provide finance, equipment, 
management and then sell to local interests. Japanese 
companies excel at this, and once they have the project 
in place, they find a way to milk continuing business 
from it. Example: As Chile's foreign trade has mush- 
roomed, its seaports are straining capacity. Japanese 
companies gave free of charge to Chile a feasibility 
study for modernizing their ports—Valparaiso and a 
couple of others. Presumably, the study will be the 
wedge for engineering and equipment contracts for 
associated Japanese companies. 

The French have proceeded similarly with a hydro- 

electric dam project at Pehuenche, south of Santiago. 
For reasons that are unclear, U.S. business recently 

walked away from a huge piece of business here. In 
pushing privatization, the Chilean government put on 
the block the local telephone company, once the prop- 
erty of ITT. Two U.S. companies, BellSouth and GTE, 
were interested, took a hard look, but didn't bid. Why 
not? Says one close observer: "Between you and me, 
the reasons were political—the Americans didn't want 
activists picketing their stockholders' meetings." 

The successful bidder was Alan Bond, the Australian 
multimillionaire who frequently allies himself with 
Japanese interests. The Bond group, which will invest 
about $1 billion, has promised, among other things, to 
provide 600,000 new connections within three years. 
Apparently Japan's powerful NEC is providing a good 
part of the financing; in return it will presumably get 
the contract to provide the new equipment—orders 
that might have gone to U.S. businesses. 

Americans tend to blame our balance-of-payments 
deficit on foreign resistance to U.S. imports. But as 
Chile shows, political confusion and corporate timid- 
ity are at least partly to blame.—J.A.B. 

efficiently produced Chilean products 
could compete against the local prod- 
ucts. Chile has one of the best timber- 
growing climates in the world, but 
prior to the new economic policies 
forestry was largely neglected. 

Most of the new export industries 
are labor intensive—meaning they 
provide jobs for the poorest part of the 
population. Real jobs, not handouts 
and make-work as in the days of Sal- 
vador Allende's Marxist regime. 

Chile is by no means a rich country 
even now. In the rural areas, people 
sometimes ride buses or bicycles or 
horses, but for the most part they 
walk. There are only 900,000 cars for 
13 million people. 

What about the living standards of 
the masses? All evidence shows that 
the economic boom has done more for 
the poor than all the recut-the-pie re- 
distributionism of earlier regimes. 

Today dire poverty in the form of 
hunger and rags and packing-box 
shacks is no longer common here. 
There have been dramatic improve- 
ments in health, education and partic- 
ularly social security under the au- 
thoritarian regime in the past 15 
years. The infant mortality rate has 
declined from 71.5 per thousand in 

to 18 in 1987; the illiteracy rate 
has dropped from ! 1% to 5% in the 
same period. Nearly 3 million Chil- 
eans have now joined pension plans— 
a relative rarity in Latin America, 
whore the social safety net is weak. 

After Pinochet, what? Free elec- 
tions are scheduled for December. 
Several   socialist   parties   have   sur- 

faced, campaigning openly in Santia- 
go's streets, one under the banner of 
Salvador Allende, Chile's only Marx- 
ist president, who died in the coup 
that brought Pinochet to power. But 
even the socialists speak softly today 
when it comes to the economy. The 
average Chilean never had it so good, 
and everyone knows it. 

No one gives the left much chance 
of winning the election. Who will 
win? The odds are the centrist Chris- 
tian Democrats. But there is another 
possibility. Biichi es el hombre, pro- 
claimed window stickers throughout 
the country last month. For those 
who want to see continued the free 
market principles pushed by the dic- 
tatorship, the good news is that Her- 
nan Biichi has resigned as Pinochet's 
finance minister, apparently to run 
for president. This personally austere 
40-year-old is generally credited with 
the recovery from the recession of 
1982-83, and with being the architect 
of the export-oriented economy. He 
also enjoys the advantage of being too 
young to be tarred with blame for the 
dictatorship's earlier excesses. 

Biichi is cut from a different cloth 
than the traditional Latin American 
politician. He is a technocrat but one 
with endearing eccentricities that 
soften the edges. A story about Biichi: 
The day he left office he went to see 
his mother, who was recovering from 
an operation. As he no longer had a 
government-provided car, he got on a 
bus and then realized he didn't have 
the 60-peso fare. A fellow passenger 
saved him from eviction by lending 

him the 20 cents. In a continent 
where politicians' greed and corrup- 
tion are legendary, here is a man who 
cares little about money for himself. 

If he runs, Biichi will be well to the 
right of the Christian Democratic 
candidate, Patricio Aylwin, who 
stands for old-fashioned populism of 
the sort that has wrecked most of 
Latin America. The populism is a 
plus, but his overall image could be a 
minus. A survivor from predictator- 
ship politics, Aylwin is, at age 70, 
lacking in appeal to the younger gen- 
eration. He is an almost 19th-century 
figure. Biichi, by contrast, will seem 
to stand for the late 20th century. 

When Augusto Pinochet asked the 
electorate whether they wanted him 
to continue in the presidency, the ma- 
jority last October answered no. But 
an astounding 43% answered yes—in 
an election that everyone admits was 
fair and open. This does not mean that 
43% of Chileans like dictators but 
merely that they preferred Pinochet's 
prosperity to the possibility of chaos if 
the old pols return to power. This is a 
big plus for Biichi. 

Flush with confidence over the per- 
formance of their economy, young 
Chilean business people and econo- 
mists talk of their country's becom- 
ing another Pacific Ocean success sto- 
ry, a la South Korea or Taiwan. Maybe 
it won't happen, but maybe it will. If 
Chile can preserve the economic dis- 
cipline imposed by the dictatorship, 
but in a democratic setting, it could 
be a beacon and a model for Latin 
America. ■ 

96 FORBES, MAY 15, 1989 



BEAT THE 
COMPETITION 

OVERSEAS. 

fliere are those who still see flying Concorde as an indulgence. But at twice the speed of sound, it may be more appro- _ . 
)riateto view it as simply a terrific head start. One that saves you 3 hours from New York, 3 hours and 25 minutes from BRITISH ^Vl R^V/OfS 
Washington, and 2 hours and 15 minutes from Miami. Think of all those hours as billable, and you'll realize Concorde  — rj-r ; —-—;—-^p 
loes more than let you beat your competition on the way to Britain. It also lets you beat them on the bottom line. he worlds ravounte airline, ^r 



The fabfity lottery 
We all lose. 

Open the daily newspaper or tune in a 
newscast and chances are you'll learn about 
another multimillion-dollar liability lawsuit. 

The targets abound: hospitals to super- 
markets, banks to hotels, sports arenas to 
colleges. Most exposed of all are the manu- 
facturers of products. 

For many people, this type of lawsuit seems 
like easy money: But its hurting everyone The 
hidden tax resulting from excessive liability 
awards is included in the price of the prxxlicts 
and services we buy And we have less choice 
in the range of products available to us. 

But perhaps most tragic of all, these 
awards are reducing our international com- 
petitiveness at a time when the United States 
is suffering from a huge trade deficit. That 
means a loss of jobs and all die other adverse 
consequences that occur when we're out- 
done in the world marketplace. 

This reality was reflected in a recent survey 
of chief executive officers by the Conference 
Board. It showed that uncertainty over 
potential liability' had led almost 50% to 
discontinue product lines and nearly 40% to 
withhold new products. A clear majority 

believes that the innovation and experimen 
tation necessary to enhance our competitive 
position is being constrained. 

In the areas hardest hit by liability suits, 
research and development outlays have plum 
meted. Products that government scientists 
consider safe have been pulled from the 
market In a host of other areas, spending on 
innovation, while not eliminated, has been 
severely cut back. 

Even if a company never loses a case, the 
threat of having to defend against claims car 
sink a product. An example: A major U.S. 
manufacturer has disclosed it dropped plan 
to market a promising new insulation, not 
because it posed a safety problem, but 
because as a substitute for asbestos, it could 
inevitably attract speculative lawsuits. 
The Lottery 

In his recently published bock, Liability: 
Tlie Legrf Ravktfion and Its Consequence 
author Feter W Huber points out that today: 
court system works like a lottery If you 
develop and market a product, nine juries in; 
row can declare it free of defects, maybe even 
vital to public health. But die tenth can hit you 
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th an award totaling millions of dollars, 

tli punitive damages on top of that If you're 
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ses just by the law of averages. 

This lottery costs American business 

1 lions of dollars. And that cost must be fac- 

1 ed into the pricing equation. In some 

I es, this can account for an astounding 95% 
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c So besides stifling innovation, excessive 

j *lity awards hurt our competitive position 

13ther way: They run up the price of our 

i >ds in world markets. Buying a product 

J inufactured in America carries with it the 

Iht to sue in America. This means a US. 

Inufacturer selling overseas has to include 

II exposure in the price, whereas our 
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issue in our national consciousness. Until now, 

this concern has largely focused on trade bar- 

riers. But we must also recognize that excessive 

liability awards diminLsh our competitiveness 

by handcuffing our innovators and driving up 

the price of our products. 

It is therefore urgent that we redefine 

Americas standards of liability and the level of 

compensation being awarded in these cases. 

Regardless of the ultimate outcome, the 

Supreme Courts decision to rule on the con- 

stitutionality of punitive damages is a positive 

step in that direction. 

But we must examine every aspect of this 
issue Most important of all, we need legislation 

and judicial policies that remove the barriers 

raised against U.S. international competi- 

tiveness by our own excessive liability awards. 
Then, we all win. 
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America's competitive posi- 
i has emerged as a priority 
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A $160 million, low-income housing project in Helwan, Egypt 
Despite ten yean of work, none of the 7,200 units is occupied. 

Two new government reports say the U.S. 
foreign aid program needs an overhaul. A 
visit to Egypt shows why. 

The money pit 

By William P. Barrett 

IT'S UNUSUAL these days when ri- 
val branches of the federal govern- 
ment agree on anything. But both 

a task force of the House Foreign Af- 
fairs Committee and the U.S. Agency 
for International Development, a 
State Department unit that hands out 
most of our nondcfcnse aid money, 
are in agreement about the U.S.' $15- 
billion-a-year   foreign   aid   program. 

100 

The House report contains some 
praise but concludes the current sys- 
tem "simply does not work." The 
USAID document is even more point- 
ed. Instead of promoting economic 
growth in developing countries, 
USAID says, our foreign aid often actu- 
ally inhibits it. 

Consider impoverished Egypt, 
home of USAID'S largest mission and 
recipient since 1977 of about $30 bil- 
lion in civil and military aid. Only 

Israel, donee of $45 billion, has gotten 
more. U.S. aid to the land of the pyra-1 
mids  (pop.  50  million)  now totals 
about $2.3 billion a year, mostly mili- 
tary aid. 

On a government-to-government 
level, U.S.-Egyptian relations are pret- 
ty good. But that is not to be confused 
with economic progress, bettering the 
lot of the masses or any of the other 
supposed objectives of foreign aid. 

In the Cairo suburb of Helwan, for 
example, an American-sponsored, 
$160 million, 7,200-unit low-income 
housing project, ten years in the mak- 
ing, sits empty because of conceptual 
flaws, poor planning and lousy con- 
struction. A $22 million project to 
expand badly needed rice production 
floundered because of a lack of trained 
agents to explain new techniques to 
farmers. A 100,000-ton Red Sea grain 
silo could not fully operate because of 
inadequate electricity. A sewerage re- 
construction project fouled the beach- 
es of historic Alexandria. 

Feed the hungry? At least $175 mil- 
lion of USAID surplus food supplies 
went unaccounted for. Improve pub- 
lic services? An $11.9 million water 
line along the Suez Canal was com- 
pleted but not used because of bureau- 
cratic buck-passing. Provide hot 
meals for schoolchildren? Some 5,000 
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Pinpointing fire and smoke danger 

to help you save lives. 

Integrating security features into 
the total facilities management 
system saves enough on labor to 
pay for the'entire system in two 
years at Hamilton County Justice 
Center in Cincinnati 

If you know the exact 
location of danger, rather 
than the general area, you 
can save precious minutes 
of response time Johnson 
Controls offers a firesafety 
system with "smart heads" 
that pinpoints danger on 
your monitor as it sounds an 
alarm in your building and 
alerts your fire department 

A single pair of wires can 
accommodate up to 200 
sensors or other firesafety 
devices, so the system is 
more economical to install 
than a hard-wired system. 
Easy on-line programmabil- 
ity gives you the ability to 
adjust to changing occupancy 
and use of your building 

Our ability to integrate 
firesafety with your other 
systems can provide addi- 
tional safety measures. For 
example, you can automati- 
cally return elevators to 
ground floors, close fire 
doors, activate sprinkler 
heads, even cycle fans and 
dampers to purge smoke 
from an endangered area. 

Johnson Controls can 
also help you make your 
building secure with card 
access technologies to re- 
strict entry to critical areas 
and with detectors to main- 
tain the integrity of doors 
and windows. 

For the safety and security 
of your building whatever 
its size or function, call 
Johnson Controls today at 
1-800-972-8040. In Wis- 
consin, call 1-800-472-6533. 
Or write, Johnson Controls, 
Systems and Services Divi- 
sion, C19, Milwaukee, WI 
53201-0423 

© 1989 Johnson Controls, lnc 
JC8934 
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cently; an information management revolution 
curred at the University of Wisconsin-Stevens 
:nt Dan Goulet from the University and Jim 
onhan of AT&T—campus radicals of a different 
id—explain how they were able to realize a bold 
d complex vision. 

FEBRUARY 22, 1989~| 

started a revolution 
on campus. 

Jim: I remember the first day we 
et. You had been around the block a 
w times, but weren't getting 
e answers you needed. 

Dan. We wanted to create a 
\iique educa 
\m environ 
lent: a free 
ywing    on- 
\ie computer campus. We had a 
\;ion, and we were looking for 
yneone to help build it. 

Jim: A distributed networked 
Imputing solution, that's what we'd 

1 it now: a way to process, move 
Id  manage  information  effec- 
ely, throughout a widespread 

Ionization. 
Dan: We talked to many comput- 

| vendors before you. We got tired 
{describing what we needed, so we 
Uv it. That graphic was about 13 
\tlong. 
Jim: More like twenty. The chart 

|)wed every information resource 
campus linked together, accessible 

[students, faculty, and administra- 
l. It became the wallpaper in my 

I ce for fifteen months. 
Dan. It was like a blueprint for a 

\a superhighway. 
Jim: We put our ISN wide-area net- 
rk at the center—like an inter- 
nge—and built fiber and twisted- 
' data lanes to applications running 

on AT&T 3B2s, DEC, UNISYS and 
other hosts located in all the depart- 
ments. We put on- and off-ramps in 
strategic locations: StarLAN networks 
that gave access to the highway from 
workstations. 

Dan: We designed everything 
from the user perspective. The more 
technically remarkable the system 
became, the harder we worked to 
make it approachable. 

These men 

Jim: It's mind-boggling how much 
computer power is out there. We 
wanted to harness it all, yet give a 
piece to every individual. 

Dan: A truly distributed network, 
one we don't think we'll ever outgrow. 
We've added 300 WGS workstations 
in the last five months. 

Jim: Dan, where in the world is 
that wallpaper today? 

Dan: We had it bronzed. Today, 
so many colleges and businesses 

really need a similar solution. 
That's probably why we've had 

so many visits from 
them lately. 

Jim: Little 
did we know 

back then, when we first met. 
Dan: Oh, something tells 

me you had a hint. 

Jim: Easy for novices, powerful 
enough for programming students. 

Dan: We developed a menu- 
driven user interface that is consistent 
and clear. Students and faculty can 
select applications like checking spell- 
ing, transmitting course grades, even 
browsing through the on-line card cat- 
alog of 1.5 million books at the Univer- 
sity of Wisconsin-Madison. We wanted 
desktop power and access, but we 
wanted to process information where 
it made the most sense. 

Jim: Thinking back, we realized 
early that the complexity of your 
vision precluded a single-system 
focus. You needed open systems. 

Dan: You were really the only 
ones that understood this point. Open 
systems allow us to use off-the-shelf 
components; vendors have to bid 
against each other to get our business. 
Open systems are the secret. 

The Stevens Point Solution: 
THE CHALLENGE: i 

Create a distributed computing re%'olu- 
tion; link the campus into an integrated 
information resource open to even' user. 

L THE SOLUTION: 

AT&T 3B2 computers support a multitude 
of UNIX* System V-based applications. 
AT&T StarLAN connects AT&T WGS 
computers, a variety of micros, and hosts 
together. The AT&T Information Systems 
Network (ISN) is every campus user's gate- 
way to all computer resources. 

THE RESULT:      | 

Stevens Point has been designated a Cen- 
ter of Excellence for Distributed Aca- 
demic Computing by the Board of 
Regents for the entire University of Wis- 
consin system. The majority of the 9000 
students on campus regularly use the net- 
work for course work and homework. 
Faculty have integrated computing into 
41 % of their coursework. 

Call your AT&T Account Executive, an AT&T 
Authorized Reseller, or 1 800247-1212, Ext. 156. 

DEC is a registered trademark of Digital Equipment Corp UNIX is a registered trademark of AT&T in the U S and other countries ©1989 AT&T 

AT&T 
The right choice. 



natural-gas stoves sent to Egypt for 
use in schools couldn't be used. The 
problem: no natural gas. 

Who's to blame? The Egyptian gov- 
ernment and outrageous local corrup- 
tion bear much of the onus. Egypt is 
also cursed with an astoundingly in- 
transigent agricultural bureaucracy 
particularly adept at frustrating any 
plans to reform socialistic, Nasser-era 
farm policy. But the U.S. bureaucracy, 
which often failed to follow up or 
supervise the projects, is clearly a ma- 
jor part of the problem. 

The USAID projects that seem to 
produce the most bang for the buck 
are simple, basic ones affecting large 
numbers of people. Within a few 
years, for example, 15% of Egypt's 
12,000 public schools will have been 
built or rebuilt with $90 million of 
U.S. funds. A $91 million project 
teaching largely illiterate mothers 
about proper child health care has 
saved plenty of lives. Two big-ticket 
items—$820 million to rebuild much 
of Cairo's ancient sewerage system 
and another $1.25 billion to upgrade 
the phone and electrical systems— 
also seem to be money well spent. 

But it is not at all clear that the 
marginal increase in Egypt's standard 
of living justifies all the billions of 
dollars thrown at it. And without con- 
tinuing foreign aid, the improvements 
that have been made will likely fall 
prey to neglect and inadequate money 
for repairs. 

Moreover, if one objective of all this 
is to totally win the hearts and minds 
of the Egyptian people, think again. 
Says Mohammed Sid-Ahmed, one of 
Egypt's most prominent newspaper 
columnists, "U.S. aid is not nearly as 
popular here as the U.S. embassy 
thinks it is." 

Yet for all of the U.S.' spending we 
are the most parsimonious of the 
Western powers when ability to pay is 
considered. The $9 billion that the 
U.S. spends annually on nonmilitary 
aid is only one-fifth of 1% of annual 
gross national product. Norway and 
the Netherlands spend upwards of 
five times that; France, three times; 
Canada and West Germany, double. 
Even Ireland outspends the U.S. 

And, of course, Japan is right in 
there, with about $6.5 billion in 
worldwide aid. In Egypt the Japanese 

riade a splash by paying $50 mil- 
lion to rebuild the legendary Cairo 
opera house. Funny thing about 
Egypt/ though. Soon after taking con- 
trol, the opera house's new Egyptian 
managers lost many of the keys to 
individual rooms as well as their only 
copy of a thick manual the Japanese 
prepared on how to run the building. 

Now the Japanese embassy is known 
to be worried about being unfairly 
blamed if the new building starts to 
fall apart. 

What does it all prove? What most 
everyone should know by now: that 
the only truly effective form of foreign 

aid is not government-to-government 
but business-to-business. Unleashing 
free enterprise at home and welcom- 
ing foreign investment from abroad 
brings viable projects. Govemment- 
to-government aid often builds ineffi- 
cient, unsustainable monuments. ■ 

The Money Men 

Looking for a Pacific Rim growth stock? 
Think Coca-Cola. A high-technology play? 
Try Wal-Mart. This from a historian who 
has studied 300 years of boom and bust. 

Lessons 
in the ledgers 

By Jack Wilkmghby 

EVER SINCE THE dry goods booms 
of the 18th century, fads have 
led American businessmen 

astray. You don't have to look further 
than the current mania over deal 
stocks to see business still pushes 
things too far." 

That's Thomas Doerflinger speak- 
ing. For nine years, ending with an 
assistant professorship at Williams- 
burg, Va.'s College of William and 
Mary, Doerflinger pored over colonial 
letter books, customs documents, 
shipping records and tax receipts, all 
squirreled away in archives from Wil- 
liamsburg to Boston. He distilled his 
findings into a prizewinning 1986 
book, A Vigorous Spirit of Enterprise 
The 381-page volume depicts the dy- 
namic merchant society that provi- 
sioned the Revolutionary army and 
turned Pennsylvania into America's 
most prosperous colony. 

Doerflinger was especially in- 
trigued by the career of Stephen Gi- 
rard, the one-eyed provision merchant 
who cannily built a £2,280 grubstake 
during the Revolution into one of the 
largest early-19th-century fortunes. 

Excited by what he studied and 
what he wrote, Doerflinger decided to 
switch from academia to Wall Street. 
Why not put to work the insights he 
gained from  studying the business 
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past? Today Doerflinger, 37, works as 
a PaineWebber investment strategist 
in New York. 

Okay, Doerflinger, based on your 
long view of history, which stocks 
look good today? He replies: Coca- 
Cola, McDonald's, Reuters, Toys "R" 
Us and Dun & Bradstreet. Doerflinger 
points out that in 1988 these compa- 
nies' earnings generally grew much 
faster than their share prices. His con- 
clusion: Their true value is not fully 
recognized amid today's mania for 
spotting takeover stocks. 

Note that his picks are all well- 
established outfits. History has 
taught Doerflinger how difficult it is 
to pick winners in emerging indus- 
tries. Not only do startup companies 
have to fight every day for financial 
survival, but they may not know for 
as long as a decade whether their tech- 
nology will survive as the industry 
standard. 

Ford Motor Co., for instance, was 
just one of many carmakers experi- 
menting with gasoline-fired engines 
just after the turn of the century. In 
fact, many investors back then were 
betting on steam and electric power. 
"People didn't think gas would work 
because it was thought of as riding on 
top of an explosion," says Doerflinger. 
To pick the ultimate winner in auto- 
mobiles, not only would you have had 
to decide which form of propulsion 
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A REMINDER OF 
How MANY THINGS ARE BUILT 

AROUND A STRONG CENTER. 

Just as things in nature expand and grow from the 
center, business expands naturally from Missouri. 

We're the geographic and population center of the 
country. At the crossroads of ten interstate highways, 
the second and third largest rail terminals in the coun- 
try, and the second largest inland waterway. 

Add to that a manufacturing climate ranked No. 2 
in the nation, and you begin to see why companies like 
Hallmark Cards, Anheuser-Busch and 350 other For- 
tune 500 companies have located in Missouri. 

If you're a manufacturer, write or call us toll-free 
today. You'll find that when it comes to business, 
Missouri's the natural choice. 

Missouri 
Advantage 

Name  

Company/Title  

Address  

City . State. .Zip. 

1-800-523-1434 
Mail to The Missouri Advantage. PO Box 118, Jefferson City. MO 65102 6627.F 
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PaineWebber's Thomas Doerflinger 
Smart companies get rich using technology; small onem go bankrupt selling it. 

Bill BaJfer.bCT!i 

would prevail, you would have had to 
pick from among hundreds of other 
startups, many hot for a while. 

Doerflinger advises investors to 
shun high-technology companies and 
instead bet on big companies that use 
technology wisely. In other words, 
forget the highfliers from Silicon Val- 
ley; buy a soundly managed retailer 
like Wal-Mart Stores or Toys "R" Us. 
Both companies have strong consum- 
er franchises and use computer tech- 
nology extensively to cut costs and 
upgrade service. 

Likewise, Doerflinger prefers big 
drug companies like Merck to biotech 
startups running on hype and hope. In 
the last two years many small biotech 
firms have experienced serious rever- 
sals and have proved disappointing in- 
vestments. Unlike the thinly capital- 
ized startups, Merck can spend freely 
on research and development with far 
less regard for its stock price. The 
company has a steady stream of reve- 
nue from drugs that are already on the 
market, such as Vasotec, which is 
used to treat high blood pressure, and 
Mevacor, its highly touted anticholes- 
terol product. 

Among the long-term trends Doer- 
flinger wants to ride is America's 
looming labor shortage He sees the 
U.S. labor force growing at a sluggish 
1.2% annual rate in the 1990s, about 

half as fast as it did in the 1970s and 
1980s. The beneficiaries of this trend? 
Companies like McDonald's Corp. 
that know how to use labor efficient- 
ly. McDonald's has held its wage bill 
flat as a percentage of sales for the 
past six years, largely through auto- 
mation. Now Doerflinger expects 
McDonald's to gain market share 
from its technologically inferior ri- 
vals. Agam, the secret for investors 
isn't so much to find a company that 
makes automatic hamburger flippers 
but one that puts them to the best 
use. Never mind the startup with the 
hottest new computer product. Look 
for the companies that learn how to 
use computers most effectively. 

The coming labor shortage could 
pmch America's service sector espe- 
cially hard. "Over the next decade," 
Doerflinger predicts, "rising wage 
costs will force America's service 
companies to restructure, just as 
manufacturing companies have done 
over the past ten years." Look for 
companies that use technology to 
save labor, such as telecommunica- 
tions and business information firms, 
to be good investments. 

Most financial analysts agree that 
economic growth in Asia's rapidly 
modernizing nations will outpace 
that of Europe and the U.S. But Doer- 
flmger   recommends   an   unconven- 

tional investment angle. Instead of 
buying stocks in Japan, Korea or Thai- 
land, he suggests investing in big 
companies that have a strong fran- 
chise in Asia and will benefit from the 
region's economic expansion. Among 
his picks is Reuters, the British infor- 
mation company whose electronic 
trading screens already have been in 
demand because of the heady expan- 
sion of Asia's foreign exchange mar- 
kets. Doerflinger sees an added surge 
coming for Reuters once the Korean 
won and the Taiwanese dollar be- 
come freely traded in the 1990s. 

Another of Doerflinger's Asian 
plays is Coca-Cola. The company 
makes more money in Japan than in 
the U.S. right now, partly because its 
margins are five times larger. Coke is 
also strong elsewhere in Asia, includ- 
ing Korea and the Philippines. A third 
way to play the trend is through an 
American tobacco company such as 
Philip Morris. Doerflinger notes that 
relaxed Japanese regulations are help- 
ing foreign cigarette brands boost 
their market share in Japan toward 
13% (FORBES, Apr 3). 

Doerflinger counsels investors to 
shop carefully—as they would if they 
were buying a house—and then hold 
for the long haul. Most investors only 
hurt themselves by constantly shuf- 
fling their stocks. ■ 
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ood help isn't hard to find. If s waiting 
in line at the fax machine. 

Does it ever seem like the people who work for 
u are spending more time at the fax machine 
d less time at their desks? 
With Western Union's OfficeAccess* software 
d electronic messaging services you can keep 

< im out of the fax lines. It allows anyone in 
; ir office to send fax directly from the desktop 

terminal where the message was composed. 
With OfficeAccess software on your current 

terminal system, you can communicate with 
your customers, your suppliers, your field offices 
and the general public through electronic mail, 
telex, and Western Union's Priority Mail Serv- 
ice^" as well as fax. And you can do it all from 

WESTERN 
UNION 

any terminal in your office. 
Whether you're using IBM, DEC, Wang, Apple 

or almost any other system, OfficeAccess can give 
you a smarter, more efficient office. 

Call Western Union at 1-800-247-1373, Dept 
110. And find out how to help your bottom line by 
keeping your employees out of the fax line. 

OFFICE 
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Major U.S. oil companies have, for the time 
being at least, stopped sabotaging earnings 
in a critical part of their operations. 

Refined profits 

By Toni Mack 

IAST YEAR Chevron earned $571 
_ million in U.S. refining and 
I marketing, 32% of the compa- 

ny total. Mobil earned $554 million, 
or 27%; Unocal, $182 million, or 
38%. Even at giants Exxon and British 
Petroleum, which have substantial 
foreign operations, some 12% to 13% 
of earnings came from U.S. refining 
and marketing. (At the Royal Dutch/ 
Shell Group, a refinery fire kept U.S. 

refining and marketing profits down 
to 9% of the total.) 

Refining profits will be nice and 
healthy this year again, perhaps even 
as high as last year's, despite higher 
crude oil prices. Crude oil, topping 
$24 a barrel recently, is $10 above last 
fall's levels. However, demand is run- 
ning strong this year, and refiners are 
able to pass through all of the price 
increase. 

One reason the refiners can pass on 
the higher costs is that massive excess 

capacity no longer hangs over domes- 
tic refining. In 1979, choked by high 
oil prices, demand fell and kept falling 
for five straight years, for a total 19% 
drop to 15.2 million barrels a day. The 
industry was left with enormous 
overcapacity, which pressed hard on 
profit margins. Since then, out of 324 
U.S. refineries, 108 have shut down. 

Now demand is creeping up again: 
For the last three years the U.S. has 
slurped up an average of 3% more oil 
each year, for a total of 17.2 million 
barrels a day last year. "The strength 
of demand has surprised the indus- 
try," says Roy Slovenko, Amoco's di- 
rector of refining strategies. 

This happy balance between capaci- 
ty and demand could reverse if oil 
people start building new refineries, 
but this they are reluctant -to do. 
Why? Listen to Steve Miller, Shell 
Oil's vice president for refining and 
marketing: "In 1986 the 13 key com- 
panies we follow earned $3.4 billion 
in domestic refining and marketing. 
That was a historical high. But in 
1987 [when crude oil prices rose faster 
than refined product prices], those 13 
companies barely made $1 billion. It 
was one of the lowest years in the last 
ten. Then, in 1988, they earned $5.6 
billion." 

Such volatility is not the stuff on 



which massive new investments are 
based. It's a switch from the old days, 
when refiners routinely expanded too 
far in advance of demand. 

Most new projects today are what 
the industry calls debottlenecking— 
that is, finding the spot in the refining 
process that limits capacity and figur- 
ing out how to correct it. Shell debot- 
tlenecked its Deer Park, Tex. refinery, 
for example, by raising the tempera- 
ture in the reactor by about 50 de- 
grees. That increased gasoline produc- 
tion by 5%. 

Environmental regulations, as well, 
will help keep capacity tight. These 
days it would be very difficult—in 
some parts of the country, like Cali- 
fornia, nearly impossible—to get the 
environmental permits to build a 
large new refinery. 

For now, integrated oil companies 
like Chevron, Mobil, Texaco and the 
rest have the best of both worlds: 
high crude oil prices and robust re- 
fining margins. If oil prices fall, 
which everyone expects, refining 
margins are likely to be even better. 
Likewise, smaller refiners like Ash- 
land Oil, Diamond Shamrock R&M 
and Valero Energy will share in the 
good times. So 1989 looks to be a 
banner year for the oil industry and 
its investors. ■ 

A brighter picture 
As oil demand slumped in the early 1980s, so did U.S. refinery utilization 
and refiners' profits. Now rising demand is refilling refineries, with 
gasoline-making capacity running flat-out full. But no one is taking this 
as an excuse to build anew. 

Demand growth (percent) Refinery utilization (percent) 

Source: U.S. Department of Energy 
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There is no such thing as just a room 

at a L'Ermitage Hotel. 

At the Valadon, as in all our hotels, 

we only have suites. 

So you'll have plenty of space to work. 

And play. 

L'ERMITAGE HOTELS 
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A strange tale in which the SEC sets out to 
expose the true costs of mutual fund invest- 
ing but ends up stacking the deck in favor 
of front-end load funds. 

Faulty arithmetic 

By Jonathan Clements 

IN A WORTHY CRUSADE to make the 
public more conscious of mutual 
fund fees, the Securities & Ex- 

change Commission last year spelled 
out how it wanted fund prospectuses 
to show sales and management fees. 
All prospectuses must now include a 
table that discloses the cost of a $ 1,000 
investment over one, three, five and 
ten years, presuming a 5% annual re- 
turn on the portfolio. There's just one 
little problem with the table. It has a 
mathematical quirk that makes the 
fee table in one prospectus not compa- 
rable with another. 

Take Massachusetts Investors 
Trust and the Financial Dynamics 
Fund, MIT has a 7.25% load but a 
modest 0.45% expense ratio, while 
Financial Dynamics is a no-load with 
a 1.02% expense ratio. According to 
their prospectuses, both will cost you 
$125 over the course of a decade. That 
doesn't, however, mean that both 
funds will leave you with the same 
ending account balance. Assuming 
5% portfolio returns, an investor in 
Massachusetts Investors Trust would 
walk away with $1,444 alter ten 
years, versus $1,471 for a Financial 
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John Segal 

Dynamics shareholder. 
What gives? Wasn't the fee table 

meant to make it easier to compare 
one fund with another? That was the 
idea, but the SEC made an error that is 
all too common in the personal fi- 
nance business, and that is to ignore 
the time value of money. A dollar paid 
today is not at all the same as a dollar 
paid ten years from now. 

A 5% back-end load looks worse in 
the SEC table than a 5% front-end 
load, even though they have the same 
effect on your investment result. Sup- 
pose you invest $1,000 in a fund that 
doubles your money. A 5% load up 
front will leave you with $950 invest- 
ed and an ending balance of $1,900. A 
5% back-end load takes $100 off your 
$2,000 ending balance, leaving you 
with $1,900. In the table, however, 
the upfront load would appear to be a 
better deal—$50 rather than $100. 

The SEC-mandated tables aren't al- 
ways meaningless. You can use them 
to make apples-to-apples comparisons 
between, say, one 8.5% load fund and 
another, or between two no-loads. But 
then, if the two funds have the same 
load, you don't need any fancy table to 
compare their costs. Simply compare 
annual expense ratios. 

As for making the tradeoff between 
a load and annual expenses, the arith- 
metic gets a little complicated. For 
someone who stays in a fund for ten 
years, a fund with a 5% front- or back- 
end load and no expense ratio would 
earn just as much as a fund with no 
load but an annual expense ratio of 
0.51%. The real cost of investing in 
all three funds is a tad more than $81, 
assuming 5% returns before expenses. 
That's the difference between the 
ending account balance ($1,547) and 
what you would have earned on a 
cost-free investment ($1,629). 

According to the formula used to 
calculate the SEC fee table, however, 
the front-end load fund costs you $50 
over ten years, versus $81 for the 
back-end load fund and $64 for the no- 
load. Why do front-end loads look bet- 
ter? Because the table shows the actu- 
al dollar amount garnered by the mu- 
tual fund, irrespective of when the 
fees were charged. The 5% front-end 
load fund takes its cut right at the 
outset, before the assets have had a 
chance to grow. By the time the 5% 
back-end load is deducted, however, 
the assets have grown 63%. 

There is a certain amount of poetic 
justice in a system that is slanted 
against back-end load funds. Typical- 
ly, these loads are coupled with an 
annual 12b-l "distribution" fee. The 
load is imposed on customers who 
leave before they have incurred a full. 
dose of distribution fees, typically five 
years' worth. The load, in effect, acts 
as a floor on selling fees, but you gen- 
erally don't get any rebate of the an- 
nual fee if you stay longer than five 
years. Thus, if you need a broker's 
advice to buy a mutual fund, a front- 
end load is probably the lesser evil. 
But there are exceptions. The year-old 
Colonial VIP funds come with a 5% 
back-end load that fades out over six 
years. Brokers are paid out of a 12b-l 
fee that nabs 1.25% of assets annual- 
ly. But once six years are up, the 12b-l 
fee shrinks to 0.25% on the VIP funds. 

SEC staffers initially proposed look- 
ing at account values rather than 
costs, but later changed their minds. 
They feared that investors might take 
the changes in account value to be a 
projection of likely investment re- 
sults. So instead they gave us a table 
with meaningless cost projections. 
"We don't claim to have a corner on 
the perfect and right way to do 
things," says Kathryn McGrath, di- 
rector of the SEC'S division of invest- 
ment management. "But we think it's 
a vast improvement over the situa- 
tion we had." 

Is the SEC fee table a good idea? 
Certainly. Is it perfect? Far from it. ■ 
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What can you expect 
j    from BellSouth 

beyond the South? 

1989 BellSouth Corporation 

Everythingyou'd expect 
from a leading provider 

of advanced voice and data 
communications systems. 

From its strong telecommuni- 
cations roots in the South, 
BellSouth is now able to provide 
businesses and organizations across 
the country and in more and more 
places around the world with 
sophisticated voice and data com- 
munications systems and services. 

BellSouth can design, install 
and maintain a wide range of tele- 
communications and information 
systems. And because BellSouth 
offers products and services from 
many suppliers, it can serve cus- 
tomers objectively, recommending 
the best solutions to their needs. 

Domestic and international 
marketing and support organiza- 
tions are already in place and 
BellSouth responsiveness to cus- 
tomers is a proven fact. 

When it comes to voice and 
data communications systems, 
BellSouth can provide the solutions 
you have a right to expect from a 
leader. 

For more information on 
BellSouth call 1-800-522-2355. 

BELLSOUTH 
Everything YOU expect from a leader.- 
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The Savoy Hotel's blue bloods sniffed when Trusthouse Forte's 
Charles Forte tried to take them over. Lord Forte, now aided by his 
determined son, remains in hot pursuit. 

Diana slept here 

By John Mareom Jr. 

WHEN DIANA, Princess of 
Wales, visited New York in 
February, she stayed in a 

$2,000-a-night penthouse suite at the 
Plaza Athenee. The royal visit was a 
coup for the hotel's owner, London's 
Trusthouse Forte Pic, reminding the 
world that Charles Forte knows 
something about running top-class 
hotels. 

The message is important to Lord 
Forte (he was ennobled in 1982). He 
had set off one of the great feuds in 
modern British business in 1981 
when he began accumulating shares 
in The Savoy Hotel Pic. Savoy's prop- 
erties are as upper-crust as can be— 
they include, in London, the Savoy, 
Claridge's and Connaught hotels; in 
Paris, the Lancaster; in the Cotswold 
village of Broadway, the wonderful 
old Lygon Arms. 

Eight years later, Lord Forte is still 
being blocked from taking control of 
Savoy by an entrenched, blue-blooded 
management. 

One can only imagine the indigna- 
tion of patrician Sir Hugh Wontner, 
who headed Savoy when Lord Forte 
first knocked at the door. Sir Hugh's 
lineage was distinguished, his father a 
well-known theatrical figure. That 
stood him well at Savoy, which was 
founded by Richard D'Oyly Carte, the 

Gilbert & Sullivan impresario, 
massed on to his son Rupert and 
'laughter, Dame Bridget. Lord 

ueage, by contrast, was not 
^orn in 1908 in 

immigrated to 
Britain at the age of L^ The cheek of 
the man! 

Never mmd that Lord Forte had 
built one of the world's classiest hotel 
groups from nothing—in the process 

becoming one of Prime Minister Mar- 
garet Thatcher's favorite business- 
men—and that his family's fortune is 
now worth over $500 million. And 
never mind that the Savoy group's 
financial results under Sir Hugh were 
spotty. 

In  Britain—more   than  anywhere 

The suitor was derided by Savoy offi- 
cials as the "Little Chef," after one of 
Trusthouse Forte's popular roadside 
restaurant chains. "Not at all suit- 
able," sniffed Old Etonian Giles Shep- 
ard, then, as now, Savoy managing 
director. 

Not suitable? Trusthouse Forte is a 
Mike Abrahams/Network-Contaa 

Sat r;v Manging Director Giles Sfjepard 
Leading the blue-blooded board's defense. 

else in the West—class is not a matter 
of money but of pedigree, and Sir 
Hugh's is unimpeachable. As Clerk 
of the Royal Kitchens, for example, 
he was (and is) an honorary adviser to 
the Queen. 

The Savoy forces portrayed Trust- 
house's bid as the greatest national 
affront since the London Bridge was 
sold to a land developer in Arizona. 

much bigger and more profitable com- 
pany than the $128 million (revenues) 
Savoy group. Trusthouse properties 
include some of the world's finest ho- 
tels. In New York and Paris, it owns 
and operates the two Plaza Athenees, 
as well as the George V in Paris. In 
London it has Brown's, the 150-year- 
old West End hotel popular with An- 
glophile  Americans,  and  the  Hyde 
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1       NOT LONG 
AGO, MICHIGAN 

WAS JUST A KID IN 
THE PLASTICS INDUSTRY 

The kid sure has come of age. Why, in the mid-1980's alone, Michigan accounted for half of all new 
plastics-related jobs in the Great Lakes States and one-quarter of the plastics job growth nationally 

And not simply because of the increased use of plastics in the auto industry. ■ Many industries draw 

on the expertise and resources of Michigan's growing number of plastics application centers. Fabrica- 

tor support industries are already in place. Resin producers benefit from nearby chemical feedstocks 
Then there's Michigan's state government: committed to providing the best possible climate 

for expansion and growth. ■ The right markets are here, too. As Carl Haas, President of Blue 
Water Plastics, puts it, "Michigan is a great environment for expansion We could not service our 

customers if we were in Illinois or Tennessee. We need to be where the engineering centers are" 
■ There are many other reasons to consider Michigan Call (517) 373-8495 or simply write Doug 

Ross, Director, Michigan Department of Commerce, 525 W. Ottawa, Lansing, MI 48909. 

MY, HOW WE'VE GROWN. 
MICHIGAN 

The future. We're making more of it here. 



Piers Cavendish/Reflex 

The Savoy's main entrance 
Carefully preserved since the days of Gilbert and Sullivan. 

Victorian struc- 
of   fashionable 

Park Hotel, a noble 
ture in the heart 
Knightsbridge. 

Also in Trusthouse's jewel box are 
the Sandy Lane on Barbados, Geneva's 
Hotel des Bergues and—at or near the 
top of many travelers' lists—Madrid's 
Ritz. As at many of their best hotels, 

the Fortes have poured millions into 
polishing the Ritz, which they ac- 
quired in 1982. 

The hotel shines today as it hasn't 
since Spain's King Alfonso XIII 
opened its doors in 1910. The Ritz' 
prices are near the top, too, a typical 
double overlooking the Prado going 

for $550 a night. 
The entrenched blue bloods, how- 

ever, have fought Forte to a standstill. 
The Savoy group's upper-crust man- 
agers had something to protect them: 
a two-tier share structure that let in- 
siders block Trusthouse's bid. 

Trusthouse today holds about 42% 
of the voting power, and about 69% of 
the shares. The Savoy insiders? The 
1987 annual report indicates that Sa- 
voy directors control about 29% of 
votes but about 7% of the actual capi- 
tal of the company. Another big 
chunk of votes is held by several char- 
ities that share some trustees with the 
company. 

But Lord Forte is tough, too. The 
feisty founder, now 80, started in res- 
taurants, added airline catering opera- 
tions, then hotels—first buying a grab 
bag of sometimes unspectacular older 
hostelries around the British Isles, 
and more recently seeking prestige 
properties. 

Rocco Forte, 44, Lord Forte's only 
son, has borne the family standard 
since becoming chief executive in 
1983. Fortepere etfils are in the courts 
now, challenging the legality of 
shares representing about 6% of the 
vote (all the Fortes need is another 8% 
of the vote to take control). Both com- 
panies, citing pending lawsuits, de- 
cline to discuss the matter. 

Phone WATS 

■MULT.-U)CATtONWATS 

When It Comes To Savings And Services, 
VT&T's Multi 

With Sprint, everj call travels on the 
nation's firsl andonlj 100' digital Fil 
OpticNetworki I the network whose 

sound quality is preferred bj 9ou1 oflO 
i over YTXT. 
Network WATS also gives you the option 

of having branch offices billed individually 
u olidated company 

i month, todgivesyou 

a single management report that summarize 
all outbound calls from all locations. 
AT&Tdoesn't. 

And Sprint gives you all this savings and 
bilitywithnostringsattached.TogetaJ 

savings at all with AT&T,you have to sign 
■ 



John Swrrock/Ni'twork-Contaa 

Trusthouse Chief Executive Rocco Forte 
Fighting to protect his father's legacy. 

Savoy managing director Shepard 
vows to keep the Fortes at bay. "I 
would not wish this group to be part 
of any chain," he says. "Individuality 
is terribly important. If you have a 
large group, the standards are going to 
be set by a book, and it's usually a 
book of mediocrity." He neglects to 

mention, however, that the Fortes 
have proven they can run classy ho- 
tels—or at least Princess Di seems to 
think so. 

With or without control of the Sa- 
voy properties, Trusthouse Forte is 
doing splendidly. On revenues of 
about $3.5 billion in the year ended 

Oct. 31, Trusthouse earned $295 mil- 
lion, up 34% for the year, and a point- 
ed contrast to Savoy's 18% decline in 
1988 net. Some consolation for the 
Fortes: With a tiny float and constant 
takeover speculation, their Savoy 
stake was valued on the stock market 
in 1988 at more than $300 million— 
up 20% in a year and five times its 
initial cost. 

Recently trading at £2.83 a share in 
London, Trusthouse itself is valued at 
about $4 billion—considerably below 
its breakup value, in the opinion of 
many analysts. 

All of which means that in Britain's 
hot takeover climate, Trusthouse it- 
self could be somewhat vulnerable. 
The Forte family's 14% stake is 
backed by another 7% in the hands of 
close allies. Rocco Forte promises 
that a takeover attempt would face 
tough going, with or without his fa- 
ther at his side. "All I can say," he 
explains, "is I haven't put the effort 
into the business that I've put into it 
to give it up whenever my father de- 
cides to call it a day." 

It's a curious affair all around. The 
fight with Savoy management evokes 
anachronistic echoes of Britain's old 
class system, while the threat to 
Trusthouse itself reflects the super- 
heated competition that prevails in 
Margaret Thatcher's Britain. ■ 

FDNWATS 
US Sprint 

USSPRINTNETWORKWATS 

Guess Which One Sounds The Best? 
one-year contract. 

But how much do you actually save with 
print0 Our rates are up to 13% less than 
r&T's, including a 5%discount^ all 
ial 1 WATS;" Ultra WATS" and FONCARD 
ills. Plus, we'll waive the monthly service 

fee for the first three months. 
And, of course, we give you the 

top-quality products and service your 
business demands. 

So before you sign on the bottom line, 
be sure to compare the bottom lines 

Call 1-800-877-2000 today. And talk 
with the best. 

US Sprint 
Talk With The Bestr 
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Computers/Communications 

George Archuleta of Vitalink 
Want to buy a bridge? 

Roben Holmgren 

Caught short by the AT&T breakup, fiber 
optics and local area networks, Vitalink 
was doomed. It was saved by a piece of 
software—and an alert chief executive. 

Listen to 
your customer 

By Ign tins Chfthelen 

lion 

WDEl A GROUP of Stan- 
ford-educau ,'    engineers    and 

I with        ta] of $40 ind- 
enture   capital,   Fremont, 

Calii Vitalink    Communica- 
tions Con., hoped to design nd sell 
earth stations for what was expc ' 
to become a booming market for sat- 
ellite data transmission. 

120 

The reality was far different. "It was 
like making large mortgage payments 
each month but still being unable to 
occupy the house," says George Ar- 
chuleta, 57, who arrived at the compa- 
ny four years later. 

With the breakup of AT&T in 1984, 
the advent of fiber optics and long- 
distance rate wars, the once promis- 
ing satellite business had become a 
giant disappointment. Today's com- 

puter  networks  operate  over  tele 
phone lines of some kind. 

After losing over $50 million in five 
years, Vitalink was broke when Ar 
chuleta took over as chief executive 
in 1986. "We were burning money 
renting satellite transponders that 
had no customers," says Archuleta, 
an electrical engineer and founder of a 
microwave components company. 
Archuleta took a deep breath and did 
the necessary. Arranging a $1.2 mil- 
lion bridge loan and slashing the work 
force by a quarter, to 130, he set out to 
find a new business for Vitalink. 

He identified what looked like a 
niche: hooking up computer net 
works in different cities by telephone 
lines. Plenty of companies had devot 
ed themselves to the $3 billion mar- 
ket, using local networks, for con- 
necting personal computers within an 
office. But Archuleta saw an opportu 
nity to link up these networks in dif 
ferent offices, creating a so-called 
wide area network. 

Where did Archuleta come up with 
the brilliant idea to get into wide area 
networks? "It was the customers," he 
says. Archuleta didn't even realize he 
had a major opportunity on his hands 
until a few early customers responded 
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enthusiastically to a makeshift bridg- 
ing device. In 1984 Vitalink's engi- 
neers had come up with software for 
handling satellite communications 
within DEC'S Ethernet local area net- 
work. With satellite traffic such a dis- 
appointment, a wily Vitalink engi- 
neer had adapted the software for 
landline telecommunications net- 
works, and the company had sold its 
bridges to a few customers. 

Archuleta's selling proposition was 
this: For $14,500 Vitalink would pro- 
vide a box that enabled customers to 
do what would otherwise have re- 
quired a dedicated minicomputer 
costing $25,000-plus. Boeing, Merrill 
Lynch, Dow Chemical and GE Appli- 
ance Corp. are among those now us- 
ing Vitalink's bridges to link comput- 
er systems at different locations. 

Ticketron uses Vitalink bridges to 
create a wide area network for the 
Florida lottery connecting over 5,000 
retail outlets. Numbers punched in at 
a candy store's terminal travel over 
telephone lines to computer proces- 
sors at one of five nearby centers in 
Miami, Orlando, Tampa, Gainesville 
or Tallahassee. The processors are 
linked in a ring using a single high- 
capacity leased telephone line. 

The system receives lottery num- 
bers, compresses them into packets of 
data and transmits them cheaply at 
high speeds through the ring to a 
mainframe computer in Tallahassee. 
In addition to avoiding breakdowns 
due to accidently severed cables, 
Ticketron is now saving over $3 mil- 
lion a year in communications costs. 

Though currently a small market— 
an estimated $60 million in 1988— 
the wide area network business is 
growing by over 50% a year. That 
growth is fueled by the $3 billion local 
area network market, which itself 
continues to grow at over 35% a year. 
As more and more computers, espe- 
cially office pes and workstations, be- 
come networked, there is growing 
need to link such local networks 
among different locations in a city or 
among different cities. 

Within a year of shifting from satel- 
lites to networking over phone lines, 
Vitalink had turned profitable. Last 
year it earned $9.4 million on $37 
million in revenues. Last year, too, it 
went public. Unlike most initial pub- 
lic offerings, Vitalink's recent over- 
the-counter stock price of 163A is 
nearly double the initial offering 
price. Archuleta's stake in Vitalink is 
now worth $8.7 million on paper. 

Vitalink is the leader in wide area 
bridging, with over half the market for 
the popular Ethernet local area net- 

ork. Computer vendors like Digital 

Equipment, Hewlett-Packard, Sun 
Microsystems and Control Data are 
promoting Vitalink's bridges. (Nearly 
a third of Vitalink's sales of $37 mil- 
lion last year were made by DEC'S 
salesmen.) Says Archuleta: "The com- 
puter companies see us as a useful ally 
because our bridges help them sell 
more computers." 

Vitalink is gradually broadening its 
scope. After securing a foothold with 
DEC customers, last year Vitalink en- 
tered the enormous IBM market. That 
required adapting the bridging hard- 
ware to run on IBM'S token ring tech- 
nology. Here, as in the Ethernet mar- 
ket, competition is intensifying. In 
token ring technology, for example, 
IBM is pushing its own bridging prod- 
ucts and is the market leader. 

Market niches tend to be short- 
lived these days and Vitalink's may be 
no exception. Even in the Ethernet 
market, where Vitalink is the leader, 
things are getting a bit crowded. Two 
highly successful communications 
firms—3Com, the local area network 
supplier, and Network Equipment 
Technologies, a data multiplexer out- 
fit (FORBES, Feb. 6)—both see the bridg- 
ing market as a way to expand. But 
after what his company has already 
been through, Archuleta is not pan- 
icked. Says he, "We have an installed 
base of about 7,800 bridges. Compa- 
nies don't throw away things that 
work. Besides, we set the standards 
while our competitors play catch-up. 

"Of course, we also stay one step 
ahead." ■ 

Miniaturization of electronics has been a 
boon to computer users. But it means that 
manufacturers continually have to reposi- 
tion themselves in the market. 

Is that 
a supercomputer 
in your pocket? 

By David Cfanrbock 

"I'M A BIG BELIEVER in the future of 
coat-pocket computers," says Mark 
Eppley, founder and president of Trav- 
eling Software, "but I don't want to 
manufacture them." Eppley, whose 

Gebhard Krewitt, Visum 

Traveling Software's Mark Eppley 
Battery-powered programming. 

privately held company in Bothell, 
Wash, racked up $10 million in sales 
last year, aims to profit from the min- 
iaturization of electronics without 
taking the manufacturer's risk of 
overnight obsolescence. His firm sells 
programs that handle such chores as 
hooking up a laptop personal comput- 
er to a hotel phone or transferring data 
between a user's laptop and his desk- 
top computer. It's also the only firm 
selling software for the Sharp Wizard, 
an 8.2-ounce computer of sorts that is 
rapidly replacing—at 110,000 units 
per month in Japan alone—pencil- 
and-paper diaries for executives. 

Traveling Software's market didn't 
exist a few years ago but is sure to 
grow. Dataquest, the San Jose, Calif, 
market research firm, estimates that 
820,000 battery-powered computers 
will be sold in the U.S. this year— 
counting only machines at least as 
powerful as an IBM-PC, and thus ex- 
cluding the Wizard and similar de- 
vices. Dataquest projects sales of 2 
million  battery-powered  computers 
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XL he new COMPAQ DESKPRO 286e. 
Further proof that what's on the outside, 

COMPAQ" is a registered trttbraa rV 01 Compaq L ••lion 'Registered US Patent and TYademurk Office   "1989 Compaq Computer Corporation. All rijhH reierved. 



says a lot about what's on the inside. 
Compaq has earned a reputa- 

Dn for building the most powerful 
id reliable per- 
>nal computers 
i the world. 

Credit this to 
le engineers at 
ompaq who work 
i make sure that 
>u have the exact 
)mbination of 
atures needed to 
) your job. And do it better. 

The new COMPAQ DESKPRO 
}6e is the latest personal com- 
iter to prove this point. 

It brings a 12-MHz 286 
icroprocessor together with a 
ng list of integrated features. 
11 in a compact package that 

. kes on the latest applications, 
' ithout taking over your desk. 

Start with high-performance 

You'll see things in a 
built-in high-speed 

I « expansion slots give you room to grow: 
' r high-speed memory, and four for 

I <usands ofindustry-standard add-ins. 

j iih-in VGA graphics. It gives 
j u higher resolution and sharp- 

trast, so everything from 

text to graphics is easier to read. 
It also gives you the capability to 

display up to 256 
colors simultane- 
ously on a VGA 
monitor. 

We know you 
have lots on your 
mind. That's 
why one mega- 

b'etterlightwith     byte of memory 
VGA graphics.      is standard and 

can be expanded to 13 megabytes 
using a separate high-speed mem- 
ory expansion slot. So you can 

Built-in interfaces mean you can 
connect a mouse, printer, 

modem or other tools with- 
out taking up a slot. 

Facklejust  "\.  about 
anything you want 

Need room to grow? Four 
industry-standard expansion slots 
let you add extra capabilities to 
do things like swap information 
with other PC's. Vfork 
over the phone. Even 
get on speaking terms 
with a mainframe. 

The COMPAQ 
DESKPRO 286e 
Personal Comput- 
er also allows 
you to use up 

to four internal storage devices, 
choosing fast 110-, 40-, or 20-MB 
fixed disk drives, both 51/*- and 
3V2-inch diskette drives, as 
well as tape drives. 

Simply translated, the COMPAQ 
DESKPRO 286e has the features 

You '11 get the flexibility to use 
oth5l/4-and3'/2-inch 
diskette drives, along 

with a wide variety 
of fixed disk drives 

and tape drives. 

and compatibility to 
easily run the spread- 
sheets, reports and 
other work you do. 

And it can just as easily run on a 
network, so you can share your 
ideas with everyone. 

It's this kind of attention to 
detail that's made 

the COMPAQ ^^^ name unparal- 
leled for quality      ^^reliability 
and performance. 

That about covers it. 
Inside and out. 

For a free brochure on the 
COMPAQ DESKPRO 286e 
and the location of an Autho- 
rized COMPAQ Computer 

Dealer near you, just call 
^00-231-0900, Operator 

92. In Canada, 1-800- 
263-5868, Operator 92. 

camPAa 
jly works better. 



Pay for performance 
Today's workstation packs the power of a supercom- (the Poqet pocket computer won't appear until later 
puter of not long ago, and today's supercomputer will this year), the costliest machines are at either end of the 
presumably be overtaken someday by a desktop prod- performance spectrum. But don't forget that supercom- 
uct, too. In this lineup of currently available models puters and PCs accomplish very different tasks. 

Cray Y-MP 
Alliant 
FX-80 

Sun 4 
Model 110 PC clone' Poqett 

Price $24,000,000 $653,000 $19,950 $600 $2,000 

Mean speed in flops? 17,600,000 1,860,000 456,000 7,000 2,000 

Price per flop $1.36 $0.35 $0,044 $0,086 $1.00 

•With 8087 coprocessor. tProjection from outside sources. tHarmonic mean performance in floating-point operations per second, based on the Lawrence 
Livermore Loop test. This measurement tends to disadvantage vector machines, such as the Cray and the Alliant, which handle entire columns of numbers in 
big gulps. Sources: Frank McMalion, Laurence LU<ermore National Laboratory; the companies; FORBES. 

Comp/Comm 
in 1993. And those gadgets will get 
ever more powerful. 

"These will be the Dick Tracy de- 
vices of the future," says the ebullient 
35-year-old Eppley as he reaches in- 
side his jacket for what looks like a 
plastic billfold. "Imagine the day 
when I'll be able to sit on an airplane 
taxiing down a runway, flip this open, 
talk into it, press a button and zap 
some voice-mail back to the office as 
easily as making a phone call." 

Eppley opens the billfold to reveal 
the Wizard's keyboard and screen. 
Right now there are two drawbacks to 
the $300 computer. Its tiny, alphabet- 
ically arranged keyboard requires 
hunting and pecking with a pencil tip. 
The screen is about the size of a credit 
card, okay for an address and phone 
number but not suitable for studying 
financial projections. 

Software is another drawback. Be- 
sides the built-in functions that in- 
clude a memo writer and a 700-name 
address  book,   Eppley  sells  a  date- 
book/cxpcnse-account   manager   on 
small $119 cards. The device isn't 
powerful enough to run the familiar 
disk operating system |DOS] of desk- 
top computers. But it can dump the 
data into a larger machine that does. 
Thus,  an owner of a  Wizard  who 
wants to transfer his expense account 
to his PC can do so by connecting a 
cable between the two machines and 

ig the appropriate files with a 
'ltd Wizard PC Link. Trav- 

sv jrc sells the cable plus the 
•     'or $149. 

I's deficiencie   will be 
overcome in the next feneration of 
pocket  computers—next  generation 
meaning a year younger.  Later this 
year, a Sunnyvale, Calif, startup, Po-' 

qet Computer, will introduce a $2,000 
IBM-compatible machine the size of a 
VHS videocassette. It will have per- 
haps 640K of memory, some form of 
removable data storage and a larger 
keyboard than the Wizard, a bit 
cramped but with a typewriter setup 
for touch typists. It will have about 
one-third the number-crunching pow- 
er of a PC with a mathematical co- 
processor (see table). 

"Pocket computers will leave the 
world of gadgets if large corporations 
begin to supply them to all of their 
people on the road," says David Mar- 
shak of Patricia Seybold's Office 
Computing Group, a consulting firm 
in Boston. "These could become truly 
portable offices if they could hook 
into the corporate network or the 
user's office PC." 

Here's another market, as seen by 
Timothy Bajarin, of Santa Clara-based 
Creative Strategies Research Interna- 
tional: "The notion of having a pocket 
computer for note-taking and access- 
ing a lot of information will appeal to 
students—if the prices come down." 

The traditional laptop—a 6-to-15- 
pound equivalent of a desktop PC— 
has been shrinking for years, down to 
about 4 pounds and the size of a note- 
book. Those laptops, made by every- 
one from Toshiba to Zenith, are popu- 
lar for the simple reason that they run 
the same software their owners use in 
the office, with keyboards the same 
size as a regular PC'S. Today, as the old 
complaints about dim screens ("How 
do you know it's on?" used to be a 
common insult) and short-lived bat- 
teries are answered with new technol- 
ogy, laptops are being marketed as 
machines that shuttle between office 
and home in a briefcase. Back at the 
office, a docking station from Com- 
paq or NEC with permanent disk stor- 
age, a bigger screen, a printer and oth- 
er peripherals receives the laptop 
without a lot of fumbling for screw-on 

plugs. Buy one docking station for the 
office, one for home, and you shuttle 
between them with a laptop. 

The inexorable march of technol- 
ogy toward smaller, faster and less 
expensive components is a godsend to 
users but unsettling for manufactur- 
ers who invest in the design of a pow- 
erful machine or peripheral only to 
see it quickly overpowered and under- 
priced by a competitor's product. 
Consider, for example, hard disks, the 
permanent storage medium for desk- 
top machines. In a laptop computer a 
hard disk is an expensive accessory 
that drains batteries at a fast rate. 
Now recent advances in semiconduc- 
tor memories have resulted in static 
random access memory chips holding 
4 megabytes of data each, which is 11 
times the capacity of the floppy disks 
that went with the original IBM PCS. 

These static RAMS retain their memo- 
ry when the computer is turned off, 
provided there is a small amount of 
battery charge to keep the data alive. 
Static RAM chips are expensive now 
but likely to become cheap enough to 
threaten laptop hard disks. 

The shrinkage of computer prices is 
equally threatening to manufacturers 
at the other end of the spectrum. 
Frank McMahon, a scientist at the 
Lawrence Livermore National Lab- 
oratory in Livermore, Calif, who in- 
vented the Lawrence Livermore Loop 
test used to measure the horsepower 
of computers, puts it this way: "The 
308IK mainframe, IBM'S most power- 
ful until the introduction of the 3090 
in 1986, ran at 2.5 megaflops [millions 
of floating-point mathematical opera- 
tions per second] and cost over $2 
million. Now, for $15,000, you can 
buy a workstation rated at 2 mega- 
flops with 8 megabytes of memory 
and a 325-megabyte bard disk." 

Sounds like Mark Eppley has the 
right idea on how to survive. 
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Companies are finding 
some innovative ways to 

use computers. 

<3 
•8 

I 

Over the past fifteen years, 
billions of dollars nave been inves- 
ted in new information systems. 
And yet, productivity in many 
industries has actually declined. 

It would seem that the real 
challenge isn't making technol- 
ogy work. Ifs making technology 
work with people. 

Andersen Consulting has 
been solving exactly these kinds 
of problems for over thirty years. 
Ever since we designed and in- 
stalled the first commercial 
computer application in 1954. 

We've merged technological 
and business skills into a prag- 
matic real-world approach. 

So we don't care how well a 
computer performs in a lab. We 
care how it performs on a desk. 

ANDERSEN 
CONSULTING 

ARTHUR ANDERSEN & CO. 

Where we go from here. 





History is full 
of giants who 
couldn't adapt 

In the history of telecommunications 

AT&T has long been the giant. But recently the 

environment has changed. As a result of today's 

open marketplace, for the first time, the giant is 

facing real competition. 

We're ITI, and we're among the fastest 

growing companies in the telecommunications 

industry. In the past, when only one company 

could provide long distance operator services, 

you received whatever they chose to provide. 

Now, ITI offers you a whole new world of 

innovative operator services, while the giant 

continues to lumber along. 

Unlike the giant, we can respond to your 

special needs quickly and efficiently. That 

means when you need multilingual operators, 

we have them now. When you need message 

forwarding, we offer it now. We listen. And we 

are committed to keep listening. 

So whenever you choose an operator 

services company, remember: size isn't 

everything. In the end, it's the smarter, quicker 

guy that prevails. That's how evolution works.  ^^^  

M M. m Welisten. 
INTERNATIONAL TELECHARCE, INC. 



Just-in-time manufacturing is standard 
procedure in many industries. But not in 
computer software. How come? Because of 
an accounting gimmick that is... 

Software's dirty 
little secret 

By David Ctaurbuck 

IN COMPUTER SOFTWARE, yOU Can't 
always judge a company merely 
by looking at its revenues. On 

Wall Street, analysts are regularly 
confounded by this anomaly. In 
March, for example, Goldman, Sachs 
analyst Richard Sherlund chopped his 
estimate for Ashton-Tate's current 
earnings by 15%, to $2.05 a share. 
How come? An accounting gimmick 
had backfired. Last year, when Ash- 
tonTate needed to make its financial 
results look good, it shipped a lot of 
software. It did this by offering deep 
discounts to distributors and record- 
ing the revenue when the software 
left the loading dock. 

To industry types, this practice, 
termed channel stuffing, is a very nice 
way to manage quarterly earnings. 
But there's a catch. Eventually the 
distributors have to sell their inven- 
tory to paying customers. Some dis- 
tributors are beginning to feel the 
strain of bloated inventories on their 
balance sheets, and are waiting before 
buying more. Thus, a sales gain one 
quarter can boomerang the next. 

Some retailers would prefer to sell 
software on consignment. This would 
crimp the accounting gimmick be- 
cause the sales couldn't then be 
booked until the merchandise moved 
to consumers. If the retailers get their 
way, just-in-time inventory would re- 
place the present hit-or-miss system. 
Software would be electronically dis- 
tributed directly to stores. Actually, 

a old idea that has—until recent- 
■ plagued by technical prob- 

■ pie have tried transmitting 
over phone lines, but that 

proo , prone to errors and 
expensive. Others suggested install- 
ing $250,000 minicomputers in stores 
that would duplicate software, but 
that idea was too expensive. 
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Now comes Nahum Rand, 52, an 
engineer with a better idea. The 
founder of On Demand Systems, Inc. 
of San Francisco, he has experimented 
with several schemes to take the load- 
ing dock mentality out of software 
distribution. Rand's idea: Have the re- 
tailer manufacture software in his 
own store when it's needed by copy- 
ing the desired program onto a dis- 
kette from a library of programs con- 
tained on a compact disc supplied by 
On Demand. The whole procedure 
can be handled using personal com- 
puters, CD-ROM players, floppy disk 
drives and modems. 

Here's how it works: You need soft- 
ware to manage your bowling team's 
mailing list. First, you go to the On 

Comp/Comm 
Demand computer in the store, an- 
swer a few questions and get a list of 
programs that do "mailing lists." 
Chances are there are more titles on 
the list than the retailer was able to 
stock in inventory before. Next, you 
pick a program and a salesman makes 
a copy on another PC that's hooked up 
to the CD player. Then, the salesman 
walks into the back storage room and 
picks out the program instruction 
manual and documentation. 

Every night, On Demand's comput- 
er polls all the retail pes to get sales, 
invoice the retailer and remit to the 
softwaremakers after the retailer 
pays. To ensure that software is up-to- 
date, On Demand ships out new CDS 
every few weeks. No more channel 
stuffing. 

Sound good? Try convincing the big 
PC software houses—Lotus, Ashton- 
Tate and Microsoft. Why should they 
switch to selling on consignment 
when distributors are only too happy 
to help them meet their sales projec- 
tions? "The reason there is channel 
stuffing is so the vendors can make 
their quarterly numbers," explains 
Morton Rosenthal, chairman of Cor- 
porate Software, a Westwood, Mass. 
software distributor (1988 revenues, 
$92 million). "This system won't help 
them make those numbers." 

No surprise, then, that On Demand 
has barely signed up 40 retailers since 
it started shipping this system in Feb- 
ruary. Privately held On Demand's 
revenues in March were $60,000, and 
it expects to lose $3 million in startup 
costs this year. However, these retail- 
ers seem to like the system. Says Ed 
Steckler, owner of the Minot, N.D. 
ComputerLand: "We definitely have 
seen an increase in sales because of an 
increased number of selections." 

Of course, not even On Demand 
can avoid the need for retailers to con- 
tinue to stock lots of boxes—albeit on 
consignment. "What's the gain in 
manufacturing the disk at the point of 
sale if you still have to stock the man 
uals?" asks Jeffrey Tarter, publisher of 
Softletter, a software industry newslet- 
ter. "It's a terrible idea." 

But Nahum Rand isn't budging in 
his crusade to defeat channel stuffing. 
"It's just a matter of time," he says. 
"We make sense, and it's difficult to 
stop progress." Maybe, but a good idea 
isn't always enough to change a sys- 
tem that's made a lot of money for a 
lot of successful folks. 

Sieve lohnxm 
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Yodre bidding against the 
biggest firms in the city 
Better do it on an HP LaserJet. 

When it counts, there is 
only one. The Hewlett- 
Packard LaserJet Series II 
printer. Nothing else 

prints customized forms 
that make you look quite 
this good. Or your bid 
look quite this attractive. 

CaU 1-800-752-0900, 
Ext. 783C for an autho- 
rized HP dealer near you. 

ra S EWLETT 
PACKARD 

Documents created using JetForm software by Indigo Software, Ltd. and Hewlett-Packard LaserJet Series II printer. 
C1989 Hewlett-Packard Company    PE12902 
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e & Technology 
Edited by Gary Slutsker 

A new technology is going to help oilmen 
get at more oil That's good news for the 
stricken U.S. oil exploration industry. 

Lateral thinking 

By Toni Mack 

ALL THE BIG, EASY POOLS of Oil in 
the U.S. are already plumbed, 

i and low prices rule out tapping 
much more of the hard-to-get-at stuff. 
Understandably, oilmen are spending 
more and more of their exploration 
budgets abroad. U.S. reserves have 
fallen 30% below the 1971 high, to 27 
billion barrels. Today we import 45% 
of our oil, up from 32% in 1983. 

Now comes some good news: a new 
technology called horizontal drilling 
that will help oilmen get at more oil. 
It's a way of going straight down and 
then curving off 90 degrees to one 
side, to get at more of the oil-laden 
layer of rock known as the "pay 
zone." Some 200 horizontal wells 
were drilled worldwide last year, a 
number that should double in 1989. 
By the year 2000, 25% of the 50,000- 
odd wells drilled in the free world 
each year will be horizontal, many in 
the U.S., reckons William Maurer of 

Houston's Maurer Engineering, an en- 
gineering firm conducting a 70-com- 
pany study of horizontal drilling. 

Why are horizontal wells useful? 
They expose the well bore to more of 
the pay zone and so produce oil faster 
(see diagram). That makes some pros- 
pects profitable that otherwise 
wouldn't pay. Some vertical wells 
that are almost exhausted can be re- 
drilled with horizontal extensions to 
produce more oil. In addition, hori- 
zontal wells can solve another annoy- 
ing problem for oilmen, in which wa- 
ter or natural gas seeps into the oil- 
bearing zone. Horizontal drilling 
prevents this problem—called con- 
ing—and lets you extract more oil. 

Meridian Oil, a subsidiary of Bur- 
lington Resources, drills horizontal 
wells in the Bakken formation of the 
Williston Basin, some 10,000 feet be- 
low the surface of North Dakota and 
Montana. The Bakken is thin, but it's 
widespread—some of Meridian's 
wells travel 3,000 feet or more side- 

Drilling sideways 
Oil is getting scarce enough that 
drillers are getting very creative 
in extracting it. Hence, horizon- 
tal drilling. In thin formations a 
horizontal well taps far more oil 
than a vertical one would. In a 
vertically fractured formation, a 
vertical well might hit one oil- 
filled fracture, but a horizontal 
well will intersect many. Hori- 
zontal wells are also less likely 
to suffer coning, the contamina- 
tion of oil with water or gas. 

ways,   with Vi-inch-diameter drill 
pipes threading their way through a 
pay zone as thin as 3 feet, 2 miles 
below ground!. And the Bakken is frac- 
tured. Oil travels more easily along 
fractures, s<^ a horizontal well that 
intersects vertical fractures produces 
oil faster. 

First Boston figures that Meridian 
spends $1.2 million on each horizon- 
tal well, versus $900,000 for a vertical 
one. But one horizontal vrell now pro 
duces an astounding three times as 
much oil as the two vertical ones Me 
ridian would |otherwise iiave used in 
the same area1. At an oilijirice of $15 a 
barrel, the [horizontal ■' veil returns 
50% aftertax! the verticil wells, less 
than 10%. Meridian should be able tc 
extract at least 100 million barrels o: 
otherwise   inaccessible  Bakken   oil 
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f "The word is...this Canon NP4835s 
expandability fits our productivity needs. 

If you're a growing company. Canon has a copier that is just your size.The 
NP4835. A new generation of 35 cpm copier that integrates the productivity 
of high-volume document-feeding and stapler-sorter units with time-saving 
functions like digitally stamped and numbered pages. A combination that not 
only lets you create better reports and presentations, but lets you produce 
more of them as well. A lot more, thanks to the NP4835's dual front-loading 
paper cassettes and options like adding two additional 500 sheet cassettes or 
a 2000 sheet paper-deck. 

If your business needs are constantly growing, look to the copier that was 
made to grow with you.The Canon NP4835. It's not just a new copier. It's a new 
standard in copiers. /■ 

Canon 
NP4835 
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worth at least $700 million today. 
A few new twists distinguish hori- 

zontal drilling from an older "direc- 
tional" or slanted drilling technique 
that has been around for decades. In 
the early days of the oil business, wily 
oilmen used slanted wells to poach 
their neighbors' oil. Nowadays off- 
shore wells veer off nearly three miles 
away from a stationary platform, at an 
angle up to 70 degrees from the verti- 
cal. But it wasn't until the late 1970s 
that companies like Elf Aquitaine, the 
big French concern, Atlantic Rich- 
field and Eastman Christensen, then 
part of Texas Eastern, went to work 
on drilling wells at 90 degrees. "It 
seemed like a crazy idea at the time," 
says Jacques Bosio, Elf Aquitaine's di- 
rector of R&D. "People have to change 
their thinking by 90 degrees, too." 

In the drilling of an ordinary well, a 
rotary gear on the drilling rig turns a 

rigid string of drill pipe that extends 
deep into the earth. That system 
wouldn't work for most horizontal 
wells: Rotating ordinary pipe through 
the curve would destroy it. Horizon- 
tal drillers use tricks to circumvent 
this problem, one being to keep the 
drill pipe stationary and mount a mo- 
tor above the drill bit to turn the bit. 
The motor is a slim cylinder with 
blades or a corkscrew-like shaft in- 
side, hydraulically powered by drill- 
ing mud. (Mud, forced down the drill 
pipe and back up the hole around the 
outside of the pipe, is a necessary part 
of any well drilling: It clears out the 
cuttings.) As for making the well go 
sideways, a slight bend in the motor 
housing or in a short section of pipe 
above the motor causes the bit to veer 
in the intended direction. 

"To get the bit into the formation 
and keep it there is tricky," says Rob- 
ert Hirsch, vice president of Arco Oil 
& Gas. To assess a sharply curved 
well's path, all the drilling equipment 
has to be taken out of the hole and a 
surveying instrument lowered. For 
medium-curved wells, drillers use a 

measurement-while-drilling system, 
inserted above the motor, that trans- 
mits data back to the surface. 

The special equipment and the ex- 
tra length make horizontal wells a 
good deal more expensive than verti- 
cal ones. The first wells in a forma- 
tion may cost twice as much, with the 
cost falling to 30% more as drillers 
become familiar with the formation. 
The extra dollars go into the pockets 
of oil service companies like Baker 
Hughes, Smith International and 
Eastman Christensen, jointly owned 
by Texas Eastern and Norton Co. 

Oilmen are becoming believers. Elf 
Aquitaine drilled its first horizontal 
well in Italy's billion-barrel Rospo 
Mare field in 1982. "It was an amaz- 
ing success," says R&D director Bosio, 
adding that the well produced five 
times as much oil as a nearby vertical 
well and is capable of producing 20 to 
30 times as much. 

A big beneficiary of all this, Burling- 
ton Resources, is a Seattle-based pipe- 
line and natural resources company. 
Shrewd Hugh Liedtke's Pennzoil 
owns 8% of the shares. 

If there's a tulip 
craze, sell trowels 
Detached observers are laying odds 

against the validity of the desk- 
top fusion discovered at the Universi- 
ty of Utah. But two down-to-earth 
scientists-turned-businessmen aren't 
waiting for the fusion millennium. 
Vince Avona and Roger Schwind arc 
cashing in on the craze now. 

Isotec, their little Miamisburg, 
Ohio specialty isotope and gas compa- 
ny, is shipping superior-grade heavy 
water just as fast as they can pour it 
into beakers—at up to $495 a kilo- 
gram. Heavy water is water contain- 
ing deuterium, a hydrogen isotope 
whose nucleus contains a neutron in 
addition to the usual lonely proton. 
Deuterium atoms are supposedly fus- 
ing to release the energy produced in 
the Utah experiment. 

When the news about cold fusion 
broke, Isotec began receiving frantic 
phone calls and faxes with orders for 
heavy water. Not wanting to miss 
what could be a one-shot spurt in de- 
mand, Avona placed an ad in the Wall 
Street Journal listing a toll-free tele- 
phone number. "We were just happily 
doing our own thing, until these guys 
Pons and Fleischmann came out with 
their announcement,'' says Avona. 
"All of a sudden we started to get calls 
coming out the kazoo, from all over 
the world." One group or lapanese 
researchers ordered 45 kilograms. 
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Isotec's Scbwind (left) and Avona 
Suddenly, a rush of frantic calls 
and faxes for heavy water. 

Heavy water's chief use is in cool- 
ing systems for nuclear reactors. In 
addition, deuterium also has uses in 
medical testing and replaces hydrogen 
in chemical solvents. Though the 
stuff is not radioactive and can be 
shipped in the U.S. without a license, 
heavy water is useful in reactors that 
produce plutonium for bombs. Conse- 
quently, it can be exported only to 
signers of the Nuclear Nonprolifera- 
tion Treaty. 

If cold fusion actually works, the 
supply of deuterium found in the 
world's water is virtually unlimited. 

Then why is it so expensive? Only 
one atom in 7,000 of the hydrogen 
atoms in ordinary water is heavy. The 
distilling process required to produce 
pure deuterium is complicated and 
costly. At present, there are only three 
sources of heavy water in the Free' 
World: Atomic Energy of Canada Ltd., 
Ontario Hydro and Norsk Hydro in 
Norway, none of which is interested 
in selling by the beaker. 

In 1986 Isotec obtained exclusive 
rights to sell in the U.S. heavy water 
produced by Atomic Energy of Cana- 
da. The going price for a 220kg barrel 
of medium-pure heavy water is 
$66,000. Isotec in turn can sell it in 
1 kg quantities at $350 each, yielding a 
tidy profit of $11,000 per barrel. 

Avona and Schwind formed Isotec 
in 1979 after working together at a 
U.S. government lab on isotope sepa- 
ration techniques for nuclear power. 
Isotec sells gases and isotopes to bio- 
medical and semiconductor custom- 
ers. Three years ago the partners sold 
Isotec to publicly held UGI, a Pennsyl 
vania natural gas utility. 

In the weeks following the Pons/ 
Fleischmann news conference, fren- 
zied investors bid up the price of pal 
ladium and lithium, metals used in 
the cold fusion experiment at the Uni 
versity of Utah (see p. 161). Those 
commodities players could get hosed, 
but UGI will have made some nice 
profits either way.—Ronald Bailey 
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"We call it a skin, this big sheet of aluminum that lines the inside of the 
; Delta rocket. 

The specifications say I've got five thousandths of an inch leeway in 
cutting out these triangular pockets on its surface. But I like to get closer 

; than that. 
So before I load the skin on to my machine, I go over the whole table 

with a polishing stone. Then I check the numbers after every cut and make 
■ adjustments as I go. That way I hold my tolerances tighter-to plus or 
minus three instead of five. 

There's a guy down the line that has to do his job with the skin I 
make. I'm just making sure he can rely on me. He's doing his job the same 
way. That's the best way-maybe the only way-to build reliability into 
3UT rOCketS."        ~Joe Ha&Delta Rocket< Numerical Control Machine Operator 

'■ 

MCDONNELL DOUGLAS 
A company of leaders. 



Marketing 
Edited bv Joshua Levine 

Costs are leading more agencies to rely on 
qualitative rather than quantitative ad re- 
search. But maybe you get what you pay for. 

Desperately 
seeking 

"Jeepness" 
REMEMBER THE engaging Ameri- 

can Express Card television 
spot in which an obviously 

successful working woman, attache 
case in tow, breaks in her new green 
card by taking her equally high- 
powered husband out to dinner? 

We liked it. But Ogilvy & Mather, 
the AmEx advertising agency that 
produced it, soured on the whole 
premise. After reviewing its latest 
market research, Ogilvy decided that 
its glorification of overachievers in 
advertising was making a lot of folks 
feel second-class. 

How, you may ask, did the agency 
know this? It regularly asks consum- 
ers to imagine themselves as products 
or to imagine themselves talking to 
products that Ogilvy pitches. This re- 
search told Ogilvy that some people— 
obviously those who are somewhat 
easily intimidated—are put off by the 
American Express Card. "You're not 
really my type—you can't keep up," 
one test subject imagined the card 

sneering at him. 
Result? American Express commer- 

cials began sporting a more laid-back 
crew of cardholders. Still handsome, 
still elegant, but in more relaxed set- 
tings—two people off on a spontane- 
ous vacation, for instance. 

"In an age when most products do 
the same thing, the emotional rela- 
tionship is the only thing that gets 
people to pay a premium for a particu- 
lar brand," says Max Blackston, head 
of Ogilvy & Mather's research and 
planning department. 

Most advertising agencies agree. 
New York City's Campbell Mithun 
Esty, for example, sent an anthropolo- 
gist to Detroit to spend a week chat- 
ting with some five Jeep owners. He 
wasn't asking them about accelera- 
tion, traction or durability. The re- 
searcher was after "the expressive 
properties of the material goods"—an 
elusive quality Campbell Mithun 
Esty calls "Jeepness." 

The agency declines to reveal the 

&'" 

results of that inquiry, but its research 
for Prince, a new cigarette now being 
test-marketed and distributed in this 
country by Brown & Williamson, 
shows how the process works. 
Prince's Danish management needed 
a crash course in the American con- 
sumer. So Esty dispatched two of its 
researchers to Little Rock, Ark., 
where the brand is being test-market- 
ed. Their assignment was to inter- 
view blue-collar males between the 
ages of 21 and 35—the target market 
for the brand, since its strong tobacco 
and flavor are more likely to appeal to 
those smokers. 

The ad agency hired a local focus 
group recruiter to round up 12 sub- 
jects—"blue collar, but articulate 
enough to say more than 'yup' and 'I 
dunno' "—one researcher recalls. It 
wasn't easy. The research happened 
to coincide with the first weekend of 
deer-hunting season. Many of the 
prospects turned down the offer of $50 
for two to five hours of conversation 
and photographs and took to the 
woods instead. 

Finally, the agency found nine in- 
terview subjects. Back in New York, 
the findings emerged: Blue-collar, Ar- 
kansas males were poor, sexually 
frustrated and feeling hemmed in, to 
which they responded by getting to- 
gether in groups and lighting up. 
Hence the Prince advertising theme, 
"Make your move," a phrase one re-, 
searcher described as a "call to action 
to reassert control over their lives." 
The total research cost: around 
$10,000. 

Psychosociological research—so- 
called qualitative research—is quick 
and relatively cheap, and that's the 
main reason we're seeing more of it 
these days. Talking to a lot more peo- 
ple, a moderate-size "attitudes and 
usage" survey of 800 to 1,000 respon- 
dents, say, might run as high as 
$100,000. 

The more expensive quantitative 
studies have long been a staple in ad- 
vertising research, used to find out 
whether the insights of anthropolo- 
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Solid profit growth. Year after year. 

. 

The published profit 
attributable to the share- 
holders of The Hongkong 
and Shanghai Banking 
Corporation has risen each 
year for over 20 years. 

Main points of the 1988 
results: 
• attributable profit up 19.7 % 

to HK$4,300 million 
(US$551 million) 

• earnings per share up 15.5 % 
• total dividends up 16.7 % 
• one-for-ten capitalisation 

issue proposed for 1989 

Together with its subsidiaries 
and associates, The Hongkong 

and Shanghai Banking 
Corporation ranks among the 
30 largest banking groups in 
the world. Listed on stock 
exchanges in Hong Kong and 
London, its shares are held 
by over 185,000 shareholders. 
The HongkongBank group 
has more than 1,300 offices 
in some 50 countries and a 
staff of over 52,000. 

For a copy of the 1988 Annual 
Report, please write to 
Department A2, The 
Hongkong and Shanghai 
Banking Corporation, 5 
World Trade Centre, New 
York, NY 10048, USA. 

HongkongBank 
The Hongkong and Shanghai Banking Corporation 

Marine Midland Bank • Hang Seng Bank 
The British Bank of the Middle East • HongkongBank 

of Australia • Hongkong Bank of Canada 

Wardley • James Capel • CM&M 
Equator Bank 

Cariingford and Gibbs Insurance Groups 

Fast decisions. Worldwide. 
CONSOLIDATED ASSETS AT 31 DECEMBER 1988 

EXCEED US$113 BILLION 



campaign, which featured extremely    search. It ran for just 24 weeks, and 

A Broun & Williamson ad 
Taking shortcuts. 

gists, sociologists and assorted 
shrinks based on a small sample can 
be reliably applied to the consuming 
public generally. But it's getting more 
common to make decisions about 
campaign strategy without them. To 
verify its Prince cigarette findings, 
Esty followed up, not with a big quan- 
titative study, but with another focus 
group back in Little Rock. 

Hammering out campaign themes 
is a complex business, of course, with 
all manner of sources and data playing 
a role, not least client preferences and 
even whims. But classic consumer re- 
search is an essential element in any 
major campaign. It could well be, 
then, that if Prince should make it 
into national distribution, what plays 
in Arkansas will have a major role in 
deciding what should play elsewhere. 
"You have a week, so you take short 
cuts," says an Esty researcher. "Of 
course it troubles me, but I'm prag- 
matic enough not to fall on my sword 
about it." 

Even academics who support social 
science research in advertising take a 
dim view of that research style Says 
John Sherry, an anthropologist and 
professor of marketing at Northwest- 
ern University's Kellogg School of 
Management: "Most anthropologists 
aren't comfort ible making generaliza- 
tions unti5 they vc been in the field at 
least a y 

C i    v fielded a novel 
campaign for Reebok footwear, re- 
| lete with m   g fairies and balle- 
rinas and quotatu i, from Ralph Wal- 
do Emerson. This * s the now infa- 
mous    "Reeboks    L<      U.    B.    U." 

odd types and situations—a ballerina 
in a tutu, for instance, vacuuming a 
carpet on her front lawn. It was a $35 
million television and print campaign 
that owed much to Chiat/Day's re- 

died a quiet death. 
There is no guarantee that a large 

confirmation study would have 
headed off this flop, but you have to 
wonder.—J.L. 

Yesterday's flea market is today's outdoor 
mall, selling everything from telephone ser- 
vice to imported cars. It adds up to at least 
$5 billion a year. 

"We take a bite 
out of everybody" 

By Ralph King Jr. 

ROBERT TELLER'S 60-acre Orange 
County Marketplace is the 
hottest retail extravaganza in 

the country. More than 1,000 mer- 
chants, including names like Sears, 
Roebuck and MCI Communications, 
and 15 food outlets, will draw some 
4.5 million paying customers this 
year. Which, for crowd appeal, puts it 
just ahead of the Universal Studios' 
Hollywood attraction and nearby 
Knott's Berry Farm. 

Part carnival, part discount store, 

Teller's Marketplace may well be the 
most successful of the new breed of 
modern flea market, or swap meet, as 
it's called in California. There are 
roughly 3,500 such retail agglomera- 
tions nationwide and perhaps a dozen 
huge ones like Teller's that bring in 
up to 100,000 shoppers on nice week- 
ends. South Coast Plaza, with 8 de- 
partment stores and nearly 300 of the 
finest specialty retailers, in Costa 
Mesa, a few miles away from Teller's 
bazaar, averages only 60,000. 

"We create a happening," says Tell- 
er. "People are looking for outdoor 

Wavne Shimabukuro 

Orange Count)' Marketplace in Costa Mesa, Calif. 
More paying customers a year (4.5 million) than Universal Studios' tour. 
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Precious Metal 

Courtesy: 

You'd be surprised at the parts Fansteel's space age metals, tantalum 
and columbium, play in the above drama. 

The electronics, avionics and onboard computers rely on the most reliable 
capacitors known to man: tantalum capacitors. 

Columbium alloys are used to form internal parts for jet engines. 

Tantalum tubing is used in the machine that helped provide the diagnosis. 

The surgeon relied on tantalum clips during the operation. 

And so on. 

These high temperature, non-corrosive metals, produced by Fansteel Metals, 
are valuable tools of technology with myriads of applications in 

hundreds of industries ... but when a life hangs in the balance, 
they become precious metals indeed. Perhaps that is the best reason of 

all it will pay you to know more about us. 

[panstccl 
An integrated producer of refractory metals and fabricated products for the electronics, 

electrical, aircraft/aerospace, metalworking, energy and chemical industries. 

FANSTEEL INC. • Number One Tantalum Place • North Chicago, IL 60064 • (312) 689-4900 



Wayne Shimabukuro Mark Lawrence 

Pushing Mercedes-Benzes in Orange County and J.C. Penney credit cards in Sanford, Fla. 
Gone are the garage-sale spirit and hot merchandise. 

fun, not just bargains." 
Yesterday's flea markets, those out- 

lets for garage-sale spirit and hot mer- 
chandise, have evolved into sophisti- 
cated commercial enterprises, domi- 
nated by professional vendors selling 
primarily new merchandise at below- 
discounter prices. And at a time when 
retailers generally are suffering from 
overstored markets and sluggish con- 
sumer spending, the success of these 
mostly blue-collar malls is striking, 
especially in the Sunbelt, where they 
stay open year-round. Operators re- 
port annual growth rates in revenues 
from admissions, food sales and ven- 
dor space rentals ranging from 10% to 
40%. Accurate gross sales figures for 
merchandise are impossible, since 
this is still primarily a cash business, 
but at least $5 billion is an intelligent 
minimum guess and even $10 billion 
seems plausible. 

This action now pulls far more than 
just heads-up entrepreneurs. Phone 
companies like MCI and U.S. Sprint 
rent space at flea markets to sign up 
new long distance customers. Local 
Sears and J.C. Penney stores get a lift 
in meeting their credit card applica- 
tion quotas by opening booths. Hav- 
ing a booth at Flea World in Sanford, 
Fla., notes Dwight Sample, manager 
of the J.C. Penney store in Winter 
Park, is far more effective than solicit- 
ing within the store. "People at the 
ilea market are more at their leisure," 
he says. Larry Heiserman, a sales 
manager at Buena Park, Calif.-based 
House of Imports, one of the biggest 
Mercedes-Benz dealers in the country, 
says the dealership's swap meet pres- 

generates more new car sales 
than its ads in the Orange < . >unty Reg- 
ister and the .' . >m:v 

No Sam Waicon has arisen to build 
a national chain chiefly because unde- 
veloped land, the essential element in 

holding rents low, is scarce in densely 
populated areas. "Usually it's an emp- 
ty parcel in transition that sooner or 
later will be bought by a developer," 
says Scott Sumner, who publishes 
trade magazines for vendors. 

Bob Teller's particular marketing 
magic lies in his ability to attract a 
growing share of well-heeled shoppers 
with such amenities as spotless, at- 
tended   bathrooms   and   fancy   food 

Wayne Shimabukuro 

Swap meet impresario Robert Teller 
"Here a buyer can bargain." 

stands. Vendors here sell everything 
from Mercedes, $6,000 grand pianos 
and Louis XV antique beds to designer 
baby clothes and last season's Esprit 
sportswear. Most accept credit cards. 
Lawyers, real estate brokers and chi- 
ropractors drum up prospects along- 
side "Mr. Chop Chop," a Korean-bom 
immigrant who enchants a crowd 
with demonstrations of that old state 
fair reliable, a $7 slicer-dicer. 

Teller's revenues last year: $11 mil- 
lion, more than half from food sales. 
The rest comes from vendor space 
rentals paid in advance and admission 
charges (50 cents per person). After 
paying wages of 250 employees and 
other minor expenses, he clears an 

estimated 15% pretax with little risk. 
"I have never had an account re- 
ceivable," he says, smiling. 

Operators like Jeff Bumb, whose 
family has owned its land for years, do 
better still. At the Bumb family's 128- 
acre Flea Market in San Jose, Calif., 
probably the biggest of them all, the 
majority of shoppers are Hispanics 
and Asians. A mariachi band enter- 
tains in a central square while an auc- 
tioneer drones nasally over a loud- 
speaker. "People draw people," says 
Bumb, who sports a gold Rolex and 
sold $8.5 million worth of soft drinks, 
beer, tacos, shish kebabs and other 
foods last year at a 30% profit. "And 
we take a bite out of everybody that|| 
comes in." 

One of the busiest vendors is Robertt 
Godar, who sells 150 car and home 
stereos with factory warranties eacl 
weekend from an 800-square-footfl 
space, grossing $500,000 annually. 
That's $625 per square foot, high b> 
any standard. 

Inevitably, flea markets have be- 
come a launching pad for hundreds of|i 
entrepreneurs    who    finally    make|i 
enough money to leave the marketsfl 
and open conventional stores. Five)] 
years ago unemployed carpenter Ted- 
dy  Palmer  rented  a  space  at  Flea 
World in Sanford to get rid of a few 
boxloads of spare bicycle parts. From 
his own store he now sells 1,000 bikes 
and 600 skateboards a year. "Every 
week 60,000 people walked in front of 
my table. I catered to them, and 1 
grabbed their names and addresses." 

There are lessons here for main-i 
stream retailers. Notes Bob Teller: "In' 
a mall, the fancy floors, the showcases; 
and the salespeople—when you can 
find them—can intimidate the buyer. 
Here, a buyer feels superior because 
he feels he can bargain with a seller 
and talk about the product." ■ 
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Y)ute never 
too busy for 

your customers. 
Why should 

your phones be? 
/ 

mmm 
If your lines are too busy to help customers, soon you won't have customers to keep you busy. 
This is the premise driving MCI 800 Service :SM the most flexible toll-free service in existence. 
jJVJPRffiPRnH Because its designed to accomplish just one goal: make sure you get the calls that 
■■■■■■■■I are coming to you. 
It achieves this with innovations such as Direct Termination Overflow. An ingenious system that 

lutomatically reroutes any call overflow from your 800 lines to your regular business lines. 
Something you can't get from AT&T. 

MCFs advanced 800 routing system also allows you to route calls to different locations, or even 
erminate multiple numbers to a single location. Of course, we've always offered distance sensitive 
>ricing. So you're charged only for the actual distance of each call. And our itemized call detail lists the 
>rigin of each call. All on one report. Something else you don't get from AT&T. [~ 

MCI 800 Service. It works harder to getyou more incoming calls. And 
' hat will have a direct effect on your income. 

MCI 800 Service. Anotherreason why we are the betterlong distance 
ompany.SM 1-600-888-0800. 

MCI 
Let us show you? 



Personal Affairs 
Edited by William G. Flanagan 

When visiting Los Angeles, you are where 
you stay. With that in mind, here's an 
update on Tinseltown s power palaces. 

L.A. luxe 

By Ellen Paris 

Fl IRST; THE NEWCOMERS. The 285- 
room Four Seasons Hotel, which 

opened two years ago just outside the 
Beverly Hills city limits, has already 
gained a loyal clientele from compa- 

nies as disparate as Orion Pictures, 
CBS Sports and Goldman, Sachs. It has 
the amenities you'd expect, including 
large, comfortable rooms, an inviting 
pool, fine food and regal service. "I 
stayed there once at the same time 
rock star Prince was a guest, and they 

ft j\7ic Shimabukuro 
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were as nice to me as to him," says 
Joseph Wender, a partner at Goldman, 
Sachs. It's the kind of place that will 
send a fax machine to your room at 
any hour. Rates: $215 and up. Four 
Seasons Hotel, 300 South Doheny 
Dr., Los Angeles, 213-273-2222. 

Marriott has a new crown jewel in 
Century City, next door to the Fox 
Plaza. The 3 75-room JW Marriott has 
a large indoor swimming pool (unusu- 
al here) and complete health club. 
Proximity to ABC and Twentieth Cen- 
tury Fox studios assures a stream of 
entertainment executives, a picky lot. 
Frequent visitors expect everyone 
from pool attendants to maids to 
know their names—and are seldom 
disappointed. Complimentary stretch 
limo service is offered around Centu- 
ry City and to Beverly Hills. Rates: 
$209 and up. JW suites ($275) have 
extra-large sundecks. JW Marriott Ho- 
tel, 2151 Avenue of the Stars, Los 
Angeles, 213-277-2777. 

Only walking distance away (that's 
just an expression in L.A.) is the Tow- 
er at Century Plaza, adjacent to its 
sister property, the Century Plaza Ho- 
tel. Guests at either hotel can use 
facilities at both. The hotel boasts one 
of the city's most attractive restau- 
rants, La Chaumiere. Its comfortable, 
wood-paneled bar, with overstuffed 
couches and a roaring fire in winter, is 
a cozy spot for small, informal meet- 
ings or an after-dinner drink. 

Like most luxury hotels, the Tower 
prides itself on catering to executives. 
The chairman of a large Japanese com- 
pany, for example, recently stayed in 
the 8,000-square-foot Plaza Suite. 
Management removed all the bed- 
room furniture and brought him tata- 
mi mats to sleep on. Rates: $205 and 
up. The Tower at Century Plaza, 2055 
Avenue of the Stars, 213-277-2000. 

Remember Ma Maison, the hot res- 
taurant from 1973 to 1985? Owner 
Patrick Terrail and developer Sheldon 
Gordon, with Accor North America, 
built Ma Maison Sofitel, a small (311- 
room) luxury hotel that opened in De- 
cember across from the Beverly Cen- 
ter, a huge shopping mall. 

It is already a favorite in the interior 
design community because of its 
proximity to the Pacific Design Cen- 
ter. Executives in the advertising and 
entertainment businesses also like its 
central West Hollywood location. 
The rooms are decorated in a country 
French motif, and some offer great 
views of the Hollywood Hills. 

The hotel's restaurant, La Cajole, 
has live jazz every evening. Terrail 
has resurrected the Ma Maison res- 
taurant next door. Also nearby are 
L'Orangerie, Spago, Trumps and Mor- 
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ton's. One touch bound to become 
standard at luxury hotels: a voice mail 
message service for every guest. An- 
other will remain unique: Upon re- 
quest at departure, the management 
will pack a Ma Maison meal for your 
trip home. Rates: $160 and up. Ma 
Maison Sofitel, 8555 Beverly Blvd., 
Los Angeles, 213-278-5444. 

An update on old favorites. The 
Beverly Hills Hotel and its Polo 
Lounge are still popular with the en- 
tertainment crowd. It is slowly get- 
ting refurbished since the Brunei In- 
vestment Agency (the Sultan of Bru- 
nei) bought it from Marvin Davis 18 
months ago. Rates: $160 and up. Bev- 
erly Hills Hotel, 9641 Sunset Blvd., 
Beverly Hills, 213-276-2251. 

Hotel Bel-Air, with its 11 Vi acres of 
gardens, and ponds with swans, is still 
the prettiest hotel in the city, and one 

Library' at the Four Seasons Hotel 
Wayne Shiinabukuro 

Wmm^ 

Out with the stars 

A generation ago, glittering decor, big bands and lav- 
ish floorshows marked the golden era of Holly- 

wood nightlife, at places like Trocadero, Ciro's, Mo- 
cambo and Cocoanut Grove, where stars and their fans 
flocked. While some of today's clubs re-create that 
elegant era, most, with their glitz, discos and costumed 
crowds, are more like sets for Star Wars. 

The biggest, newest club, in the heart of downtown 
Los Angeles, is Vertigo (333 South Boylston St., 747- 
4849). It has seven bars on two floors. One owner, 
Mario Oliver, used to squire Monaco's Princess Steph- 
anie about, and there's still a large European contin- 
gent on the dance floor. 

The club opens at 8:30 p.m. for dinner; dancing starts 
at 10 p.m. on the maple dance floor. To escape the 

Sieve Goldstein 

crowd, there's a small room just off the dance floor 
with its own bar—and a jazz band that goes on at 11. 

Los Angeles' most architecturally astonishing night- 
spot is just above the runway at the Santa Monica 
airport. Five-month-old DC3 (2800 Donald Douglas 
Loop North, 399-2323) was named for the plane built 
there in the 1930s. 

The "post-post-modern restaurant" (as managing 
partner August Spier describes it) is one of the city's 
hottest. On weekend nights the back banquet room 
opens for dancing, complete with deejay. Age range of 
the weekend crowd is 30 to 50-something. 

The most talked about spot in town is b.c. (7561 
Sunset Blvd., 876-3139), a supper club owned by the 
same group as Manhattan's trendy M.K. One of the 

owners, Andre Balazs, character- 
izes the architecture as "Frank 
Lloyd Wright meets Blade Runner." 
Sleek sharks and puffer fish float 
through the saltwater tank at the 
bar, while couples lounge on 
sumptuous banquettes. Even with- 
out a liquor license, it lures those 
blondes in black with their Italian- 
suited agents, and stars like Mel 
Gibson, Cher and Michelle 
Pfeiffer. The cuisine is haute-Asian 
(the chef's last stop was Indochine 
in New York). 

Over in Century City, the old 
Playboy Club is now Twenty/20 
(2020 Avenue of the Stars, 933- 
2020). In the foyer, tropical birds 
flutter behind a Plexiglas wall. Light 
dinners are served in the main salon, 
where tables line a smallish dance 
floor. Twenty/20 is a favorite spot 
for private parties. Madonna and 
Sean Perm had one of their last spats 
there.—Lisa Guberaick 
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of the must expensive. Caroline Hunt 
(Rosewood Corp.) recently sold it for a 
reported $100 million—over $1 mil- 
lion a room. Rates: $195 and up. Hotel 
Bel-Air, 701 Stone Canyon Rd., Los 
Angeles, 213-472-1211. 

The Westwood Marquis remains a 
quiet, all-suite hotel with very good 
security. Rates: $220 and up. 
Westwood Marquis, 930 Hilgard Ave., 
Los Angeles, 213-208-8765. 

The Beverly Hilton, the "Beverly 
Griffin" since its purchase by Merv 
Griffin, has international appeal— 
around one-third of its guests are from 
abroad. Lots of annual meetings are 
held here, including this year's Drexel 
Burnham Lambert bond conference 
(a.k.a. the Predators' Ball). Rates: $155 
and up. Beverly Hilton, 9876 Wilshire 
Blvd., Beverly Hills, 213-274-7777. 

The Regent Beverly Wilshire's new 
owner, Hong Kong's well-regarded 
Regent International Hotels, has al- 
ready spent $65 million on renova- 
tions. The result: the most elegant 
hotel in town, complete with room 

attendants and elevator operators. 
Rates in the Wilshire Wing: $275 and 
up. Regent Beverly Wilshire, 9500 
Wilshire Blvd., Beverly Hills , 213- 
275-5200. 

The Hollywood Roosevelt Hotel, 
the faded art deco jewel that hosted 
the first Academy Awards, in 1927, 
reopened in 1986 and seems to be 
catching on, despite its Hollywood 
Boulevard location. Its Cinegrill 
lounge, where Gable wooed Lombard 
and Errol Flynn drank a special gin 
concoction, is now a popular cabaret. 
Rates: $85 and up. Hollywood Roose- 
velt Hotel, 7000 Hollywood Blvd., 
Hollywood, 213-466-7000. 

The all-suite, 110-room L'Ermitage 
Hotel in Beverly Hills has been popu- 
lar since its 1976 opening. Rates: $255 
and up. L'Ermitage, 9291 Burton Way, 
Beverly Hills, 213-278-3344. 

Bel Age is another all-suite property 
just below the Sunset Strip in West 
Hollywood. Rates: $225 and up. Bel 
Age, 1020 North San Vincente Blvd., 
West Hollywood, 213-854-1111. 

Collectors 

"If it doesn't work, it isn't art" 
David Bermant has a thing about 

kinetic art, the art form devel- 
oped in the 1960s as a paean to—or 
ironic statement about—modern sci- 
ence and technology. Bermant's col- 
lection includes such works as a just 
commissioned 50-foot steel shaft 
spearing through ten stacked old 
automobiles (by Dustin Shuler); a 
100-foot pool filled with moving 
sculptures that produce music as the 
water hits them (by the Baschet broth- 
ers); and a 7-by-5-foot sculpture by 
George Rhoads called the "Magic 
Clock," which features rolling steel 
balls that run through a dazzling maze 
of ringing bells, spirals and chutes. 
Shades of Rube Goldberg. 

In all,  Bermant  has accumulated 
some   300   kinetic   artworks   since 
1965. Where does he put them all? His 
two houses in Rye, N.Y. and Santa 
Barbara,  Calif,  accommodate about 

the smaller pieces. The remain- 
thc collection bedecks 5 of the 

md!s he has developed 
he country.  "Malls are the 

only places large enough to put my 
pieces/' h   - 

Most of the works depict move- 
ment of some sort—using electric 
power, computers, lasers, fiber optics, 
etc.   For   example,   the   5-fuu-high 
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Traffic builders at mails. 

"House Plants" by James Seawright 
in the Allendale Shopping Center in 
Pittsfield, Mass. has flashing comput- 
erized "petals" that open and close. 
Other pieces produce color in re- 
sponse to sound or light, or move- 
ment in response to wind, water or 
touch. Like them or not, all invite a 
reaction from the public. 

Bermant's budget runs to $50,000 
annually per shopping center, and an- 
other $50,000 for the art in his homes. 
He patronizes artists who have not 
found mainstream acceptance, for 
two reasons, he says: budget and to 

help promote them. For example, h 
does not own a George Rickey, 
established kinetic artist whose tal 
mobile-like works are bought 
many corporations and can cost ove 
$100,000. "My artists are better an 
cheaper," sniffs Bermant. A "Winds 
majig," by George Rhoads, which Bei 
mant has in several of his malls, cost 
him $12,000. He has never spent ove 
$25,000 on a kinetic art piece. 

But there is nothing haphazard i: 
where he puts his pieces. "The work 
are people-specific," says Bermani 
What pleases shoppers in the Roches 
ter, N.Y. mall could irritate the clier 
tele of Bermant's Chicago mall. 

The artworks also have to be var 
dal-proof, and since they have movin 
parts, must be constantly maintainec 
It is the upkeep that makes the ai 
form costly, and makes Bermant vi 
tually the only major collector of k 
netic art in the U.S. He now employ 
two full-time technicians. "If 
doesn't work, it's no longer an 
form," says Saul Wenegrat, director c 
the Port Authority of New York an 
New Jersey art program, which own 
1,500 contemporary artworks, incluc 
ing at least 5 major kinetic piece: 
among them a newly commissionec 
150-foot-long neon sculpture by Stt 
phen Antonakos for the Port Author 
ty's Exchange Place PATH station i 
Jersey City, N.J. 

Kinetic art has recently been gei 
ting more attention in the art worh 
and Bermant thinks the movemer 
could snowball. Few dealers represer 
kinetic artists, and Bermant is fr< 
quently sent videos by the artists 
referred to them by galleries such 
O.K. Harris or the Alternative Must 
um in New York. Another source i 
the slide registry at the Artists Spac 
in New York. 

Bermant, who loves to shock, is ir 
trigued by the complexity of th 
works and the theater they create, fi 
the entrance to his Rye, N.Y. house : 
"Prime Matter" by Eric Orr. As watt 
cascades down a 10-foot-high bron2 
column, fire flares out from a centt 
groove. "If you don't say 'wow,' yol 
must be dead," he grins. 

His fascination with kinetic ar 
combined with his gut marketiri 
sense, has certainly paid off in h 
business. When a development par 
ner tired of Bermant's artworks an 
demanded that he stop buying then 
Bermant commissioned a Gallup po 
of his Long Ridge Mall in Rocheste 
N.Y. The result: More than 30% <| 
shoppers admitted they came to th 
mall mainly because of the works < 
art.—Christie Brown 
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PLEASE BUCKLE UP FOB SECURITYO 1989 RANGE KMK Of NORTH AMMO. INC 

This year Range Rover comes with a bit of marble. 
® hat marble trophy is Four Wheeler 

igazine's much sought after "Four 
heeler of the Year" trophy. 

And this year Four Wheeler awarded it 
0 Range Rover. 

In a competition that included a host 
(j other vehicles and five days of relent 

s off and on-road testing. 
Its off-road performance was described 

"superb" and "brilliant." In fact, it 
it-four wheeled"%verv other vehicle. 

On-road, it was "as comfortable as a 
Mercedes." 

So if you still haven't experienced a 

ORANGE ROVER 

Range Rover, call 1-800 FINE 4WD for a 
dealer near you. 

You can test drive the Range Rover 
the Four Wheeler judges also called 
"exquisite" and "sumptuous." 

Or you can try the new County model 
that's in the picture above. 

With its added fittings and features, 
it's even more "exquisite" and "sumptuous." 

Either way, you'll be driving the one 
four wheel drive vehicle with marble. 



Careers 

Does running a luxurious island resort 
sound like a blissful escape from life in the 
executive suite? Think again. 

Trouble 
in paradise 

By Dy an Martian 

EVERY MAN who has dreamed of 
shucking his business clothes 
for blue jeans—every woman 

for that matter—and opening that ma- 
rina, restaurant or country inn should 
listen to Walter Bregman. 

At 51, in 1985, Bregman was sacked 
from the presidency of International 
Playtex. Rather than seek another 
power position, he decided to buy and 
run his own resort in St. Croix. He 
had plenty of money and loved tennis, 
sailing and water sports.  Why not 

combine his management skills with 
his personal pleasures? 

FORBES last visited Bregman four 
years ago when we detailed his fall at 
Playtex ("The anatomy of a sacking," 
Aug. 12, 1985). 

Is he, having realized what is a 
dream for so many people, happier 
today? Forget it. 

"Like having spinal 
tissue removed, that ex- 
perience in St. Croix 
took something out of 
me that doesn't regener- 
ate," says Bregman. 

The anatomy 
a sacking 

His first mistake, he will tell you, 
was rushing into the resort business 
with neither thought nor study. After 
getting fired, he couldn't bear staying 
at home and waiting for the phone to 
ring in the makeshift office of his 
Westport, Conn. home. Within a 
month, Bregman was in St. Croix ne- 
gotiating to buy the wrecked and 
abandoned Pelican Cove Beach Club. 

He got the 38-room resort for the 
bargain price of $500,000. Why? Be- 
cause the Pelican, like all St. Croix 
resorts, had suffered a sharp decline in 
business ever since an apparently 
crazed local gunman massacred eight 
guests on one of the island's golf 
courses in 1972. But by 1985 memo- 
ries of the shooting were fading, and 
here was a small, luxurious resort just 
2Vi air hours from New York. 

Bregman knew he would have to 
pour in several times the purchase 
price to get the Pelican ready. But he 
was prepared to bet the ranch: his 
severance package, his stock, his sav- 
ings and ultimately his majestic 12- 
room Connecticut home—$2.8 mil- 
lion in all. 

Five months after being sacked by 
Playtex, Bregman was living in St. 
Croix and working feverishly. The di- 
lapidated resort, renamed the Cormo- 
rant Beach Club, had to be open for 

guests in five months' 
time, or he would miss 
the high season. Breg- 
man was 
son, Jim, 
ture wife, 

Walter Bregman at home in la folia, Calif 
"l thought more than once about suicide. 

Ri>hen Borroughi 
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joined by his 
and Jim's fu- 
Norie, both of 

whom   left   their   law 
practices   to   work   in 
tropical splendor. Breg- 
man's     wife,     Robbie, 
would commute from a 
rental house in Connect- 
icut until their youngest 
son,   David,   graduated 
from high school. 

They were soon knee-deep in trou- 
ble. Memories of the golf course mas- 
sacre may have faded on the main- 
land, but the social unrest that helped 
produce it lingered in the Virgin Is- 
lands. On his new property, Bregman 
found marijuana-puffing Rastafarians 
and half a dozen other squatters. On 
the  hotel  wall,   one  of  them  had 
scrawled "White Men Suck." Hardly 
Welcome   Wagon   types.   Next   the 
squatters hacked down several prized 
frangipani trees in front of the hotel. 
Bregman's solution? He offered them 
jobs. Within four months his payroll 
had expanded to $7,000 a week. 

Before long, the place turned into a 
money pit. While reconstructing the 
first 19 rooms, Bregman had to buy 
everything from peppermills to walk- 
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Should you try 
o manage a 
15 million 
portfolio 
>n your own? 

i successful lives, time is 
ten the scarcest commod- 
y. Yet preserving and 
lilding your capital and 

3 purchasing power - now 
id into the future - have 
;ver been more time- 
msuming or complex. 
So if you have sizeable 

989 J.P Morgan A (io. Incorporated, parent of 
^n Guaranty Trust Company (Member FDIQ 
other J P Morgan subsidiaries 

sums to invest, consider the 
benefits of an investment 
management relationship at 
J.R Morgan: 

You don't have to cope 
with the complexities on 
your own. Instead, you can 
rely on a talented team of 
investment professionals 
who draw on more than a 
hundred vears of experience 
in successfullv preserving 
and increasing financial 
assets. 

You benefit from 
an investment philosophy 
geared to long-range 
performance and to lasting 

financial relationships 
based on mutual trust. 

In addition to investment 
management that reflects 
your specific objectives, you 
have private banking 
professionals who can apply 
their skills to meeting any 
of your financial require- 
ments - administering a 
trust, selling an art collec- 
tion, establishing a line of 
credit, providing safekeep- 
ing for your securities or 
divesting a company. 

As private banking 
clients, you and your familv 
will have access to all of the 

resources and underlying 
capital strength of Morgan's 
global network- the same 
resources that benefit the 
world's largest companies. 

If you want superior 
management of assets of 
$5 million or more, we invite 
you to meet with us. Call 
Anthony D. Pennetti, Vice 
President, Morgan Guaranty 
Trust Company, 444 S. 
Flower Street, Los Angeles, 
CA 90017. (213) 489-9347. 

Private Banking 
at Morgan 

JPMorgan 



in freezers. As all this cash was going 
out, no reservations were coming in. 
"It was like throwing a huge party and 
not knowing whether anybody would 
come," he says. 

If there was one aspect of innkeep- 
ing Bregman felt he knew from his 
executive days, it was marketing. In 
October 1985 Bregman flew to New 
York to court the travel industry. His 
job was to convince travel agents and 
writers to recommend a 
luxury resort at $300 a 
night even though the place 
had no running water, no 
telephones and no furni- 
ture, as yet. 

But Mother Nature had 
other plans. Hurricane Glo- 
ria was heading straight for 
St. Croix. It missed the Cor- 
morant Beach Club but hit 
Long Island, where Breg- 
man was making his sales 
pitch. Out of 40 travel 
agents expected, 6 showed. 

Bregman's tough corpo- 
rate style didn't work well 
in what was supposed to be 
a relaxed family business. 
His relationship with his 
son Jim and future daugh- 
ter-in-law Norie began to 
fall apart. In a typical ex- 
change, when Jim went 
into town to buy paint, 
Bregman thought that he 
had taken too long and 
snarled sarcastically, "Why 
didn't you write?" 

One night Bregman 
found Jim reading a maga- 
zine when he was supposed 
to be playing dining room 
host. Bregman exploded,"If 
you can't do it my way, 
then leave!" A few days lat- 
er both Jim and Norie did 
leave, and for good. 

Bregman lost 25 pounds, 
couldn't sleep, often wak- 
ing up after only three 
hours in Ded to make lists 
of things to do. His corpo- 
rate career finished, now 
his dream was fading, too. 
"I never came close to do- 
ing it, but I thought more 
than once about suicide," 

Bregman. 
tnu,   Cormorant 

lib fu.    :d  into a 
srr;- success. One of 

s was a 
travel writer from 
A'hc loved the resort In the 
first year, the Cormorant 
netted $190,000 or 
$500,000 sales,  and  Breg- 

man's burden lifted. 
"I was making money, but I hated 

the business," he recalls. "I saw my- 
self in a white suit and straw hat, 
smoking cigarillos and strolling mag- 
isterially on the lawns." In real life he 
was more likely to be up at 6 a.m., 
clad in baggy shorts and a T shirt, 
letting in the kitchen help. If the chef 
was late, Bregman cooked breakfast. 
Ditto for maid service, dining room 

The dilapidated dining room 
No Welcome Wagon. 

-ttft^Tr- 
Jim, Norie, Waiter, Robbie, David 
Family ties were strained. 

T/x' beach club refurbished 
Despite everything, a smashing success. 

host and maintenance man. The job 
that bothered him most was playing 
the bon vivant, the beaming host. "It 
was all a lie," he says. 

Bregman wanted out desperately. If 
someone had offered him a check, he 
says, he would have taken a million- 
dollar loss just to escape. But if word 
got out to the travel industry that he 
wanted to sell, bookings would sink 
like an anchor. "I was trapped in a 

cage I built myself," he 
says. "As a hired gun I al- 
ways had an out. I could 
quit. I had my savings and a 
few headhunters to call." 

In his two years in para- 
dise, Bregman, an avid ten- 
nis player, never stepped 
onto the court except to fix 
a ball machine. He swam in 
the ocean once, when he 
had to anchor the buoys. 
And he never managed to 
sail his 47-foot ketch, the 
Wallaby II. It took three 
years before Bregman was 
able to fully restore his rela- 
tionship with his son and 
daughter-in-law. 

There is a sort of happy 
ending. By 1987 Bregman 
was secretly able to find a 
buyer and sell out for a tidy 
$4 million. Today a Rolls- 
Royce is parked in the ga- 
rage of his La Jolla, Calif, 
home. 

The moral of this story? r 
For high-level executives, it 
is  this:   Running a small 
business,  no matter how 
glamorous it may seem, is J 
in many ways tougher and; 
more disagreeable than be- 
ing a top functionary in a 
large one. 

James Challenger, of the 
outplacement firm Chal- 
lenger, Gray and Christ- 
mas, says: "A senior execu- 
tive doesn't want to be the 
one to make the beds or 
lock up the money. I always 
counsel against it." 

Still tempted? Bregman 
suggests you first go to a 
resort, a restaurant or a ma- 
rina and work a month for 
free. If still interested, he 
advises: "Tiptoe in, don't 
leap." Bregman wishes he 
had bought 15% to 20% of a 
resort and shared in the 
management. That way, he 
would have always had 
an out. 

Sad but true: The grass 
isn't always greener. ■ 
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All is not gold 
that glitters. 

As every tourist knows, gold is a metal 
that its possessors often want to sell at any 
cost. And. the cautious traveller does not 
buy at just any place. 

Then there is real gold. Quality-con- 
trolled by authorized experts. Turned out 
by a small number of qualified refineries, 
of which Argor-Heraeus SA, a subsidiary 
of UBS. is one. It not only employs several 
sworn-in assayers thoroughly familiar 
with Switzerland's rigorous precious metal 

laws. It also pioneered highly efficient 
production methods that give environ- 
mental protection top priority as well. 

If you want to trade in gold, Zurich is 
one of theworld's leading places to go. Or, 
more simply, you can contact the experts: 
UBS, the largest Swiss bank with an 
international network, one of only a few 
AAA banks worldwide. 

UBS. The bank of experts. 

IBS in the United States: Branch Offices in New York, Chicago, 
os Angeles; Agency in Houston; Representative Office in San Francisco. 
'BS in Canada: Toronto, Montreal, Calgary. Head Office: 
'nion Bank of Swftzerland. Bahnhofstrasse 45, CH-8021 Zurich. 



Faces 
Behind the Figures 

Edited by Jason Zweig 

"Moderately radical 
James Lents, a temperate Tennes- 

seean with a Ph.D. in physics, may 
well be the most powerful man in 
southern California. He is certainly 
among the most reviled. 

Lents, 45, is the man behind south- 
ern California's antipollution brouha- 
ha, the one you have read about in the 
papers and seen on the TV news. As 
head of the South Coast Air Quality 
Management District, Lents has un- 
veiled 123 measures that will drasti- 
cally change life in southern Califor- 
nia: no more lighter fluid on backyard 
charcoal barbecues, no more gasoline- 
powered lawnmowers and, by the 
year 2007, no more gasoline-powered 
cars either. Everything from house 
paint to chemical solvents will have 
to be reformulated. Industries will 
have to reduce emissions or move 
elsewhere. The goal: to meet federal 
limits for ozone, carbon monoxide 
and other pollutants. 

II 

Lents' bureaucracy is no paper tiger. 
It can jail violators or fine them up to 
$25,000 a day. The District, with 900 
employees and a $68 million annual 
budget, is the largest local pollution- 
control agency in the U.S. It serves 
four huge counties—Los Angeles, Or- 
ange, San Bernardino and Riverside— 
with some 12 million residents, 8 mil- 
lion motor vehicles and the nation's 
thickest smog. 

Critics say southern California's 
antipollution plan will cost $14 bil- 
lion a year and chase away 55,000 jobs 
over the next 20 years. But Lents esti- 
mates the cost at $3 billion to $5 
billion a year and says that the plan 
will in fact create thousands of jobs 
because of "all the opportunities for 
entrepreneurs." 

More important, Lents says, is that 
without such "moderately radical" 
measures, Los Angeles' blanket of air 
pollution will continue to thicken, 

choking the region's economic 
growth as well as its residents. The 
antipollution czar contends that air 
pollution is already eroding the health 
and property of southern California 
residents, costing $9 billion a year in 
crop damage, structural corrosion and 
higher medical bills. 

Lents says he is no Big Brother: 
"We're not going to tell people where 
they can live or send them to jail for 
barbecuing in their backyard." At 
most, the patio chef who sloshes bu- 
tane on his charcoal might get a tick- 
et. But finding butane won't be easy 
because the plan will ultimately ban- 
ish such products from local stores. 
Adds Lents: "We don't think the plan 
overly steps on people's liberty. We're 
concerned about putting anyone out 
of business, and we've always tried to 
be flexible." 

What will Los Angeles look like in 
the year 2010? "We'll be ride-sharing 
and using mass transit to a degree 
matched nowhere else in the coun-i 
try," Lents predicts. "We'll still be| 
driving cars, but they will be electric! 
or fuel-cell driven or maybe they'll! 
burn a clean fuel like hydrogen. And 
we expect the average visibility to] 
increase from about 10 miles today up! 
to 50 to 60 miles." 

We'd settle for 25.—Marc Beauchamp 

James Lents of ttk South Coast Air Quality Maiuigemeju District 
"We won't send people to jail for barbecuing in their backyards. 

' 
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Fitel founder Graciela Chicbilnisky 
Her partner "killed the goose that laid the golden egg. 

Carol Bemson 

Unwelcome recruit 
A year ago the future couldn't have 

looked more promising to Gra- 
ciela Chichilnisky, a professor of 
mathematics and economics at Co- 
lumbia University. She had just sold 
12% of her fast-growing firm to Ja- 
pan's Recruit Co., a wealthy informa- 
tion services firm, for $3 million. In 
Recruit, Chichilnisky thought she 
was getting a financially solid partner 
that could help market her products 
in Japan. By year-end, however, Re- 
cruit had squeezed her out. Recruit 
also became the focus of Japan's larg- 
est postwar stock market scandal, 
which last month toppled Prime Min- 
ister Noboru Takeshita, indirectly 
tainting Chichilnisky's firm. 

Founded by Chichilnisky in 1985, 
Financial Telecommunications Inc. 
(Fitel) was a pioneer in electronic pro- 
cessing of international stock transac- 
tions. Until Fitel came along, in- 
creased American trading of stocks in 
London, Milan, Hong Kong and other 
foreign cities had been swamping 
Wall Street clerks in a sea of unfamil- 
iar paperwork. Basically, Fitel provid- 
ed a central computer in London with 
special software that assisted 25 
firms, including Merrill Lynch, Salo- 
mon Brothers, Security Pacific and 
Citibank to process the clearing and 
settlement of their international 
stock trades. By 1988 Fitel's revenues 
had gone from nil to $2.5 million. 

In May 1988, seeking capital to ex- 
pand and looking for a toehold in the 
huge Japanese market, Chichilnisky 
brought in Recruit. The Japanese 
firm, which wasn't yet implicated in 
scandal, pledged to market Fitel's 
computer system in Japan. But once 
on board, Recruit seemed to want to 
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run Fitel, and in December forced out 
Chichilnisky by teaming up with 
Dutch investor Reinout Baron Sloet 
Tot Everlo, who owns 44% of Fitel. 

"Sloet and Recruit have killed the 
goose that laid the golden egg," says 
Chichilnisky. Many of Fitel's clients, 
including Salomon, Merrill Lynch 
and Security Pacific, have voted with 
their feet since the trouble began, tak- 
ing their business elsewhere. 

Chichilnisky, 42, has two Ph.D.s 
from Berkeley, one in mathematics, 
one in economics. The granddaughter 
of a Ukrainian cantor and the daugh- 
ter of a minister of public health in 
the Argentine government, she 
worked for the U.N., the World Bank 
and OPEC before joining the Arts and 
Sciences faculty at Columbia. 

Despite her bad experience with 
Recruit, Chichilnisky still harbors an 
entrepreneurial spark. She is now try- 
ing to patent a new computerized set- 
tlement system that will allow secu- 
rities firms to communicate with 
their banks and trading partners indi- 
vidually through a network of mini- 
computers. That, not Fitel's central- 
computer system, is the future, she 
says. This time around, Chichilnisky 
adds, she is picking her partners more 
carefully.—J.Z. 

Birth of a salesman 
W1 illiam Rincker shares a problem 

with many bank presidents: How 
can he make bankers into salesmen? 

Just under a year ago, Rincker took 
charge of the Savings Banks Life In- 
surance Fund of New York. He is also 
president of Binghamton Savings 
Bank (assets, $885 million), one of the 
48 New York State savings banks that 

operate SBLI. Propelled by premiums 
that are up to one-third lower than 
those offered by commercial life in- 
surers, SBLI'S business has been surg- 
ing. The number of policies sold 
reached 800,000 last year, and the 
fund's assets rose to $800 million, up 
from $629 million in 1984. In the 
same four-year period, insurance in 
force jumped from $9.4 billion to 
more than $15.3 billion. (New York's 
SBLI isn't related to the nation's two 
other SBLI programs, in Connecticut 
and Massachusetts.) 

So, what's Rincker's problem? The 
number of savings banks in New York 
State has declined by 8% over the past 
decade, and SBLI'S salespeople—all 
bankers-^are forbidden by law from 
making sales outside a savings bank. 
Rincker's job is to prevent SBLI'S un- 
derwritings from withering as the 
universe of savings bank depositors 
shrinks. He is considering allowing 
SBLI to be sold by other kinds of 
banks, including some federally char- 
tered savings banks. He has also 
boosted SBLI'S advertising budget by 
more than 10%, to $2 million. Lobby- 
ing in Albany, Rincker hopes to dou- 
ble the current coverage limit, to 
$100,000 per person. 

Rincker rewards SBLI salespeople 
with raises if they write large num- 
bers of policies. Unlike most com- 
mercial insurers, however, SBLI does 
not pay sales commissions. 

Doorbell-ringing, though, is out for 
sellers of SBLI policies. "It's a different 
culture," says Rincker. "We'll never 
be able to go outside the four walls of 
the bank."—J.Z. 

Joe Traver 

William Rincker, chairman ofSBU 
Are commissions the answer? 
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The Principal Edge? It's called Business Profiles, 
a new computer program from The Principal Financial Group? And i 

provides you with a comprehensive financial analysis of your business. With 
Business Profiles, your broker or agent of The Principal® can quickly identify 
your key opportunities for growth. Pinpoint your strengths. Isolate your 
weaknesses. Then tailor a financial plan to meet your business goals. 
The Business Profiles analysis is just one example of our 110-year dedication tc 
personalized service, to helping businesses and individuals realize their financia 
futures. It's helped make The Principal one of America's largest financial 
services organizations 

**«&$&"' 

From mutual funds, mortgages, life 
and disability insurance to stock 

brokerage services, pensions and 
employee benefit plansr look 

for an advantage. Look for 
The Principal Edge. 

The Principal Financial Group, 
711 High Street, Des Moines, IA 50309 

liable through Principal Mutual. i Company; Des Moines. Iowa, and its subsidiaries Mutual funds through Princor Financial Services Corp 
r-inancial planning through Pnncipal Hndncial Advisors. Inc Stock brokerage services through Eppler. Guerin & Turner, Inc (not available in all states) <S 

xation, a registered broker-dealer 
1989 Principal Mutual Lite Ins Co 



The Forbes VVilsh ire 5000 Review 

Edited by Steve Kichen 

/ 
U month close up 
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Market value of Wilshire 5000: 
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Rising earnings set off a bull stampede. Excluding the 
effect of accounting changes in 1988, General Motors 
reported a 96% increase in first-quarter earnings; Philip 
Morris, a 20% improvement. In the last two weeks the 
two stocks jumped 7% and 5%, respectively, AT&T, an- 
other blue chip, announced a 20% increase in first-quarter 
earnings per share; its stock moved up 11%. 

Healthy quarterly reports helped the Dow advance 
4.5%, or 105 points, in the last ten trading days. The 

broad-based Wilshire index rose 3.7%. Nasdaq issues were 
up 3.2%, and Amex stocks, 3.6%. 

Even though the Dow is 20% higher than it was a year 
ago, rising earnings have kept the price/earnings multiple 
on the Dow close to 12. Just one year ago the Dow P/E was 
15.3. But the yield of the 30 Dow industrials is only 3.3%, 
the lowest in more than a year. In August of 1987 high 
stock prices drove the Dow yield down to 2.6%. The crash 
soon corrected this abnormality. 

Closeup On the Equity Markets 
 -  - 

Performance of six leading indexes 

Percent change 
Wilshire 

5000 
Forbes 
5002 

Dow (ones 
industrials 

NYSE 
Composite 

Amex Market 
Value Index 

NASDAQ 
Composite 

in last 4 weeks 6.5 6.8 7.4 6.3 5.5 5.7 

in last 52 weeks 17.6 17.4 19.6 17.6 15.0 13.3 

Stock pertormanee based on six key in^rtor yardsticks' 

Percent change 
Company size Volatility4 P/E multiple Dividend yield Growth profile5 Share price 

large small high low over 21 under 8 over 4.5% none high low over $34 under $4 

in last 4 weeks 6.7 3.5 4.7 3.2 4.4 4.2 2.5 4.5 4.1 4.5 5.6 2.6 

in last 52 weeks 19.6 14.9 12.7 8.3 26.0 14.0 3.5 17.1 12.6 14.6 22.8 -0.5 

Wilshire index reflects price performance It differs slightly from market value of outstanding stocks because of retirements of equity since index was created 2Based on sales 
Equal weighted indices containing all shares with market capitalizations over $10 million.4A stock's sensitivity to overall market movement. High-volatility issues have wide 

price fluctuations, low-volatility issues are more stable ''A quantitative evaluation of a stock's growth image, determined by Wilshire Associates. 

Note: All data for periods ending 4/21/89. Prepared by Wilshire Associates, Santa Monica, Calif. 
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Where the Action Is 

After the spill. Of the four sectors that outperformed the 
Wilshire index during the last two weeks, energy stocks, 
with a 4.6% jump, were on top. OPEC unity and lower 
supplies of oil, not to mention speculation on the Alaskan 
oil spill, have pushed up oil prices. Technology advanced 
4.2% as Oracle Systems, Computer Associates and Men- 
tor Graphics all posted better than 14% gains. So did 

Perkin-Elmer, which announced a plan for restructuring. 
Finance stocks brought up the rear with only a 2.1% 

increase. While other businesses were generally reporting 
strong earnings, J.P. Morgan, Primerica and Bank of New 
England announced lower first-quarter results. Not sur- 
prisingly, all three of these stocks declined more than 3% 
during the last two weeks. 

Percent change in last 52 weeks  0-<2> Percent change in last 2 weeks 
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What the Analysts Think 
Eastern's collapse is helping its competitors. During the Delta and UAL were raised more than 5%, to $7.33 and 
last two weeks security analysts increased their estimates $17.15, respectively. But there is a threatening blip on the 
for the transport sector by 1.3%. The 1989 forecasts for     radar: rising fuel prices. 

ftweeastlng the Forbes Sales 500 

irmanci 
'Otl 

Average 
earnings per 

share P/E 

-miis 

1990 e> 

S3.30 
3.88 
1.24 

12.7 
10.8 
9.9 

Rank based on 
change in estimate Sector 

i Transportation 

Energy 
Raw matt-rials 

Capital goods 

Utilities 
Consumer nondurables 

Finance 

Technology 

Consumer durables 

Estimated 1989 
EPS P/E 
S2.86 

2.02 

3.46 

2.99 

3.06 

2.72 

3.75 

3.13 

4.24 

10.7 

13.4 

9.4 

12.7 

10.6 

14.1 

8.6 

11.4 

10.2 

% change in 1989 estimate 
in 2 weeks      in 4 weeks 

1.25% 

0.25 

0.09 

0.03 

-0.06 

-0.24 

-0.38 

-0.76 

-1.91 

1.27% 

0.86 

0.44 

0.88 

-0.18 

-0.31 

-0.49 

-1.83 

1.45 

Earnings i i tio ,isU^ estimati I IKHI securit) analysts Data arc compiled .md updated continually by the Institutional Brokers 
Estimate System |BI S es& Ryan a New Ifork based brokerage firm 

Note: All data lot |>. ,   ..       ,, 1,,,,.  .   ; I  v   1'tcparcd IK Wilshm Ass.u ..... .   s.,,,,., M,..ma  l alii , IBbS, a service ot Lvtuli   loncs N Rvan. New York 

152 FORBES, MAY 15, 1989 



: 

Ihis 
is the last 
trade-in 

you'll ever 
need. 

Since the DEFINITY™ 75/85 Communications System is designed to be the last communications 
system you'll ever need, we designed a trade-in offer to help move your company's communications 
system into the future. 

The DEFINITY 75/85 system adds on modules to add lines from 40 to 30,000. Along with room for 
all the sophisticated capabilities you need. Or will need in the future. 

It makes obsolescence obsolete. 
And makes our special trade-in allowance even more special. If you currently have a system from 

one of our competitors, we'll take it off your hands and hand you a handsome credit allowance on your 
new DEFINITY 75/85 system in return. But this offer lasts only until September 1,1989. 

So say goodbye to communication system obsolescence, and hello to DEFINITY 75/85 system, and 
also say hello to a trade-in offer to end all trade-in offers. 

Call your AT&T Account Executive, or call 1 800 247-1212, Ext. 279. 

AT&T 
The right choice. 

1989 AT&T 



COMMERZBANK S&L 

Building a solid base for the '90s 
• Strong gains in 1988 
• Reserves strengthened by record amount 

Commerzbank turned in another 
rewarding performance in 1988. Group 
business volume rose by nearly 12% 
to DM 195 billion, with operating re- 
sults for both the Parent Bank and the 
Group recording sound increases. 

Lending operations were the pri- 
mary factor behind this expansion, 
posting a healthy growth of 10.7% at 
Group level. Loans to customers were 
especially brisk. 

Looking to the future, Commerz- 
bank took advantage of its strong 
earnings performance to reinforce its 
financial base once more. Group re- 
serves were strengthened by a record 
total of DM 235 million, and consider- 
able funds were again used to provide 
for country risks. The Bank will pay 
an unchanged dividend of DM 9 per 
DM 50 nominal share to its more than 
160,000 shareholders. 

Commerzbank Groi 
DMbillioi 

ip Highlights 

i     1988       1987 

Total assets 180.4   161.7 

Total lending 120.6  109.0 

Borrowed funds 170.8  153.5 

pita] and reserves 5.6      5.1 

Net income (DM million) 489     423 

The Group's equity capital was 
further increased to DM 5.6 billion, a rise 
of over 10%. Underlining its commit- 
ment to quality in human and technical 
resources as a cornerstone for success 
in the highly competitive banking en- 
vironment of the coming years, Com- 
merzbank continued to make substan- 
tial investments in staff and banking 
technology. 

In the domestic financial markets, 
the Bank pursued its strategy of diver- 
sification by acquiring a 40% share 
in Leonberger Bausparkasse, one of 
West Germany's leading home loan 
associations. 

The year also saw Commerzbank 
expand worldwide, in both commer- 
cial and investment banking. Its Zurich 
subsidiary, Commerzbank (Switzer- 
land) Ltd, opened a branch in Geneva, 
and Commerzbank Capital Markets 
Corporation began operations in New 
York. Holdings were raised significantly 
in Unibanco-Banco de Investimento 
do Brasil S.A, Latin America's third- 
largest private-sector bank, and in 
Korea International Merchant Bank, a 
specialized financial institution based 
in Seoul with a strong growth and 
earnings record. 

In early 1989, a representative office 
was set up In Milan, and others are 
planned for Bombay and Seoul. With 
about 70 foreign branches, subsidiaries, 
representative offices and holdings, the 

Bank is now present in some 30 coun- 
tries all over the world. Both at home 
and abroad, its further intensified activ- 
ities have enabled Commerzbank to 
strengthen its position as a prominent 
player in global banking and finance. 

For further informahoa please contact: 

Commerzbank AG, Atlanta Agency 
1360 Peachtree St.N.E., Suite 1720 
Atlanta, G A 30309 

404) 873-6868, # (404) 873-9975 
Telex: ITT 4611085 cbk atl 

Commerzbank AG, Chicago Branch 
55 East Monroe Street, Suite 4640 
Chicago. IL 60603 
3; (312) 977-0400, # (312) 726-9098 
Telex: WU 25 3360 commerz ego 

Commerzbank AG, Los Angeles Branch 
660 S. Figueroa Street, Suite 1450 
Los Angeles, CA 90017 
@ (213) 623-8223, # (213) 623-0039 
Telex: 678338 cbkla ui 

Commerzbank AG, New York Branch 
55 Broad Street, New York. NY 10004-2552 
@(212) 208-6200. # (212) 208-6235 
Telex: ITT 423561 cbk 

Commerzbank Capital Markets Corporation 
One World Trade Center, Suite 4047 
New York. NY 10048 
® (212) 466-6100, # (212) 432-0451 
Telex: 6721062 comcapuw 

Commerzbank 
German knowhow in global financ 

Headquarters: Frankfurt International Presence: Amsterdam, Antwerp, Atlanta, Barcelona, Beijing, Brussels, Buenos Aires. Cairo, Caracas, Chicago, Copenhage 
Geneva, Hong Kong, Istanbul lakarta. lohannesburg. London. Los Angeles, Luxembourg, Madrid, Manama (Bahrain), Mexico City, Milan. Moscow, New York.1 

Osaka, Paris, Rio de Janeiro , Sao Paulo, Singapore Sydney, Tehran, Tokyo. Toronto, Zurich. 
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Capital Markets 
MONEY & INVESTMENTS 

Bond investors will need to show a bit 
more patience: Interest rates haven't yet 
peaked. But they will soon do so. 

ONE MORE 
DOWNTICK 

These are turbulent times in the 
bond markets. A major move can 
take place on the basis of a single 
monthly economic release having 
small statistical import. The good 
side of all this is that the erratic 
shifts create opportunities to buy 
bonds with generous rates of return. 

Prime movers in the market are 
changes, or the prospect of changes, 
in monetary policy. By no means 
does the Fed alter its policy targets 
with each blip in the economic 
data—it tends to make a change and 
then watch the effects on the econo- 
my or inflation for months before 
rethinking its position. But traders 
make constantly changing bets on 
whether additional Fed moves will 
be needed later in the year. With the 
recent release of the March con- 
sumer price report, for example, 
first-quarter 1989 inflation is run- 
ning at an annual rate of 6.1%. Will 
that force the Fed to tighten the 
money supply further? 

Quite probably, yes. But don't for- 
get that the Fed has already tight- 
ened the credit screws by what it 
considers a substantial amount, 
moving the Federal funds rate from 
85/8% in early December to 9%% at 
the start of March. The central bank 

Ben Weberman is a contributing editor of 
FORBES magazine. 

measures the degree of credit re- 
straint by the level at which these 
excess funds held by commercial 
banks are lent to other banks. 

Fed governors and Fed bank presi- 
dents are in agreement that we 
must observe the effects of this 
move for a while longer. The testing 
time will last until mid-June. 

In the meanwhile, short-term in- 
terest rates have moved up quite a 
bit from year-ago levels. Three- 
month Treasury bills are yielding 
8.6% on a discount basis, equiva- 
lent to a 9% bond coupon return. 
Two- to three-year Treasurys 
moved up to about 9.4%. Beyond 3- 
year maturities, the yield falls slow- 
ly to just under 9.1% at 30 years. A 
year ago these were 6%, 7.5% and 
8.85%, respectively. But rates 
across the range of maturities have 
fallen about 30 basis points from 
recent cyclical peaks of late March. 

Today's pattern is that of an in- 
verted yield curve with a hump in 
the short-intermediate-term matu- 
rities. That is, money market rates 
are higher than long bond yields and 
some of the in-between issues carry 
even higher rates of return. 

The rise to the March highs and 
the mid-April lows are really typical 
of a trading range rather than evi- 
dence of a change in the trend. 
Thus, investors must be patient to 
wait for yields somewhat higher 
than now but not necessarily above 
the March highs. 

Some time before midyear, the 
Fed will tighten the credit screws 
one more time. The Federal funds 
rate could move up as much as an- 
other 1%, to just under 11%. At the 
same time, long-term bond yields 
would also be rising, perhaps by a 
smaller amount—to 9.5%  on 30- 

year Treasurys. 
But this, however, should prove 

the last turn of the screw. Given the 
fragile state of the financial system, 
with thrifts on the ropes and banks' 
performance hurt by recent levels of 
interest rates, the Fed will not need 
much convincing to reverse course 
and move toward ease. A couple of 
months of flat prices, spurred by 
falling oil and relatively stable 
foods, will do the trick. When credit 
policy easing becomes apparent, 
perhaps sooner, a strong bond mar- 
ket rally will get under way. 

Thus, there is a window of one to 
two months for profitable bond pur- 
chases. Long Treasurys at yields of 
about 9V4% will pay off handsome- 
ly. Those unwilling to wait may 
wish to buy a five-year bond, which 
carries a 9.3% yield right now, with 
a view to swapping to a longer ma- 
turity at the first sign of a break in 
the inflation trend. 

In buying bonds to profit from 
drops in interest rates, it is impor- 
tant not to forget about call protec- 
tion. Call protection means the is- 
suer can't call in your bonds if inter- 
est rates go down. Most Treasurys, 
and a handful of corporates, are pro- 
tected against calls for the entire life 
of the bond. That's one reason Trea- 
sury yields are lower than corporate 
yields. (The other two reasons: 
Treasurys are exempt from state 
taxes and, barring national disaster, 
have no default risk.) 

The case for callable corporate 
bonds is particularly weak with the 
yield curve inverted, as it is now. 
Under normal circumstances, the 
buyer of a long-term but callable 
bond gets about Wi percentage 
points more yield than the buyer of 
a five- year bond. So if the bond gets 
called away in five years the buyer 
does not regret going long. But now- 
adays you get no extra yield—you 
probably will get about the same 
yield—for going long. 

Right now, Treasurys are attrac- 
tive for yet another reason: At pres- 
ent, you don't get enough of a re- 
ward for switching to lower-quality 
issues. Current spreads between the 
highest-rated issues carrying AAA- 
quality tags and those with the low- 
est investment grade of BBB vary 
from month to month. Right now, 
they're too narrow. That is, the mar- 
ket is giving you an incentive to 
trade up in quality. You lose little 
yield going for the highest-quality 
corporates or, when you figure in 
state taxes saved, for Treasurys.   ■ 
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The Contrarian 
MONEY & INVESTMENTS 

Nervous investors flocking to high-yield 
bonds shouldn't forget that stocks have 
whipped bonds decisively over the years. 

THE CASE 
FOR STOCKS 

By David Dreman 

"Long bonds have been a major di- 
saster over time, according to one of 
your recent columns," some readers 
have told me, "but did stocks do any 
better?" Fair question. 

To answer it, we looked at the 
return of the s&p 500 in the postwar 
period, again adjusted for inflation 
and taxes as we did for bonds (a 50% 
tax rate was used for dividends). The 
results for the 43 years from 1946 to 
1988 are shown in the chart below. 
The chart is devastating for bonds. 

An investor who had put $10,000 
into the market (as measured by the 
s&p) would have $63,741 in 1988 
after inflation and taxes. The inves- 
tor who put $10,000 into long-term 
government bonds at the same time 
would have seen his capital wither 
to $2,451. Hard to believe but true; 
folks in stocks did 27 times as well 
as those in bonds. 

Was it anv different for tax-free 
accounts? Not much. Ten thousand 
placed in stocks in 1946 would have 
become $158,076 in 1988 after ad- 
justing for inflation ($1,049,210 in 

dollars). By comparison, 
$10,000 put into long-term govem- 

I du l ne nine would have 
shrunk to $8,350 after inflation. 

>lg  (I tree lor of 
■ 'tu , In 

"«''•' md author of 
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If stocks have been an exception- 
ally rewarding investment over 
time, why don't more investors rec- 
ognize that fact? The answer goes 
back to the accepted wisdom built 
upon for well over 100 years that 
government and high-grade corpo- 
rate bonds were almost riskless. 
This in spite of the experience of the 
past four decades. 

While I certainly don't claim the 
past is prologue to the future, infla- 
tion and taxes are still alive and 
well, which means that bonds will 
continue to face difficult hurdles. 

Unfortunately, investing success- 
fully in stocks is not a simple mat- 
ter. Stocks are omery critters. You 
must have the stomach to stick 
with them through those times 
when most investors are running 
for the exits—as in October 1987, 
for example. 

We are still in one of those gut- 

wrenching periods. No question eq- 
uities are cheap. With the largest 
rise in earnings in decades, the P/E 
of the S&P 500 has been chopped 
from 22 two years ago to 12 today. 
But facts, even strong ones, hold 
little ground in the face of investors' 
fears and anxieties. The specter of 
the 1987 crash still haunts most 
people, frightening many out of the 
market, in spite of the excellent val- 
ues available. 

A major effect postcrash is that 
many growing industries have been 
driven to historically low P/ES on 
temporarily disappointing earnings 
news. One group that stands out 
today is the computer stocks, which 
are at some of the lowest multiples 
since the 1950s. Three stocks in the 
industry I'd look at here: 

/B.M (110) is down 37% from its 
1987 high and 9% since the begin- 
ning of the year. Earnings should be 
up almost 20% for the year, with 
another good increase in 1990. IBM 
trades at a P/E of 11 and yields 4%. 

Compaq Computer (75). What 
should you pay for a company with 
an annual earnings growth rate of 
more than 100% over the past five 
years, which is likely to be up 20% 
or more in 1989? If it's a computer 
company today, not very much. In 
spite of its continuing excellent 
outlook, CPQ trades at a P/E of 11. 

Apple Computer (38)—the pioneer 
and one of the leading PC compa- 
nies—is also down sharply as a re- 
sult of temporary problems. Earn- 
ings should still be up in 1989 and 
the gains should accelerate next 
year. Apple trades at a P/E of 11 and 
yields 1%. ■ 

No contest 
Consider an investor who put $10,000 in the market (as measured by 
the S&P 500) in 1946 and another investor who put down ten times 
as much, $100,000, in long-term government bonds. Forty-three 
years later, after inflation and taxes, the stock investment would be 
worth more than $63,000, the bond position just under $25,000. 
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Stock Trends 
MONEY & INVESTMENTS 

Investors could find President Bush an 
excellent chief executive officer for 
a slow-growth economic environment. 

NO-FUSS BUDGET 

By Ann C. Brown 

have $536 (a dollar for the Presi- 
dent, $535 for Congress) that says 
no way the New Bipartisanism is 
going to bring the federal budget 
deficit down to $99 billion in fiscal 
1990. Not that our political leader- 
ship won't pay considerable read- 
my-lips service to this publicly pop- 
ular objective. It's just that when all 
is said and summed next year, the 
U.S. will still have a greater-than- 
Gramm-Rudman income/outgo im- 
balance. This will keep interest 
rates high, the dollar weak and the 
stock market probably little 
changed from where it is at the mo- 
ment—give or take 5% to 10%. 

While most of the shortfall will 
be blamed on revenue declines be- 
cause of slower economic growth 
and the incalculable costs of acts of 
God and man (the savings and loans 
bailout, increased interest rates ver- 
sus assumptions, environmental 
cleanup charges, etc.), the truth is 
that most of the deficit will contin- 
ue to come from continuing in- 
creased spending on education, drug 
enforcement, health programs and 
aid to dependent farmers and other 

i  worthy groups. 
ire simply too many de- 
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mands for money to meet the sup- 
ply of no-new-taxes funds for the 
U.S. budget to be in equilibrium 
anytime soon—if ever. The reason 
for the "if ever" is that policymak- 
ers also know that the price of a 
balanced budget is the risk not only 
of domestic recession but of a 
worldwide economic dislocation 
that could have potentially serious 
international political as well as 
economic consequences. 

What is most important about the 
budget accord is not its substance 
but the style in which it was 
reached. There was no long and 
noisy confrontation between the 
White House and Capitol Hill over 
the proposal as there had been dur- 
ing the Reagan years. It was present- 
ed as a "done deal" with all the 
divisive details kicked ahead. Even 
the day and the way in which the 
budget agreement was announced 
were designed to engender minimal 
attention and discussion. 

We are now into the second hun- 
dred days of the Bush Administra- 
tion and have a somewhat better 
idea of the kind of economic man- 
agement we can expect for the next 
four years. The Great Communica- 
tor may have been replaced by a 
Competent Conciliator, which isn't 
a bad idea considering you have two 
parties running the system. Inves- 
tors could find President Bush an 
excellent chief executive officer for 
a slow-growth economic environ- 
ment. No technicolor personality. 
No four-star programs. Just a guy 
trying to keep a good thing going. 

The latest statistics suggest that 
this may be possible—that the ex- 
pansion should continue this year 
and perhaps through next year as 
well.   The   prompt   tightening   of 

money and credit by the Federal Re- 
serve is beginning to have the de- 
sired effects of slowing economic 
activity and diminishing the 
chances of runaway inflation. One 
month's numbers do not a pattern 
make, but the comparative softness 
in capacity utilization, producer 
prices, retail sales, housing and in- 
dustrial production was welcomed 
by Wall Street. Currently, bad news 
is good news. What will put the lid 
on stock prices is when bad news is 
bad news. Particularly when it 
translates into lower-than-expected 
corporate profits. 

At times like this, I like to own 
stocks in companies whose earn- 
ings growth is little affected by the 
pace of the overall economy. Gener- 
al Mills (63) is one such company 
that could continue its recent string 
of above-average total returns well 
into the 1990s. Ever since GIS spun 
off its nonfood business, the compa- 
ny has been on a roll. Earnings per 
share for fiscal 1989 (ending this 
month) will be up around 25% from 
1988. Next year preliminary esti- 
mates are for EPS of $4.40 to $4.50. 

Merck (69) is attractive for two 
reasons. The first is that the com- 
pany's foreign sales are over 50% of 
the business and earnings from 
these operations could rise when 
the dollar resumes its decline, 
which could happen anytime soon. 
Second, MRK has good products and 
great management. For 1989, earn- 
ings per share are estimated at 
$3.80, up from $3.05 last year. Next 
year $4.65 to $4.75 per share looks 
possible. 

I like the fact that Browning-Ferris 
(32) has had up earnings for the past 
14 years in all kinds of economic 
weather. The company could show 
earnings growth of 15% to 20% per 
year for the next several years, BFI'S 
landfill holdings are extremely 
valuable and are likely to become 
even more so. Estimated EPS for fis- 
cal 1989 (ending September) are 
$1.80. For 1990 look for $2.15 to 
$2.20 per share. 

Gerber Products (69) is benefiting 
from restructuring and the divesti- 
ture of unprofitable operations by 
new management. Baby food sales 
are booming and the company's 
share of the market has grown to 
over 72%. GEB is estimated to earn 
around $5.25 per share. Target price 
fof the stock: $85 per share by year- 
end. Buyout price: $110 per share or 
so is a good guess in case anyone's 
interested. ■ 
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House prices are weakening almost ev- 
erywhere. Rising interest rates are only 
part of the problem. 

CRUMBLING 
FOUNDATIONS 

By Asbby Bladen 

The most important financial de- 
velopment of 1989—the erosion of 
house prices—is hardly being men- 
tioned in the financial press. You 
may recall that last August I con- 
cluded that "if you have residential 
property that you are holding for 
investment, this summer looks like 
an excellent time to cash in." If you 
waited, in most parts of the country 
you will have to take significantly 
less than you could have gotten 
nine months ago. 

I was jolted into taking another 
look at the house market by learn- 
ing that an unusually fine home we 
had looked at in 1982, and that had 
been resold last year at about three 
times the previous asking price, had 
gone into foreclosure. The owner 
was evidently an unusually reckless 
speculator who had bought several 
properties at peak prices, but even 
so until now foreclosure on a house 
of that quality has been decidedly 
unusual. It is likely to be less so 
from now on. 

In that Aug. 8,1988 column I men- 
tioned that house prices in our neck 
of the woods had approximately tre- 
bled since 1982, although the hous- 
es' real values could hardly have 

Ashby Bladen is a financial consultant and 
author of How to Cope with the Develop- 
ing Financial Crisis. 

changed very much. Most of the ap- 
preciation was simply price infla- 
tion caused by an enormous flow of 
credit into the market. And now 
there are many reasons to believe 
that the credit flow is drying up. 

First, and least important, the Fed 
is pushing interest rates up again to 
combat inflation. 

Second, we now have an inverted 
yield curve—short-term interest 
rates are higher than long ones. 
That is hard on thrift institutions 
that have to pay today's high rates 
on their deposit liabilities out of 
their interest income from long- 
term mortgages. Since 1982 they 
have tried to get out of that box by 
lending mainly on variable-rate 
mortgages. But, as is often the case 
with new and untried financial in- 
struments, it hasn't worked as well 
as it was supposed to. A negative 
interest spread between mortgage 
assets and deposit liabilities will 
undoubtedly give the coup de grace 
to many more shaky thrifts. 

Finally, and more ominously, the 
government's inability to find a 
plausible way of honoring its moral 
guarantee of the thrifts' deposits is 
likely to raise questions about all its 
moral guarantees. The more that 
thoughtful financial journalists 
look into the thrift situation, the 
worse it appears. Recently Martin 
Mayer pointed out that House 
Speaker Wright did his Texas bud- 
dies a favor by getting the last thrift 
bailout bill limited to $10.8 billion 
so that the operating losses of the 
busted thrifts could be paid, but the 
FSLIC wouldn't have enough money 
to liquidate them. Thus the first 
bailout bill was obviously inade- 
quate even before it was passed, and 
the current one is, too. When you 

take into account the long time in- 
volved, and the huge losses fire sales 
of their assets involve, it looks more 
like a $400 billion than a $50 billion 
problem. 

A figure like that would blow 
the Gramm-Rudman ceilings sky- 
high, because it is more than twice 
the annual rate of budget deficit 
that the ceilings were imposed to 
cope with. And Congress will find 
that saddling us taxpayers with 
that kind of burden is politically 
almost impossible. Ralph Nader ar- 
gues that we the people didn't 
cause the thrift crisis, so we 
shouldn't have to pay for it. And 
New England politicians are saying 
that the crazy Texans are responsi- 
ble, not we canny Yankees, so we 
shouldn't have to pay. I have ar- 
gued that making us taxpayers the 
guarantors of deposits was a disas- 
trous mistake, but the fact is that 
we have the only pockets deep 
enough to go on postponing a cri- 
sis. On the other hand, the Third 
World debt crisis shows that trying 
to bail everybody out with the 
credit of the national state will end 
by causing it also to collapse. 

Now, house mortgages are like 
thrift deposits, in the sense that the 
ultimate lender doesn't care about 
the quality of the underlying loans 
because he is relying on the govern- 
ment's moral guarantee of his Fan- 
nie Mae, Ginnie Mae or Freddie 
Mac passthroughs. The odd thing is 
that moral guarantees have been 
around for at least half a century, 
but nobody knows exactly what 
they mean when push comes to 
shove, because the thrift crisis is the 
first real one to come along. If confi- 
dence in moral guarantees fades, the 
flood of mortgage credit into the 
housing market will become a 
drought. 

It is a frightening situation, be- 
cause for many years Americans 
have been financing the good life by 
borrowing on the inflationary prof- 
its in their homes. Fortunately, you 
and I as individuals don't have to 
solve all the country's problems. 
My current advice is more emphatic 
than it was last year. I urge you to 
think hard about your ability to car- 
ry your mortgage if it turns out that 
the long bull market in houses has 
indeed come to an end. If you have 
any doubts about your financial 
staying power, don't wait for prices 
to recover because the next move in 
house prices is much more likely to 
be down than up. ■ 
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Pass the envelope please! Academy Award 
time for the investment letter industry. 

AND THE 
WINNER IS • • • 

By Hark Hulbert 

Oscar season may be over in Holly- 
wood, but I have decided to hold my 
own, decidedly personal, awards 
ceremony for investment letters. 

I base my awards on my Hulbert 
Guide to Financial Newsletters (Probus 
Publishing, $24.95), a just-pub- 
lished survey of nearly nine years of 
research into the performance of the 
hundred-plus investment letters 
that I monitor. 
• Best Overall Performance: The 
equivalent of Hollywood's best pic- 
ture award would undoubtedly go to 
Martin Zweig of The Zweig Forecast 
His letter is firmly in first place for 
performance among all those I have 
followed since mid-1980, with a 
gain of 402%, compared with the 
s&p 500's total return of 266.8%. 
Even more remarkable is Zweig's 
consistency: He has not lost money 
in any single year since I began 
tracking his performance. 
• Best Short-Term Trader: Zweig 
again. Most advisers whose average 
holding period is as short as 
Zweig's-  usually    less    than    six 

ths do not make enough to 
pay commission costs. But Zweig 
does. He's a phenomenon. 
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• Best Technician (equivalent to Best 
Special Effects?): Dan Sullivan of 
The Chartist. Despite his letter's 
name, Sullivan is not a pure chart- 
ist. But he is a pure technician, fo- 
cusing exclusively on price and vol- 
ume statistics and not caring very 
much about what his recommended 
companies do. His trading portfolio 
is the only one based entirely on 
technical analysis that also has 
beaten the total-return s&p 500 in 
the five-year period from 1983. 
9 Best Fundamentalist: Charles All- 
mon of Growth Stock Outlook. All- 
mon is a pure fundamentalist, even 
claiming a sort of apostolic succes- 
sion transmitted in the form of an 
approving phone call from the late 
Ben Graham, the father of funda- 
mental analysis. His letter beat the 
s&p 500 for the period since mid- 
1980, 299.5% vs. 266.8%, and is in 
first place when performance is ad- 
justed for risk. 

Ironically, Allmon loves to ridi- 
cule technical analysts, arguing that 
the squiggles traced by a stock's 
price on a chart are meaningless. 
The fact that both he and Sullivan 
rank high in my ratings underscores 
a major finding discussed in the Hul- 
IKTI i,uide There is no one road to 
investment riches. 

Runner-up behind Allmon: Al 
Frank of The Prudent Speculator 
Frank's heavily margined portfolio 
put him way out in front until the 
1987 crash, when it shed nearly 
60%. Frank has recovered smartly 
since then and once again is ahead 
of Allmon, with a total gain of 
368%. But he is well behind Allmon 
on a risk-adjusted basis, and also 
may be slipping somewhat from the 
fundamentalist faith: He is now 
using  technical   analysis  to  time 

the market's short-term moves. 
However, Frank certainly de- 

serves the— 
• Most Honest in a Crisis Oscar. Un- 
like many of his fellow newsletter 
editors, who falsely denied that 
their portfolios were devastated by 
the crash, Frank issued a simple mea 
culpa to his subscribers: "I apolo- 
gize." What's more to be said? 
• Worst-Promoted Market Beater. Tom 
Bishop of BI Research [see my column 
in the May 1 FORBES). This is one of 
the handful of letters that have beat- 
en the s&p 500 in the period since 
1984 (which is when I began follow- 
ing Bishop's letter). But Bishop re- 
mains virtually unknown. 
• Best-Promoted Market Loser: Stan 
Weinstein of Professional Tape Read- 
er. Since mid-1980, while the total- 
return s&p has gained 266.8%, 
Weinstein has achieved a mere 26% 
(that's twenty-six percent). But his 
hard-driving hype (or maybe some 
hidden charms) have managed a 
miracle equivalent to walking on 
water: He is still one of the most 
famous investment letter personal- 
ities and a much-sought-after semi- 
nar speaker. 
• Most Scholarly Letter. Many would 
regard such a category as an oxymo- 
ron, since the bulk of academia be- 
lieves the market can't be beaten. 
But Norman Fosback of Market Logic 
has a strong academic background, 
having done his graduate work at 
Portland State University's Invest- 
ment Analysis Center, where the 
seminal academic study of insider 
buying and selling was conducted. 
And his letter is one of the indus- 
try's few that regularly report on the 
latest academic research, much of 
which, paradoxically, shows that 
the market can be beaten. My new 
book puts Market Logic in sixth place 
for performance since 1980. 
• Most Consistent Mutual Fund Switch- 
er: Peter Eliades of Stockmarket Cy- 
cles Eliades' timing beat the stock 
market in 1985, 1986 and 1987; and 
(assuming you traded in and out of 
the market using hourly priced 
funds) in 1988 as well. He's the only 
timer I monitor who has done so. 

My investment letter Oscar cere- 
mony isn't going to go on forever— 
unlike Hollywood's. But I can't re- 
sist adding a category Tinseltown 
seems to have overlooked: 
• Worst Performer. Joe Granville of 
the Granville Market Letter. His stock 
portfolio actually lost 59.3% during 
the greatest bull market in history. 
That's X-rated by any standard. ■ 
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Insights 
MONEY & INVESTMENTS 

While scientists ponder possibilities, inves- 
tors must look for opportunities. In the 
case of nuclear fusion, they are looking 
in the wrong places. 

A FUSION FLIER 
By Michael Gianturco 

It sounds too good to be true: an 
almost limitless source of clean, in- 
expensive power from a scientific 
breakthrough which, if fully con- 
firmed, will be as important as the 
discovery of fire. 

Two chemists working at the 
University of Utah have announced 
a simple benchtop device which, 
they claim, produces a thermal out- 
put of 4.5 watts on an input of just 1 
watt. The scientists, Stanley Pons 
and Martin Fleischmann, believe 
the heat arises from nuclear fusion. 
Laboratories all over the world have 
been rushing to confirm the experi- 
ment, with mixed results. 

The Utah discovery is still a very 
long way from a commercially us- 
able device. But speculators can't 
wait for scientific proof. They're 
laying bets now, in, for example, the 
commodity markets. Because the 
Utah device uses a palladium elec- 
trode, palladium futures have vault- 
ed. One company is making some 
quick profits selling deuterium to 
experimenters (see p. 132). 

Palladium is the most obvious 
way to play the cold fusion phenom- 

Micbael Gianturco is president of The 
Princeton Portfolios, a New Jersey invest- 
ment management firm, and editor of its 
computerized newsletter on technology and 
biotechnology stocks 

enon, but there are at least two oth- 
er metals now known to have po- 
tential importance to the process— 
titanium and lithium. The pure 
play on titanium, Oregon Metallur- 
gical (OREM), has skyrocketed. An 
analyst who covers the stock lifted 
his buy recommendation as it 
roared through $15—and as I write 
this, it has crested at S24. This is 
speculation on a speculation: Ignore 
it. Palladium and titanium are risky 
because cold fusion may not depend 
on either one. 

Despite or perhaps because of the 
runaway speculative fever, it seems 
a good moment to step back and ask 
whether cold fusion is a crackpot 
idea. It isn't. Nor is it something 
entirely new—cold fusion reactions 
are commonly induced in laborato- 
ries and in industrial applications 
using particle accelerators. But un- 
til the claims made by Pons and 
Fleischmann, cold fusion reactions 
had always cost more energy to in- 
duce than they have returned in 
thermal output. 

The high net energy output of the 
new cell is remarkable but, in my 
view, not incredible. There is some- 
thing extraordinary going on in that 
Utah cell, and I am prepared to work 
within the idea that where there's 
smoke, there's fusion. 

Maybe palladium is the secret— 
but maybe it isn't. For investors 
who are intrigued by the possibility 
of cold fusion but don't want to bet 
too heavily on it, I believe lithium is 
the best choice. We have ourselves 
followed this course, because I am 
strongly convinced that lithium is 
the essential (and commercially 
most promising) ingredient in the 
cold fusion process. 

Why lithium? I believe lithium-6 

is a source in the cell for tritium 
(just as it is in the nuclear industry) 
and that the dominant fusion reac- 
tion occurs between this tritium 
and deuterium. Lithium and its oth- 
er isotopes, notably lithium-7, are 
implicated in several alternative in- 
terpretations as well. 

You can play lithium by investing 
in the stock of FMC Corp. (My firm 
bought the stock for customer ac- 
counts at $33 on Apr. 11.) FMC is a 
diversified chemical and machinery 
company that happens to own and 
produce lithium. It is probably 
slightly undervalued, so it is thus a 
fair investment on its other merits. 
If the cold fusion phenomenon sput- 
ters to a dead end—as it certainly 
could—you would be left with FMC 
holdings with substantial value. 
One could not say this of palladium 
futures. 

Only FMC and Cypress Minerals 
produce lithium. Almost 44% of 
Cypress' business is coal. Commer- 
cial cold fusion would have a strong 
negative impact on coal and the 
coal-based utilities, so the lithium 
opportunity for Cypress cancels it- 
self out. By elimination, we pick 
FMC Corp. 

FMC is a big company, with $3.3 
billion in sales, FMC'S lithium-pro- 
ducing subsidiary, Lithium Corp. of 
America, grosses about $100 mil- 
lion annually, or less than 3% of 
FMC'S total business. If there is to be 
an impact on FMC stock, it will 
come from a sudden appreciation of 
its lithium ore assets in the ground, 
and of its rights to additional lithi- 
um ore. FMC'S technology for lithi- 
um recovery, refining and produc- 
tion will also appreciate in value. 
The company owns half of a lithium 
mine in Cherryville, N.C., and long- 
term lease commitments for the 
other half, FMC owns a lithium 
plant in Bessemer City, N.C. 

FMC'S Lithium Corp. of America 
was originally based in Minnesota. 
It depleted the ore there and moved 
its plant to get close to the current 
source of richer ore in North Caroli- 
na. Lithium is not truly scarce, but 
the economics of mining and selling 
it have never been strong enough to 
justify really scratching for it. 

If practical cold fusion depends on 
lithium, and I am strongly con- 
vinced it does, then FMC stock 
should ascend sharply as more facts 
emerge. If cold fusion does not exist, 
or if lithium doesn't have a critical 
role to play in the reaction, then 
FMC is a fair investment anyway. ■ 
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Market/1 WINE CELLARS WINE CELLARS 

>S OPPORTUNITIES BUSINESS OPPORTUNITIES 

Become Part of a Multi-million Dollar Industry !\ 
Refill Toner Cartridges for Laser Printers and Copiers 
Big profits! Low overhead! Our low initial investment starts at 
just $495.00! Full or part time. No special skills or experience 
necessary. We provide complete training, tools 
technical support, and wholesale supplies! i 
Call today for our free information package 

a 

LASER PRODUCT CONSULTANTS 

(206) 776-6765 
4320 196th SW, Suite B-643   Lynnwood, WA   98036 

SiFr 

REAL ESTATE 

MAJOR     PRICE     REDUCTION. 
Adjoining the national forest on two 
sides, this 1,100-acre ranch lies at the end 
of the road in its own basin, a 20-mile 
drive from Cody. The architect-designed, 
11-year-old main residence contains more 
than 6,000 square feet. The original log 
home is a classic, in good condition, and 
sued to command a panoramic view of 
the peaks of the Absaroka Range. A 
caretaker's house, barn and log recreation 
hall complete the ranch. The terrain 
includes rock palisades, open hills, lush 
spring-fed valleys, two lakes, timbered 
hillsides, aspen groves and a mountain 
stream. The price has been reduced to 
$1,500,000. 
CHAIR ROCK RANCH. More than 
9,000 acres of two private valleys at the 
end of the road in the wild and rugged 
Medicine Bow Mountains offer the 
absolute in privacy. This ranch is adjacent 
to the national forest and has two 
mountain streams running through it for 
about four miles, plus two nice lakes. 
Attractive summer improvements have 
been made. Abundant big game and great 
horseback riding country. An easy drive 
from a commercial airport at Casper. 
This pan of Wyoming has all the features 
of Cody, Sheridan and Jackson, but no 
one has discovered it, yet! Contact 
exclusive agent for seller: Hall and Hall, 
Inc.. I'd. Box 1924, Billings. Monl. 
59103, (406) 252-2155 or (406) 682-7583. 

Prime Location 
Approved 200* acre site lor Hotel, 

Distribution. Office in Central New Jersey 
1000's ol feet of Irontage on I-295 and 

NJTPK  Direct access off I 295 & minutes 
to NJTPK entrance 

Serious inquiries only. 

(201) 359-7970 

11,050 ACRES 
i astern Oklahoma Ranch 

1 xcellenl ln< i >me Property 
MG Smith Real Estate 

rkas 

Forbf' 
60 f- 

New York, N 

(212)620-2440 

BUSINESS OPPORTUNITIES 

FOR 

BY OWNER 
AUTOS BOATS AIRPLANES 

BUSINESSES flNE ART 
HORSES LUXURV HOMES 

Jjj 140000INDIVIDUAL LISTINGS 
_ NO BROKERAGE 

COMMISSION 

COMPUTER LISTINGS 
UPDATED DAiLV 

Toll Free I 800-327-9630 

REPOSSESSED VA & HUD HOMES 
available from government from ST without credit 
check You repair Also drug seizures and tax 
delinquent foreclosures CALL (805) 682-7555 
EXT H-1030 for repo list your area 

SEIZED CARS—Porsche Ferrari Vette. 
etc Trucks, boats. 4-wheelers TVs stereos, 
furniture by Drug Enforcement Agency FBI IRS 
Unbelievable bargains on late models Available 
your area now Call (805) 682-7555 EXT C-1031 

REAL ESTATE 

RESIDENTIAL 
COMMERCIAL 
FARM & RANCH 

-*< MC 4 VISA I 
AD-X totfmmttonti Listing Strnvc*. tne 

SELL IN JAPAN! 
I isi you propen\ u«.in£ our [bkyo office 10 
re*.h MKi I   Real Kiaic broker* in Japan 

Free tnmlalion   NO COMMISSION   Your 
name listed as CO0JDKI poini   Tea/ sheel 

provided   On Is M1*) tor J months listing 

CALL: Hon & Bunker Inc. 

1-800-USA-2111 

BUSINESS ACQUISITION 

PRESIDENTS 
WITHOUT A 

YOU   F 
WE'LL. BUY IT 
trou   RUN   IT 

SEND RESUME AND LETTER TO CHAIRMAN 
1500 EXECUTIVE M. ELGIN, IL 60123 

THE Original VlNOTHEQUE 
This is the finest wine storage system made. 

* Automatic humidity/temperature 
control 

* Free-standing 
* Vibration free 
* Bottle aeration 
* Active odor filtration 
* Sizes from 3 20-1000 bottles 
* Many other options 

Rfquest our FREE 85 page catalog ol fine & rare wines. 
VISA/MC/Aw.Exp. 

415 459-3823 415 456-9463 FAX 415 456-8858 

MARIX Wixe CeLLAR 2138 4th St. San Rafael 
CA 94901 

BUSINESS OPPORTUNITIES 

ATTENTION CORPORATE AMERICA 
Become involved in the world's fastest motor 
sport: Air Racing1 Two unlimited Air Racers and 
Curtiss P-40 available for your corporate logo 
Each will be displayed and flown in front of 
hundreds of thousands during the 1989-1990 
race and air show seasons These magnificent 
aircraft are inviting corporate sponsorship For 
further information contact Donald A Terry. 
ICAS #1136. Huntress III Strega Air Race 
Team, 4016 W Malvern. Fullerton. CA 92632 
714-526-3571, 805-525-0922 (lax) 

FINANCIAL SERVICES 

BIG-NAME STOCKS 
TO UNLOAD NOW: 
My new Performance ■■ 
Ratings of all NYSE 
stocks show 200 ex- 
tremely vulnerable    ~ •*• 
stocks (rated 8 or 9) L 
-including some very j 
famous names- 
which I believe could 

"n^hP^Unr^nrP  MARTIN ZWEIG you the Performance 
Ratings ($39 value) as a bonus with 
your subscription to The Zwetg Fore- 
cast Time is crucial. 

Three-Month Trial $50. One Year 
$245 Visa or MC 1-800-633-2252 
Ext 9023 
THE ZWEIG FORECAST 

P.O. Box 360. Bellmore, NY. 11710 

ALL DISCOUNT BROKERS 
ARE NOT ALIKE! 

Muriel SieberT tailors rates to your needs 
Example 1000 shrs «i 5c 2000 to 4999 shrs 
(a 4C 5000 - snrs (" 3c OTC 3c 5000 - 
2c. $50 mm 

Trade with the discount professionals— 
Muriel Sieberi & Co.. Inc.. 

444 Madison Ave . NY. NY 10022. 
1-718-SIE-BERT-1-800-USA-0711 

Memtw< NYSE  1967 StPC Ctepi FB 

HARD TO BORROW? 
No Credit Check 

(Guarantees Provided 
We do not make loans 

Minimum $100,000 5-20 years 
The Funding Assistance Corp. 

ISA   (212)755-9400 
Fax(212)755-7339 

, WINE CELLARS 

'^iV^t\ FREE CATALOG,: 
*H°^- 800«356-VINOL 

Dept. G-2 

THE WINE  ^ENTHUSIAST) 
404 Irvington St.. Pleasantville, NY 1057(1 

BUSINESS SERVICES 

N.A.G.L.S. 
View precious gems.ton.es for -.die. 

cm computer, free of charge 

(4161 238-4985 
For further information. 

(416) 238-8044 

EDUCATIONAL SERVICES 

IT II V APFKO\ED UNIVERSITY 
DEGREES! Fconomical home study 
for Hachclor'.s, Master's, Ph.D.. full 
approved by California State Dept 
of Education. Prestigious faculty 
counsels for independent study am 
life experience credits (5000 
enrolled students, 400 faculty). 
Free Information - Richard 
Crews. Ml) (Harvard). President, 
Columbia Pacific University, Dept 
3D14, 1415 Third St., San Rafael, 
CA 94901.   Toll free. (800) 227- 
0119;  CA   (800) 552-5522; or 
(415) 459-1650 

BACHELOR,MASTER,DOCTOfH 
EARN A DEGREE Use your jasi eiperien 
credit toward your deoree No classes serf 
or on campus aiienr/ance Studies duildl 

your eipenence Self-paced • Sena Rn 
For No Cosi Evail 
5777 W Cintunl 

*"      Suite 6(,  ( 

Oepl  :jl 
Lot Anytm  CA II 

COLLEGE DEGREE 
BACHELORS • MASTERS • DOCTOflAl 

foi Won Lite am tuden 
Eiptnenot No CUssroor 

MefKUiw Required 

Call (213) 471-03 
Outsld* Callfoml 

1 • 800-423-324 
oi send detailed resur 

tot Free Evaluation 
Pacific Western University 

600 N  SCOUIVMJ BM)    Oept  185  Los AngMH  CA 90' 

FAST FACTS 
ABOUT FORBES 
SUBSCRIBERS: 

♦Total paid circula- 
tion: 735,000 

♦Average house 
income: $162.( 



CORPORATE ITEMS CORPORATE ITEMS WINE CELLARS WINE CELLARS 

100% Cotton/Your Logo!— 
Better Than Lacoste or Ralph Lauren! 

cpSp 
Our yreal quality, unconditionally-guaranteed-polo ^hirt> are 100% cotton, Amcru.in 
MaJc, and custom embrtudercd with your It>t»*► >>r design. Minimum order just six shirts. 
Fur ,i price I ist. brochure and information about our other great products call: 

1-800-274-4787 

The Queensboro Shirt Company 
Dept F-14, 119N 11th St., Greenpoint, NY 11211 

We Will Not De Undersold-Call us First! 

WlNECELLARS- USA 
Most Units Shipped 

Single Temp Models 

From Stock! 
Retail  Your Cost 

440 Bottle Capacity 
700 Bottle Capacity 
250 Bottle Capacity 
296 Bottle Credenza 

Dual Temp Models 

$ 2495        $ 1695 
3495            1995 
1795            1395 
2495            1695 

Retail  Your Cost 

600 Bottle Capacity $ 4995        $ 3495 
880 Bottle Capacity 4495 2995 
1400 Bottle Capacity-4 door   6500 3795 
 Visa/MC/AmEx/Discover 

Custom Cellars & Racking Systems - Call For Catalog 
134 W 131ST St. Los Angeles • 800/777/VINO (777-8466) or in CA 213/719-9500 

FACSIMILE MACHINES 

CALL M TQM YI 

FAX O* AMIRICA 
1-aOO-S41-#AXX 

COMPUTERS 

INDUSTRIESINC HI mpRYmflc 
Our 12th vcar »l DISCOUNTS, 

COMPUTERS & CELLULAR PHONES 
r-^l   Prepaid   Save Tax 
Toll Free 800-231-36*0 

nwi»vflrsr. 
Ml Kats hss\    Kals iHouslonj TX 7745(1 

1-713-392-0747 hax (7Pi 574-4567 

MISCELLANEOUS FOR SALE 

INVESTMENT GEMSTONES! 
GUARANTEED LIQUIDITY!!! 

Afe buy & sell Diamonds and all Precious 
,-jjij jemstones   Free wholesale catalog since 

,   967' Member: Jewelers Board of Trade & 
^(S^ttmber of Commerce 

«> HOUSE OF ONYX 
One Main Street 

»!<4        Greenville, Kentucky 42345 
Ml       TOLL FREE 1-800-626-8352 

IS CARING 

Make your training messages 
stick with humor. 

Learn how from John Cleese. 

Free 8 minute video rental 
with your first order of a 
Video Arts program in 
management, selling, or 
customer care. 

For a FREE 
catalog call: 

VIDEO 
ARTS 
1-800-553-0091 
xl69 

In IL 
1-312-291-1008 
x!69 

EXECUTIVE GIFTS 

CIGARS CIGARS 

LOOK! 
EXECUFOLD™ 
Desktop Folder 

Simply drop in a letter. I 3 sheets stapled or 
unstapted lor a perfect /old everytime 

List $279 00 — 30 Day Money Back Guarantee 

f-^>jt Machines for Business _ 

20505 EAST VALLEY BLVD , WALNUT. CA 91789 

Call: 800-255-3713   8h 
For Your Nearest Dealer ™™ 

Forbes: Capitalist Tool 

H. UPMANN 
LONSDALE 

CIGARS 
40% OFF 

Box of 25, m RG42 
i  Natural Wrapper 

i\ $31.50 

I ORDER TOLL-FREE 
1 800-672-5544 

(New York: 212-221-1408 
Have your VISA or MasterCard Ready. 

MERCHANDISE 

STOP SWEAT 
FOR 6 WEEKS 
DRIONIC*- the 
answer to costly and 
embarrassing under- 
arm, hand or foot 
sweat. Short treatment 
with electronic Drionic 
keeps these areas dry 
for 6 week periods. Try 
doctor recommended 
Drionic @ $125 ea. pair 
(specify which). Send 
ck or MC/Visa # & exp. 
date. CA res. add 6% 
tax. 45 DAY MONEY 
BACK GUAR. 

GENERAL MEDICAL CO. 
Dept. FOB-19 

1935 Armacost Ave. 
Los Angeles, CA 90025 

Phone orders —MC/ 
Visa —800 HEAL DOC c NMflei WE: CO 

AUTOMOBILES 

1973 Ferrari  Davlonu Spvcler 

Original. One owner. 8900 miles. 
Red with Tan. Like factory new. 
Investment potential unlimited. 
Offers over $2 million. Private 
sale by owner. Contact Sue. 

(602) 840-2345 

Special 10% discount on classified ads that run in both 
AMERICAN HERITAGE Market/Classified and FORBES Market/Classified. 

CALL FOR FREE CATALOG 
And Discounts On Fresh, Perfect 

DON DIEGO    H. UPMANN    TE-AM0 
CABANAS    M0NTECRUZ    HENRY CLAY 
PRIMO DEL REY... ANY TOP BRAND! 

Charge to VISA or MasterCard or send 
check or MO. Add $2 shipping. New 
Yorkers add sales tax. Offer expires 
6/30/89. F0202 

FAMOUS SMOKE SHOP 
55 West 39th St., New York NY 10018     I 

■  ■■■  aaa  n mm  *J 

BUILDING SUPPLIES 

Excellence inQak 
Meticulously detailed oak entrances 

and mienon for prestigious 
homes and businesses. 

Our exclusive handmade 
door and moulding 
systems are produced 
on a limited basis 
by master craftsmen. 

We Invite you to call 
or write for free 
leaflet, $5 brochure 
package, or complete 
Si2 portfolio. 

COMMAND 
ATTENTION 

A man's 
image ol 
distinction 
is conveyed 
by his tie! 

Choose from 
this catalog's 
unique selection1  
of fashionable, pure silk, finely sewn ties 
carefully selected to project authority. 

^OWERTfES- 
Call for tree catalog 1-800-365-0999 



Streetwalker 
Edited by Thomas Jaffe 

More today, 
more tomorrow 
Y' ou've heard of price-to-sales, 

price-to-book, the price/earnings 
ratio and more. Now consider the 
Dow yield as a worthwhile market 
indicator. This is defined as the total 
dividends paid by the 30 Dow Jones 
industrial stocks, divided by the 
stocks' aggregate price. 

Richard C. Young, president of 
Young Research & Publishing, an eco- 
nomic and monetary research firm 
based in Newport, R.I., has compiled 
some fascinating time series using the 
Dow yield. For instance, only once 
since the 1920s has the yield on the 
Dow finished the year below 3%. 
That was in 1965. The next year the 
market shed a quarter of its value. 
More recently, a dropping yield on the 
Dow (caused by strong stock price 
rises) tipped Young that a crash might 
be coming when it dipped below 3% 
during the summer of 1987. Late last 
year, when Streetwalker was saying a 
market bottom was in the making 
(FORBES, Dec 12. P)HH), the Dow yield 
was 3.8%, on the cheap side. Young 
has found that the Dow's normal 
yield is 4.5%, and that anything over 
that is a strong buy signal. 

How does the market, bullish of 
late, now look? Dangerous, says 
Young. The yield on the Dow recently 
stood at only 3.46%. For the Dow 
yield to return to its 4.5% norm, the 
index would have to fall by 600 
points, to around 1800—that, or divi- 
dends would have to rise by over 25%. 
Meanwhile, T bills and shorter-term 
notes are yielding 9% and above. 

Young hastens to add that the Dow 
yield tool can also be used to find 
relative bargains in a heatcd-up mar- 
ket. Here's how: 

Over many years, according to 
Young's statistics, the Dow indus- 
trials have paid a total return, on aver- 
age, of 9% a year. Half of that comes 
from dividend yield, the other half 
from price appreciation. Young has 

found that the dividend yield 
ounds at 4.5% per yeai 

irrcrs, Young looks for stocks 
that ielding 20% more than the 
Dow's current yield. This is now at 
3.46%. So Young reiects any stock 
paying less than 4.1 

Using a second screen, Young looks 
for a stock whose dividend is likely to 
grow at least 20%  better than the 

Dow's—that is, annual dividend 
growth of 5.4% or more. "I want to be 
paid more today," he sums up, "and I 
want to be paid more tomorrow." 

Using Young's criteria, Streetwalk- 
er looked at the 30 stocks in the DJI. 
We found nine that were yielding 
4.15% or better: usx, Eastman Kodak, 
IBM, Exxon, Chevron, Allied-Signal, 
Texaco, General Motors and Sears, 
Roebuck. Then we used Value Line's 
projection of annual dividend growth 
through 1993 to determine which of 
the nine are likely to pay more tomor- 
row as well as more today. This nar- 
rowed the list to seven: Allied, IBM, 
Sears, Exxon, usx, Texaco and GM. Of 
these, the top three are Texaco (cur- 
rent yield 5.5% and projected divi- 
dend growth 13.5%); IBM (4.3% and 
10.5% respectively); and General Mo- 
tors (6.1%; 8.5%). At current prices, a 
package composed of 1,000 shares of 
each of these three stocks would cost 
$211,125. Yield: 5.1%, or $10,840. 

Young, of course, looks at a uni- 
verse far broader than the Dow indus- 
trials. Among the other stocks he 
likes, based on yield, are Ford Motor, 
Royal Dutch/Shell and Marsh & 
McClennan Cos. An interesting ap- 
proach. Thanks. Dick Young. 

The incredible Perelman 
Billionaire Ronald Perelman, it 

seems, is going Hollywood. His 
vehicle: Beverly Hills-based Andrews 
Group Inc. (There are 9.1 million o-t-c 
shares; Perelman owns 57%.) 

Perelman watchers will recall that 
until about a year ago Andrews was a 
dumping ground for assorted assets 

P! >up, Inc 

that had no other place in the Perel- 
man empire. Then it began divesting 
operations. Some investors believed 
that Andrews would end up a cash- 
rich shell, and the stock was bid as 
high as 6%. By year-end, though, it 
was down to 33/s. 

But in November Perelman had 
hired William Bevins, former chief fi- 
nancial officer of Turner Broadcasting 
System, to be chief executive of An- 
drews. Bevins lost no time. In January 
Andrews paid $83 million for Marvel 
Entertainment Group, a publisher of 
children's and comic books that num- 
bers among its star characters the 
Amazing Spider-Man, X-Men and the 
Incredible Hulk. The seller: troubled, 
debt-heavy New World Entertain- 
ment Ltd., a producer and distributor 
of movies (including Hell Comes to 
Frogtown and Nice Girls Don't Explode) 
and TV programs (including The Won- 
der Years and Tour of Duty). Last year 
New World lost more than $100 mil- 
lion from continuing operations. Last 
month Andrews agreed to pay $145 
million for the rest of New World. 

At this point Andrews is a crap- 
shoot. This much, however, is clear: 
The Marvel library of comic book he- 
roes is a potential gold mine. These 
can be leveraged through licensing 
and merchandising, as well as 
through films and TV. Consider that 
one of this summer's hotly awaited 
pictures is Batman, the caped crusader 
of comic book and, later, TV fame. To 
boot, Perelman now controls a library 
of TV series and movies. In Andrews, 
you're betting on Ron Perelman's and 
William Bevins' ability to put it all 
together. Recent price: 5'A. 

The Amazing Spider-Man 
Now in Ron Perelman's web. 

Right with Mike 
As Michael Milken ponders his fu- 

ture, he can take considerable 
pleasure in his financial coups past. 
One of the lesser known of these is 
Grant Street National Bank. Grant 
Street, a publicly traded liquidating 
bank, was created and then spun off 
by troubled Mellon Bank Corp. last 
October. 

The idea was that Grant Street 
would buy $1.2 billion of Mellon's 
nonperforming loans and other assets 
and liquidate the loans—and ulti 
mately itself—for the benefit of 
Grant's shareholders. Drexel Bum 
ham capitalized the bank with $513 
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million of high-yield financing. 
Critics of the deal argued that it was 

just another case of good money chas- 
ing bad. Grant Street's stock dropped 
from 75 cents to 38 cents a share. But 
Milken argued in the press that the 
shares would ultimately rise because 
the managers of the newly created 
liquidating bank could do a better job 
of tapping cash flow and selling assets 
than Mellon itself. 

Milken was right. Since the begin- 
ning of the year Grant Street's 28.9 
million o-t-c shares have more than 
doubled; the shares recently were 
trading around S1. 

What's behind the recent action? On 
Apr. 6 Thomas Foster, Grant Street's 
chief financial officer, told the crowd 
at Drexel's annual junk bond confer- 
ence in Beverly Hills that Grant Street 
had already raised enough cash to re- 
tire the entire $225 million face 
amount of its first layer of debt, due in 
1991, and would do so on May 1. 

Analyst Kieran Donnelly of New 
York's Deltec Securities Corp. thinks 
there's still lots of potential in the 
shares. He notes that after the May 1 
payment, Grant Street will still have 
excess cash of S60 million. According 
to Donnelly, this, together with 
Grant's $416 million (estimated val- 
ue) of real estate and other assets, 
should    leave    little    doubt    about 

Grant's ability to retire the next two 
layers of debt, about $400 million. 

Donnelly thinks Grant Street will 
be completely liquidated by 1996 at 
the latest. By then, he expects share- 
holders will have pocketed $4.20 a 
share in cash. But the liquidation 
could go faster. Grant's management 
owns $2.6 million of preferred 
stock—worth considerably more to 
them the faster the debt is paid down. 
"Management has an incentive to liq- 
uidate assets fast," says Donnelly. 
"As the good news comes out, this 
stock will fly."—Matthew Schifrin 

A vote cast for Comcast 
The recent announcement by Pacif- 

ic Telesis Group that it's seeking a 
stake in a cable TV franchise has 
sparked another round of interest in 
this long-hot group of stocks. One 
that First Boston analyst Richard 
MacDonald finds particularly attrac- 
tive is $450 million (sales) Comcast 
Corp. With 2.3 million subscribers, 
it's the fourth largest in the industry. 

Comcast has been on an expansion 
tear. In November the Bala Cynwyd, 
Pa.-based company and Tele-Commu- 
nications Inc. completed the 50/50 
joint acquisition of cable systems op- 
erator sci Holdings for about $2.85 

billion. Last year Comcast also moved 
into the cellular phone business, ac- 
quiring American Cellular Network 
for $260 million. Amcell operates five 
separate cellular franchises in south- 
ern New Jersey and Delaware. 

The o-t-c shares struggled in 1987- 
88, trading mainly in the mid- to high 
teens. Earnings were dropping—from 
31 cents a share in 1985 to a 71-cent 
loss last year—while long-term debt 
was swelling, to $1.3 billion. 

But the shares have recovered late- 
ly, hitting new highs above 22. 
There's good reason to be bullish, says 
MacDonald. While the ratio of long- 
term debt to cash flow is a high 6.7-to- 
1, he calculates that total cash flow is 
running at an annual rate of nearly 
$200 million and growing about 17% 
a year. Assuming no new acquisi- 
tions, within two years MacDonald 
expects the long-term debt-cash flow 
ratio to be down to 5-to-l. Moreover, 
Comcast still sells at a 44% discount 
to the $39-a-share private market val- 
ue he puts on the company. 

Takeover? Not likely. Chairman 
Ralph Roberts controls 71% of the 
voting power through his ownership 
of nontrading Class B stock. There are 
28.5 million Class A shares and 31.1 
million Class A special shares, both 
traded over-the-counter. 

>A Journal. One Success 
ter Another For Xerox 

Copiers 
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FAX machines, scanners and more. 
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Flashbacks 
Edited by Dero A. Saunders 

"The more things change " 
Items from past issues of FORBES 

Seventy years ago in FORBES 
(From the issue of May 17, 1919) 
"Japan has lost less and gained more 
than any other nation engaged in 
[World War Ij. Not only has she waxed 
rich, not only has she done precious 
little in the way of fighting, but she 
has contrived to foist her own way 
upon the Peace Conference. She 
emerges with her hold on China incal- 
culably strengthened." 

Sixty years ago 
(From the issue of May 15, 1929 J 
"Politicians froth at the mouth in 
their denunciation of the morals of 
finance and business. Will they now 
stop? Almost every time a political lid 
is lifted, graft smelling to heaven 
spews out. Gross graft has been un- 
covered alike in federal, state and city 
offices. Federal officials have been 
sent to the penitentiary; state officers, 
from governors down, have been be- 
smirched; city after city has been 
proved rotten to the core politically— 
New York, Chicago, Philadelphia are 
flagrant examples." 

"Ford Motor Co. has reduced prices 
on its all-metal air transport ma- 
chines $7,000 to $10,000. The new 
prices now range from $42,000 to 
$55,000. The announcement states 
that the reduction is made possible 
through greater output of Ford 
factories." 

sou I II 
AMI R1C \        ^^ 

Fifty years ago 
(From the issue of May 15, 1939) 
"This year's Foreign Trade Week 
opens with the foreign-trade world 
suffering its worst case of jitters in 
years. . . . Above all, barter has U.S. 
foreign traders worried—though new 
facts now revealed indicate that its 
competitive threat has been over-rat- 
ed, that its real threat lies in commer- 
cial extension of such deals as that 
currently being discussed to barter 
U.S. wheat and cotton for British rub- 
ber and tin." 

Two aviation pu meers Pan Am/bunder 
Juan Thppe with Charles Lindbergh 

Two-cylinder Crosley minicar cost $350 

"When federal Social Security became 
a fact, many experts predicted hard 
times for life insurance, annuities, in- 
dustrial pension plans. But if anything, 
the wide publicity it gave to personal 
security stirred up new interest in 
those tools for building personal-secu- 
rity programs. Few companies, for ex- 
ample, dropped employee pension 
plans; they merely converted them 
into plans to fatten federal pensions, 
while other companies initiated pen- 
sion plans for the same purpose." 

Twenty five years ago 
(Prom the issue qf May 15. 1964) 
"Free television as we know it cannot 
survive alongside pay television, 
charges Columbia Broadcasting Sys- 
tem President Frank Stanton. Stanton 
opposes pay TV'S legal right to use the 
public air waves. But he admits CBS 
may have to go into pay TV. In a way 
CBS has already joined that battle by 
laying out $28 million for the broad- 
cast rights to games of the National 
Football league. Says one CBS vice 
president, 'We deprived the pay TV 
people of valuable merchandise.' " 

"On April 16 Texas Gulf Sulphur Presi- 
dent Claude Stephens called a press 
conference and said that TGS had made 
(in Timmins, Ontario] one of the cen- 
tury's greatest discoveries of copper, 
silver and zinc. The value of the silver 

alone, TGS geologists claimed, might 
cover the cost of mining the other 
metals. The results were soon all over 
the newspapers. 

"Maybe the public was looking for a 
chance to get into the market. . . . But 
for whatever reason, the consequences 
of the announcement were explosive. 
TGS stock in the next two weeks soared 
from the low 20s to nearly 60." 

"While it takes years to make a repu- 
tation in many fields, three of the 
country's top computer designers 
have yet to see 40. Dr. Frederick P. 
Brooks Jr., who headed IBM'S System 
360 program, is only 33. General Elec- 
tric's best computer engineer, Dr. 
Robert R. Johnson, is 35. Senior 
statesman is Control Data's computer 
designer Seymour R. Cray. He's an old 
man of 37." 

Ten years ago 
(From the issue of May 14, 1979) 

Ross Perot, man of possessive vision 

"Ross Perot says he'd like everybody 
to forget about him and his curious 
adventures and focus on Electronic 
Data Systems Corp., the Dallas com- 
puter service company he has built to 
sales of $211 million in fiscal 1978 
(ending June 30). 'EDS is always repre- 
sented as a dismal failure, and I'm 
seen as a businessman who lost a bil- 
lion dollars,' he complains. 

"The fact is that Perot was never 
worth a billion dollars, though [one] 
could have construed his EDS holdings 
as being worth that on paper, briefly, 
back in the late 1960s. Even though 
he himself should have known bet- 
ter—and probably did—Perot seemed 
to act as though he really did have 
that kind of wealth. As one Wall 
Street analyst put it, 'Perot started 
believing his own publicity.' " 
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The mightiest works have 
been accomplished by men who 
have kept their ability to 
dream great dreams. 
WALTER BOWIE 

Men of lofty genius when 
they are doing the least work 
are the most active. 
LEONARDO DA VINCI 

An unprejudiced mind is 
probably the rarest thing in 
the world; to nonprejudice 
I attach the greatest value. 
ANDRE GIDE 

He who walks in another's 
tracks leaves no footprints. 
JOAN L. BRANNON 

If you are not a thinking 
man, to what purpose are 
you a man at all? 
SAMUEL TAYLOR COLERIDGE 

Pleasure is a shadow, 
wealth is vanity, and 
power a pageant; but 
knowledge is ecstatic in 
enjoyment, perennial in 
frame, unlimited in space 
and indefinite in duration. 
DE WITT CLINTON 

Perfection of means 
and confusion of goals 
seem, in my opinion, to 
characterize our age. 
ALBERT EINSTEIN 

Nothing ages people 
like not thinking. 
CHRISTOPHER MORLEY 

Most ideas are step-by-step 
children of other ideas. 
ALEX OSBORN 

If at first you do succeed— 
try to hide your astonishment. 
HARRY F. BANKS 

Thoughts 
on the Business of Life 

Rule-of-thumb methods no 
longer suffice for either 
nation or individual. New 
formulas must be the product 
of thought, oflxird, serious, 
sustained, clear-beaded 
thinking. From office boy to 
statesman, the prizes are for 
those who most effectively 
exert their brains, who take 
deep, earnest, studious counsel 
of their minds, who stamp 
themselves as thinkers. 
B.C. FORBES 

The rewards in business 
go to the man who does 
something with an idea. 
WILLIAM BENTON 

Discoveries are often made 
by not following instructions; 
by going off the main road; 
by trying the untried. 
FRANK TYGER 

No man ever made a 
great discovery without the 
exercise of the imagination. 
GEORGE HENRY LEWES 

Improvement makes straight 
roads; but the crooked roads 
without improvement are 
the roads of genius. 
WILLIAM BLAKE 

More than 6.000 "Thoughts." indexed by 
author and subject, are available in a two- 
volume boxed set at $31 95 ($18.50 per vol- 
ume if purchased separately). Also avail- 
able, a one-volume edition of over 3.000 
"Thoughts." Price: $18.50. Send check and 
order to: Forbes Inc.. 60 Fifth Ave. New York, 
NY. 10011. Add sales tax on orders m New 
York State and other states where applicable. 

It is better to create 
than to be learned; creating 
is the true essence of life. 
REINHOLD NIEBUHR 

I like talking to engineers 
best. They build bridges, 
they're very precise, very 
disciplined, yet I find 
they have roving minds. 
RALPH RICHARDSON 

The men of action are, 
after all, only the 
unconscious instruments 
of the men of thought. 
HEINRICH HEINE 

It is always with the 
best intentions that the 
worst work is done. 
OSCAR WILDE 

The terrible newly imported 
American doctrine that everyone 
ought to do something. 
OSBERT SlTWELL 

A Text... 
Who shall ascend into the 
hill of the Lord? or who 
shall stand in his holy place? 
He that hath clean hands, 
and a pure heart. 
PSALMS 24:3-4 

Sent in by Marilyn MacGowan, Newport 
Beach, Calif. What's your favorite text? 
The Forbes Scrapbook of Thoughts on the 
Business of Life is presented to senders of 
texts used. 

The constructive loafer uses 
his mind during the act of 
loafing, but he does not try 
to control his mind. In other 
words, loafing is educated 
day-dreaming. I do not plead 
for more loafing. I defend a 
reasonable amount of honest 
loafing as a tonic that is good 
for the body, mind and spirit. 
WILLIAM FEATHER 
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Whydo 
some people achieve 

more than others? 
It would seem that when people 
are equal in intelligence, in desire and 
opportunity, they should be reasonably 
equal in achievement. But it doesn't 
work that way. Often one person will 
accomplish much more than another 
with about the same potential. It isn't 
the capacity that makes the difference. 
Virtually everyone has far more capacity 
than they will ever use. The real difference 
is that the achievers come to recognize 
their hidden resources and actively 
develop them into practical, useful skills 
and abilities which they can use every 
day for greater achievement. So it's 
what you do with what you have that 
makes the difference. 

That's why each year, many 
thousands of men and women around 
the world enroll for Dale Carnegie® 
Training. They want to develop and 
use more of their natural talents to 
achieve higher goals in their lives. 
These highly refined courses can help 
you look within yourself to discover 

more of those talents and capabilities 
of which you are unaware. They can 
help you visualize realistic, new, exciting 
possibilities for your life. And once 
you begin to realize the extent of your 
own mental resources, your vast 
mental capacity, then you have passed 
a milestone in your life. Your 
self-confidence increases, you develop 
a more positive self-image. Your horizons 
broaden, your own world expands. 
Then you are well on your way to 
enjoying greater satisfaction, greater 
success and fulfillment in your life. 

All Dale Carnegie Courses® are 
designed with one clear, fundamental 
purpose: to help men and women 
discover, develop and use more of their 
inborn talents and capabilities to achieve 
a more fruitful, more rewarding life. 
For a free copy of our quick-reading 
booklet outlining the objectives and 
benefits of the Dale Carnegie Courses? 
call toll-free, 800-231-5800. Or write 
to the address below. 

DALE CARNEGIE & ASSOCIATES, INC 
SUITE 559F • 6000 DALE CARNEGIE DRIVE (PVT.) • HOUSTON, TEXAS 77036 

ACCREDITED BY THE ACCREDITING COUNCIL FOR CONTINUING EDUCATION & TRAINING, INC., ACCET 
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Stone Container keeps finding new ways to grow. 
One is helping customers reduce their costs. 
Recently Stone helped Domino's 
Pizza® create a unique octagonal 
box that sets up quicker and uses 
less material, saving this leading 
pizza chain time and money. 

Providing this kind of added 
value for customers has created an 

ever-increasing demand for Stone 
products, and is one reason the 
company's stock has appreciated 
more than 1500% during the '80s. 

Growth... Profitability... R.O.E. 
.. .The Stone picture just keeps 
looking better and better. 

We think our future success- 
like the past—will come from 
focusing on the unique needs of 
our customers and on our core 
businesses: corrugated boxes, 
bags, containerboard, kraft paper, 
newsprint and market pulp. 

Keep your eye on Stone Container. 
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Container 
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List o mania 
Anybody can run lists these days, what with computer print- 
outs almost a dime a dozen. So the reading public is deluged 
with them. What distinguishes FORBES rankings, we feel, is the 
value added that we put on the bare numbers: judgments, 
interpretations, the fleshing out of the figures with pertinent 
facts and pertinent context. After all, FORBES was ranking com- 
panies and measuring managements long before computers 
were in general use. 

Take this, our annual executive compensation issue. It lists 
the highest paid chief executives in U.S. business, but goes 
beyond the numbers to tell who these folks are and what they do 
when they're not running their companies. People sometimes 
complain that U.S. business is run by "faceless" people. They 
are not faceless here. Four staffers—Patrice Duggan, Michael 
Fritz, William Heuslein and Lisa Scheer—interviewed many of 
the big earners for profiles that start on page 162. 

Now compare our executive compensation issue with the one 
Business Week printed a few weeks ago. In a silly effort to beat us 
to the newsstands, our competitor went with incomplete infor- 
mation, covering only 354 companies, versus 800 for FORBES. 
But the dumbest thing about our competitor's effort was its 
effort to devise a simple arithmetical formula that would tell 
readers whether a given executive was worth what he or she was 
paid. The formula produced ridiculous results. I won't bore you 
with the details, but here's an analogy: Suppose a teacher ranked 
pupils largely on improve- 
ment rather than on actual 
accomplishment. A kid 
who earned A's but had al- 
ways gotten A's would be 
flunked for failing to show 
improvement. A kid who 
used to get F's but now had 
D's would go to the head of 
the class. That's how m\ de- 
cides whether an executive 
earns his paycheck. It also 
relates executive compen- 
sation to how well the com-     
pany stock performed, although executive excellence is only 
one of many variables that influence stock prices. 

Garbage in, garbage out. The sw pay-performance analysis 
gives Chrysler's Lee Iacocca a 5 (lowest) rating for both share- 
holder return and corporate profit, ignoring the fact that Iacocca 
not only saved the company but is sacrificing some present 
profit for investments that intelligently position Chrysler for 
the future. Our competitor's formula assigns an ultralow 4 
rating to Ford's Don Petersen, a boss whose performance is one 
of the recent wonders of the U.S. business scene. 

We wouldn't bother to raise these points but for the fact that 
people may think that all lists are alike. They are not. But read 
this issue and judge for yourself. Page 159. 

Fritz, Duggan, Heuslein, Scheer 

d/< 9^ti^<j^ 
Editor 
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Fortunately, it can be acquired. 

The road demands. You drive. The car ex- 

ecutes. It's easy. Better than that: it's fun. 

The name is 827. Sterling 827. 

Car   and   Driver's   judgment: "The 

Sterling's neutral cornering behavior 

and smooth, sharp steering response 

inspired immediate confidence!' 

In other words: Grace under pressure. It's 

built into every Sterling. 

Via  an   exhilarating   160  horsepower 

24-valve 2.7 liter V-6 engine. A fully 

independent suspension, with double 

wishbones up front, well-located struts 

at the rear. ABS Anti-Lock braking. 

The 827SL Sedan gives you seats faced 

with Connolly leather, burled walnut trim, 

and a ten-function trip computer. The 

sporty 5-door 827SLi has seating panels 

faced with sueded pigskin, and rare rose- 

wood trim. Both models offer an impres- 

sive array of cockpit amenities that allow 

driver and passengers to remain cool even 

when the road is hot. 

Over 160 Sterling dealers provide quality 

service long after the 3-year, 36,000 mile 

warranty has expired. 

Call 1-800-622-0550 for your nearest 

Sterling dealer. It's the first step toward 

acquiring that rare automotive trait: 

Grace under pressure. 

STERLING 



Follow-Through 

Lodes of 
trouble 
Oct. 7, 1985 

Yuba investor 
Larry Lawrence 

Y' uba Natural Resources is a tiny 
company with some big-name in- 

vestors, including San Diego hotelier 
M. Larry Lawrence and Charlie Allen 
of Allen & Co., the New York-based 
investment house. To FORBES 3Vi 
years ago, Yuba smelled more of pro- 
motion than promise. Looks like we 
were right. 

Yuba's stock is selling for less than 
$1 per share, down from $3.25 at the 
time of our story and an alltime high 
of $33. The company's profit last 
year—its first ever—came from a non- 
recurring gain on the sale of mineral 
rights. As for Yuba's leadership, we 
noted that Chairman Richard Silber- 
man, despite a solid resume as a Dem- 
ocratic fundraiser in California, had 
been embarrassed by connections 
with reputed organized crime figures. 

Now embarrassment is the least of 
Silberman's problems. Last month he 
was busted by the FBI on charges of 
laundering money. If convicted, he 
faces up to 45 years in prison and over 
$1 million in fines. At Yuba, which 
was not implicated in the charges, 
President Peter Jensen has been elect- 
ed chairman.—Edward F. Cone 

B       revenue   from   pay-per-view 
on  was  pic   in   the  sky, 

-.ud four years ago. Wc were 
nghr dieting that pay-per-view 

i be slow tu prove them- 
missed the mark on 

sports La -gel) on the draw of sporting 
events, pay-per-view revenues have 
more than quintupled, from $40 mil- 
lion five years ago to $21 ! million last 
year. FORBES foresaw that team sports 
would make poor pay-per-view fod- 

der, but we failed to recognize the 
potential of heavily hyped events 
such as boxing or the staged fury of 
professional wrestling. 

When the outcome of a major con- 
test is in some doubt, pay-per-view 
can virtually coin money. Thus, last 
year's Tyson-Spinks fight brought in 
$21 million, and the Leonard-Lalonde 
bout $15 million. The recent Wrestle- 
mania V was also a huge success, with 
estimated pay-per-view revenues of 
$24 million. Even such fare as stunt- 
man Evel Knievel's son Robbie jump- 
ing the fountains at Caesars Palace on 
his motorcycle brought an estimated 
$3 million. 

Expect the 1992 Barcelona Olym- 
pics to be a watershed event for pay- 
per-view. By then, Paul Kagan Asso- 
ciates estimates, homes with pay-per- 
view access should triple to 20 
million, NBC plans to augment its reg- 
ular coverage of the games with pay- 
per-view offerings, sending different 
sports to different homes via cable. 
NBC thinks viewers will pay to see 
entire events that are not ordinarily 
covered in depth. This could bring in 
as much as $150 million, helping de- 
fray the $401 million NBC is paying for 
the rights to cover the Olympics. 

Four years ago predictions that pay- 
per-view revenues would hit $1 bil- 
lion by 1990 seemed unreal to FORBES. 
Now the $1 billion mark sometime in 
the 1990s seems plausible. Stay 
tuned.—William Heuslein 

Horror story 
Oct 17, 1988 

Da 26, 1988 

Charles Keating Jr 

Keating called press conferences to 
rebut our article and even suggested 
FORBES had ulterior motives in criti- 
cizing him. 

The latest chapter began last month 
with the collapse of a plan to sell 
Lincoln to a group headed by former 
California congressman John Rousse- 
lot. American Continental then filed 
for Chapter 11 protection. The next 
day the FSLIC stepped in, taking con- 
trol of the insolvent thrift and firing 
most of its top management. Unsafe 
and unsound operating practices were 
cited. Keating, who has a penchant for 
litigation, is suing the FSLIC to regain 
control of Lincoln.—E.F.C. 

Back in 
shape? 
Feb. 20, 1989 

Patrick Kareii a 

The recent takeover of California's 
Lincoln Savings & Loan Associa- 

tion by government regulators should 
come as no great surprise to FORBES 
readers. In two stories last year we 
described the shenanigans of Charles 
Keating Jr., chairman of Lincoln's 
Phoenix-based parent company, 
American Continental Corp. (assets, 
$7 billion). We said Keating had em- 
ployed some fancy accounting to cov- 
er up operating losses, most of which 
resulted from real estate loans gone 
sour. We compared his bookkeeping 
to "a financial horror novel." 

Sometimes the biggest messes 
aren't the hardest to clean up. 

Take Shape Inc. of Biddeford, Me., a 
$200 million (sales) company that last 
November became New England's 
second-largest company to seek pro- 
tection under Chapter 11 bankruptcy 
laws. Founders Anthony and Paul Ge- 
lardi built the firm by making eight- 
track tape cartridges and cassettes. 
But they faltered when they expanded 
too quickly and ran up some $155 
million in debt. Chief Executive Pat- 
rick Kareiva said the mess was the 
most complicated problem he'd ever 
seen, and FORBES said that getting 
Shape back on track would be tough. 

Perhaps we overestimated the diffi- 
culties. Court-appointed trustee Wil- 
liam Brandt arrived in January to find 
what he calls "a fairly simple case, on 
grand proportions." Brandt blames 
the brothers' management inexperi- 
ence for the mess. He scrapped Karei- 
va's strategy of selling off all assets 
outside Maine. Among other things, 
Brandt wants to keep a profitable Ala- 
bama plant that makes "jewel box" 
plastic cases to store compact discs. 
Both Kareiva and Paul Gelardi have 
left the company, which Brandt esti- 
mates will earn $10 million to $15 
million this year. He expects Shape to 
emerge from bankruptcy proceedings 
by next spring.—E.F.C. 
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Try us on for size: 1-800-356-4444. 

It is far more 
than a toll-free 
telephone number. 
It's a warm and wide 
open invitation 
to begin the enjoyment 
of a modern 
free and easy 
shopping experience. 

You could begin it 
right now—even 
as we speak.Ifyou 
call that number, 

chances are that in less than 
three rings a friendly, 
Southern Wisconsin voice 
will answer with a genuine 
offer to help you. 

On this, your first call, 
just ask for our latest Lands' 
End Catalog which, in a very 
real way, is our store. The 
catalog will be mailed to you 
promptly, and from the time 
you receive it you'll have 
access to close to 1,000 
articles of clothing and soft 
luggage assembled under one 
"roof from the four comers 
of the world, wherever 
quality makes its presence 
felt. (Actually, if you count 
colors and sizes and shapes 
and variations, you can shop 
from more than 10,000 
items—each unconditionally 
guaranteed so totally, the 
guarantee is only two words 
long: GUARANTEED. 
PERIOD.* We've left 
ourselves no escape hatches.) 

But this is 
only the beginning. 

The Lands' End catalog 
you'll receive is the loving 
product of a group of 
conscientious people who, 
more than likely, wear many 
of the items they offer you. 
So they write of them and 
picture them in all but living 
detail—so you can almost 
feel and see them on yourself. 

As you leaf through the 
catalog pages, you will notice 
that ours are the classic items 
that defy passing fancies— 
the fine cottons, the warm 
wools, the ultimate 
corduroys. The clothing that 
will never outwear its 
welcome. The shoes that 
meet normal dress as well as 
casual needs. The soft 
luggage that not only serves 
you well, but also speaks well 
of you. In an assured, not an 
arrogant, tone of voice. 

In summary, you'll 
quickly realize you are being 
offered quality goods, at 
prices that represent 
substantial value. And when 

Address. 

you wonder how it's possible, 
just remember that we are 
Direct Merchants. You buy 
from us, we ship to you. In no 
case do we go through 
middlemen, nor permit you 
to. Nor are our prices inflated 
to permit a scheduled series 
of markdowns. 

So, let's say you 
decide to order something. 

This time when you use our 
number (and you can use it 
24 hours a day, 7 days a week), 
you can tell the friendly voice 
exactly what you want. If you 
have questions as to size or fit, 
she'll help you or, if they're 
detailed queries, she'll 
connect you to one of our 
Specialty Shoppers who live 
and breathe the information 
about our entire stock. 

Once we get your order, 
it's shipped the next day— 
except for an item you might 
want hemmed or 
monogrammed. Obviously 
that takes an extra day. Even 

Please send free catalog. 
Lands' End, Inc. 
Dept. H-20 
Dodgeville.WI 53595 

Name  

so, we know of no one who 
ships more promptly. By UPS 
or U.S. Postal Service. You 
make the call. (In emergencies, 
we also have special Federal 
Express services our operators 
can acquaint you with.) 

In just days, that little 
brown UPS truck, or one of 
Uncle's red, white and blue 
jeeps, will pull up in your 
driveway. And we'll be holding 
our breath hoping you like 
what we've sent you, and 
cheering when we learn you do. 

That's about it, except 
for one question. 

If we're everything we say we 
are—and we are for millions 
of our present Lands' End 
customers—won't you give us 
a try, no matter what has kept 
you from doing so up to now? 

The Lands' End 
Experience. We think you'll 
get to like it! 

"Hello. 
This is Linda, 
May I help you?" 

Zip. 

Or call toll-free: 

1-800-356-4444 

Save 25* 
with a call, 
or write us 
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American Continental's Charles Keating 
The sisters are praying for him. 

Charlie Keating 
in the Show Me state 
Few were surprised when American 
Continental Corp., the Arizona finan- 
cial services company, filed for Chap- 
ter 11 in late April. Chairman Charles 
Keating's financial excesses were re- 
ported in FORBES last year (seep. 10). 

What is surprising is the way the 
company's demise is being felt in St. 
Louis, Mo., hundreds of miles east of 
Arizona. The story, just now unfold- 
ing, revolves around Robert Ruppert, 
veteran broker and wealthy man 
about town, who put nearly all his 
clients in American Continental, 
some with no diversification at all. 
Now the stock's near zero. 

Ruppert not only convinced his 
family and friends that American's 
common and preferred shares would 
rise ten times over in the near term, 
he claimed to have invested S2 mil- 
lion of his own money in the stock. 
One customer was so persuaded that a 
quick gain would be his that he- 
bought a house he couldn't quite af- 
ford. Two clients sank their inheri- 
tances into the stock. 

Mi, well. In the meantime, Ruppert 
quietly   lett   Shearson   for   the 

smai i il firm B.C. Christopher. 
suit >t Ruppert or 

Shearson   have   been   .led,   lawyers 
neeting with upset eh- 

and the NASD are ru- 
estigating <■, hat looks 

like    a    Keating Ruppert    plan    to 
squeeze   short sdlcis    in    American 
Continental by making Ruppert's cli- 
ents demand delivery of their shares. 

By last fall Ruppert and his custom- 
ers had amassed such a huge position 
in the stock—more than 5%—that it 
is believed he should have been filing 
13-D papers with the SEC. 

Why did Ruppert bet the ranch on 
American Continental? Perhaps he 
was dazzled by Keating's special 
brand of salesmanship. More than 
once, the broker was flown out on 
Keating's jet for shareholder meet- 
ings. Ruppert told starstruck clients 
that when the Pope came to America, 
he'd stayed with Charlie Keating. 

And where was Shearson? Its com- 
pliance department should have been 
monitoring—and questioning—Rup- 
pert's overindulgence in the stock 
long before the bottom fell out. Per- 
haps the firm was too pleased with 
the money it was making on Rup- 
pert's margin accounts. 

Meanwhile, back in Phoenix, Cath- 
olic charities are reportedly wracked 
over Keating's plight. "The sisters 
have been praying very hard for Char- 
lie," says a local pastor. That can't 
hurt, but these days Keating may be in 
need of something a little more, um, 
tangible than prayer. 

Videos to go 
Is Vestron Inc., the videotape and 
movie outfit, for sale? That's the word 
from sources who say the company's 
cash crunch is so severe, it could run 
out of funds in a matter of weeks. 

Never exactly rolling in dough, Ves- 
tron s money woes intensified when 
Security Pacific yanked a S100 mil- 
lion line of credit. The company lined 
up S50 million from Chemical and, in 
search of fresh capital, began shop- 
ping its 80 video stores and casting 
about for a minority investor. It also 
raised some Japanese money to fi- 
nance a package of films. But with 
stopgap options running out, now the 
entire company's been offered to at 
least one maior studio. Vestron denies 
it's on the block. 

At a recent price of 51/*, the market 
values Vestron's 37.4 million shares 
at about SI90 million. Founder Aus- 
tin Furst and his family own about 
85%, and he'd clearly stay and play if 
he could. For the right price, of course, 
that could change.—Eric Schmuckler 

Point of order 
Annual meeting season is in full 
swing, and this year's gatherings are 
turning out to be forums for causes of 

every kind—ranging from South Afri- 
ca to animal rights and abortion. 
Shareholder meetings are scarcely a 
proper place for such issues, but they 
are a good way to garner attention— 
and to be just plain annoying. 

Right-to-lifers are the latest to 
make nuisances of themselves at cor- 
porate meetings, especially with the 
Supreme Court's landmark 1973 abor- 
tion rights decision in jeopardy. At 
IBM'S annual meeting in Pittsburgh, 
for instance, 1,500 shareholders lis- 
tened solemnly as Chairman John 
Akers spoke about computer industry 
turmoil. Suddenly, shareholder James 
Vollbrecht grabbed a microphone and 
launched into a ten-minute attack on 
IBM for maintaining a health care plan 
that reimburses employees for abor- 
tion costs. After listening patiently, 
Akers finally told him IBM was neu- 
tral on the issue and moved on. 

Most corporations have long treat- 
ed abortion like any other medical 
procedure, and reimbursed employees 
for its costs. Over the last two years 
right-to-lifers actually managed to get 
antiabortion proposals on proxy state- 
ments at IBM, General Electric and 
Quaker Oats. None received more 
than 3% of the vote.—Gary Slutsker 

Another shoe drops 
Does anyone on the planet know 
what's going on at U.S. Shoe? Merrill 
Lynch Capital Partners, which in Feb- 
ruary agreed to buy the Cincinnati- 
based company's footwear division 
for $422.5 million, reneged on the 
deal late last month. That left U.S. 
Shoe Chairman Philip Barach back in 
charge and able to say he'd tried his 
best to sell the company—either in 
parts or in total—but found no buyers. 

Is that indeed the case? Barach 
chased away a qualified buyer for the 
LensCrafter chain of optical stores 
late last year. More recently, Fisher 
Camuto, a private shoe manufacturer 
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in Stamford, Conn., said it was pre- 
pared to top Merrill's bid for the foot- 
wear division, but sources say bad 
blood between the companies kept 
Barach from considering the offer. 

Why did Merrill back off? Neither 
side is talking. Many observers sus- 
pect Merrill got freaked by the raft of 
shareholder lawsuits filed against the 
company that allege Barach failed to 
maximize shareholder value. The 
Cincinnati law firm handling the 
class action believes it can get as 
much as $10 a share in damages. 

Meanwhile, Barach—who insists he 
did his best for the shareholders—is 
sitting with his $2.3 billion (sales) em- 
pire intact. But with investors irate 
about his on-again, off-again dealing, 
will Barach be able to keep his job? 
The stock looks cheap at $18 or so, 
and an acquirer may yet turn up.—E.S. 

A Netherlands nab 
It's the end of the road for Robert 
Doom, 43, reputedly one of the 
world's foremost money launderers. 
Doom, whose client list of drug run- 
ners, arms smugglers and stock swin- 
dlers included Arnold (Charlie) 
Kimmes, was picked up last month at 
his palatial digs in S'Graeveland, 
southeast of Amsterdam. 

Doom didn't come easy. At 7:55 
a.m. on Apr. 25, the Dutch Royal Po- 
lice, who had been watching his 
house for over six weeks, broke in 
commando-style by setting off explo- 
sives in the reinforced windows. Once 
inside, they heard the doors lock, 
which, they later discovered, were 
controlled by a security system in the 
master bedroom. After blowing them 
open, the men assaulted the master 
bedroom door, behind which they 
found Doom, buck naked and wield- 
ing a shotgun. Doom was grabbed, 
disarmed and arrested on stock swin- 
dle and conspiracy charges. 

Swiss authorities say Doom was 
trying to return to a normal life in his 
native Holland. Why the elaborate se- 
curity? Apparently Doom lived in fear 
that the mob, which had some ac- 
counts to: settle with him, would 
come to call. What a relief that his 
visitors were only the Dutch police. 

His capture was a major break for 
U.S. and European regulators. 
Through outfits like Chelsea and 
Stoneridge Securities, Doom alleged- 
ly helped Kimmes set up blind pools 
in the U.S. and Europe and laundered 
their take. 

His cut? Around a third of all offer- 
ing proceeds plus 10% of whatever he 
laundered. Swiss authorities have re- 
quested his extradition, with the first 
hearing set for May 23.—Claire Poole 

FORBES, MAY 29, 1989 

I 

Hottest rental. 2007 A.D. 

VHSJHQ 
ON SCREEN PROGRAMMII 

•«■•()£ vv *■ P\.M 

*8 SAMSUNG 

The VCR you'll play it on. 2007 A.D. 

What movie will be the blockbuster of 2007 A.D.? Hard to say. But one 
thing's for certain. Samsung VCRs will definitely be getting rave reviews. 

eg SAMSUNG 
The future of electronics. 
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These are engine valves. 

Precision instruments. State-of- 

the-art. But not off-the-shelf. 

They were designed to optimize 

engine performance for one 

of our customers. 

At Eaton, that's how we 

work-as part of your team. 

Solving today's problems. 

Anticipating tomorrow's needs. 

For everything from appli- 

ances to aircraft, power tools 

to trucks. 

We do more than make 

parts. We manufacture 

solutions. 

k We manufacture solutions. 
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Readers Say 

How true 
SIR: Many share your view that we 
have heard enough of the "kinder and 
gentler"-ing (Fact and Comment, Apr. 
17). Obviously, this does not include 
FORBES, which asks in the same issue, 
"Has a kinder, gentler spirit suddenly 
possessed the folks at 11th and Con- 
stitution Avenue?" 
—Charles R. Craft 
Lakewood, Colo. 

Trumped 
SIR: Your picture caption (Flashbacks. 
Apr. 3) is in error in describing the 
Kansas City Country Club Plaza, 
built in the 1920s, as "the first subur- 
ban retail center." This distinction 
goes to Market Square in Lake Forest, 
111., opened for use in April 1916, and 
now listed on the National Register of 
Historic Places. 
—Susan Dan 
lake Forest, III 

Royalty 
SIR: Re Fact and Comment II (May I) I 
hope fervently that FORBES has mil- 
lions and millions of faithful and obe- 
dient readers! 
—Zbignieu Brzezinsta 
Washington, D.C 

And the winner is ... 
SIR: Re "G. Robert Blakey versus Mi- 
chael Milken" (May I) Testimonials 
to Milken from the Wall Street crowd 
may be comparable to the Times 
Square prostitutes awarding a prize 
for the girl who performed the most 
tricks in the year. 
—Philip J Foran 
Tarpon Springs, I la 

Says who? 
SIR: Re "The dinosaurs are dying" 
(May l). Trammell Crow Cos. contin- 
ued to grow in numbers of partners 
(15%) and employees (10%) in the 
past two years. Real estate develop 
ment activities have remained over 
$2.5 billion per year, and acquisitions 
increased to nearly $1 billion per year, 
resulting in a portfolio increase to 240 
million   square   feet   of  commercial 
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space, 75,000 apartments and 25 ho- 
tels. The majority of this business for 
the past 15 years has been outside the 
Southwest. Even after Southwest 
writedowns, we have $1.5 billion in 
internal net worth and strong positive 
cash flows in our non-Southwest 
businesses. 
—J. McDonald Williams 
Managing Partner 
Trammel/ Crow Cos. 
Dal/as, Tex 

Light my fire 
SIR: The subject photograph (Dec. 26, 
1988, p. 78) shows Mr. Weinstein 
holding what is unmistakably a Bic 
lighter, with a flame exceeding 12 
inches in height. 

Our lighters are designed, manufac- 
tured and inspected to insure that the 
flame will never reach the height de- 
picted in your photograph. 
—Thonias M Kelleher 
Corporate Counsel 
Hie Corp 
Mi/ford, Conn. 

The plx>to with the large flame was 
made unintentionally by a long expo- 
sure The picture was taken to illustrate 
the fireproof qualities of the material he 
teas holding—Andy I'reeherg, P/x)togra- 
pher. New York, N.Y. 

Stars and stripes 
SIR: Re "Relationship marketing" 
(Apr .->'/ The invention of the magnetic 
stripe on credit cards was in fact the 
work of several entities: physical 
magnetic stripe and dual track by IBM; 

banking recording by the American 
Bankers Association; airline recording 
by the Air Transport Association and 
standards by the International Stan- 
dards Organization. 
—-Jerome Sriga/s 
Redwood City, Calif 

Balance of power 
SIR: You say that the electric power 
industry is in a "nasty bind" because 
new power plants cost a fortune ("De- 
mand-side economics," Apr 3). It is a 
predicament the industry loves. Elec- 
tric utilities are guaranteed a rate of 
return on their investment; by build- 
ing, they augment their investment 
and their bottom line. Unless the pub- 
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lie   interest   prevails,   utilities   will 
overbuild and charge the ratepayer. 
—Walter D. Ames 
Washington, DC. 

SIR: We are skeptical that utilities 
should pay the customer to install 
efficient devices that will save mon- 
ey. Presumably utilities would then 
be allowed to collect these payments 
from other customers over time. How 
long will other customers be willing 
to pay for their neighbors' savings? 
—W.S. White Jr. 
Chairman 
American Electric Power 
Columbus, Ohio 

SIR: YOU laud efficiency, but malign 
our second major source of depend- 
able electricity: nuclear energy. 
—Douglas N. Ross 
Washington, D.C. 

Accidents will happen 
SIR: Until I read your assessment of 
the movie Acciderital Tourist (Fact and 
Comment, Apr. 17), I had suffered under 
the delusion that I was the only per- 
son who could not fathom its appar- 
ent popularity and Oscar nomination. 
—Robert N. Cirbus 
Williamsville, NY. 

Rejected 
SIR: Why limit "none of the above" to 
one-candidate races (Fact and Com- 
ment, May 1)\ Since none of the Re- 
publicans or Democrats seem inter- 
ested in cleaning up Congress, we 
need more opportunities to throw the 
rascals out. 
—David Aitken 
Denver, Colo. 

SIR:   Every   ballot   should   include 
"none of the above." We would like to 
vote for, not against, candidates. 
—Bill Breiner 
Plymouth, Calif. 

1990s and beyond 
SIR: Re "Rich prospects, poor tech- 
nology" (Apr.  3).  Quotron has pio- 
neered financial information technol- 
ogy for 30 years, and is best positioned 
with technology, presence and sup- 
port for the 1990s and beyond. 
—/. David Hann 
Chairman 
Quotron 
Los Angeles, Calif. 
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YOU KNOW OUR ADDRESS 
ALMOST H^o ^1 AS WELL AS 

YOUR OWN. ILSHIRE BLVD] 
I* 9500 »J 

We sit at an intersection 
in Beverly Hills so 
notable it would be 
presumptuous to name it. 
Still it takes more than a 
great address to make a 

^^% great hotel. And the 
;•■ only way to know more 

'| 
of the Regent Beverly 
Wilshire than our address 

a is to stay here. 

a the a a 
BEVERLY WILSHIRE 

^^^^^Bl                   • T* 

BFAIRLY HILLS 

AUCKLAND BANGKOK BEVERLY HILLS. CHICAGO. FIJI. HONG KONG KUALA LUMPUR. MELBOURNE NEW YORK. SINGAPORE. SYDNEY TAIPEI 

(800)545-4000 
. —— «Ihf^Jada^JhKk afthifWwid' 

Because 
Mediocrity 

Hurts. 
Management Recruiters. 

No excuses, no alibis. 
Just maximum recruiting 

performance. 

rjn MANAGEMENT 
RECRUITERS* 
The search and recruiting specialists SM 

350 offices nationwide 



In coveralls or pinstripes, 
the team to beat is Penske and Rolex. 

On a speedway or in a board- 
room, winning is what Roger 
Penske does best. 

In the early Sixties, he was 
one of the country's leading pro- 
fessional road-racing drivers, by 
the time he was 25, Penske had 
won so many races he was twice 
named driver of the year. 

but his greatest victories 
have been won in pinstripes. To- 
day he is president and chief ex- 

ecutive officer of Penske 
Corporation, a billion-dollar 
transportation services con- 
glomerate. 

He steered it from a single 
auto dealership to a corporation 
employing 4600 people in 37 
states and England. 

However, the name on the 
executive suite still carries off the 
checkered flag. Penske person- 
ally manages the racing team he 

founded, and with six wins at 
Indy, he holds the all-time record 
for an owner. 

A man who prevails over 
every challenge and exceeds each 
demand for exacting perfor- 
mance, Roger Penske is unique 
in his universe. 

How well-teamed, indeed, 
the man is with 
his timepiece. \\ii/ 

ROLEX 
Rolex. 

Write for brochure. Rolex Watch S A . hn . Dept. 750, Rolex Building, 665 Fifth Avenue, New York, New York 10022-5383. 
i   1985 Rolex Watch U.S. A., Inc. 



'With all thy getting get understanding" 

Fact and Comment 
By Malcolm S. Forbes, Editor-in-Chief 

HOW ABOUT THAT—SOME GOOD GARBAGE NEWS 
A major villain among the several in the ever-mounting 

problems of waste disposal has been plastics. Their unbio- 

degradableness seriously complicates getting rid of them. 
But it's exciting to know that recycling plastics is not only 
now feasible, it is embryonically booming. 

A spokesman for the Plastics Recycling Research Center 

at Rutgers University told the Wall Street Journal that 
"Conservative figures say there is a tremendous opportu- 
nity to absorb just about any material we can collect." In 
Massachusetts, Plastics Again has a plant recycling the 
stuff used in food containers and cups into the makings for 

flower pots and insulation. 
In New Jersey, Wellman Inc. is turning used plastic 

containers into 200 million pounds of polyester and nylon 

fibers annually, with expansion plans in full bloom. 
In 12 months the number of New Jersey municipalities 

recycling plastics has gone from 3 to 90. 
Of most potential significance is the joint announce- 

ment by Du Pont and Waste Management Inc. that togeth- 
er they are going to build a number of plastic recycling 
centers around the nation. The first, which will be operat- 

ing by next year, will be able to separate, clean and recon- 
stitute into raw material some 40 million pounds of plastic 
containers annually. 

In Du Pont's experienced, responsible hands, the mar- 
ket for recycled materials will get maximum intelligent 
development. 

As these new plants spread, plastic garbage will cease to. 

APPALLING: U.S., EUROPEAN FIRMS AT IRANIAN BOOK FAIR 
Iran's ruler, Ayatollah Khomeini, sentenced author Rush- 

die to death and has placed a $5 million bounty on his head. 
Outraged, civilized European countries called home 

their ambassadors to register horror. 
Then the Speaker of Iran's Parliament—apparently trying 

to out-Khomeini Khomeini so he can succeed him—urged 

Palestinians to kill five Americans or Britons or Frenchmen 
in retaliation for each Palestinian killed in Israeli action. 

Meanwhile, in Teheran, Iran is holding a book fair. Can 
you believe some U.S. and British publishing firms, in- 
cluding Oxford University Press, are participating?!? 

Have you ever read anything more revolting? 

BUSH'S REQUEST TO PERMIT 150,000 MORE IMMIGRANTS 
at the rate of 30,000 a year for the next five years, with many of them 
from Russia, drew this telegram from an American Indian: "Mr. Presi- 
dent, be careful with your immigration laws. We weren't with ours." 

THE HELMSMEN OF EXXON ARE X RATED 
for painfully obvious reasons. Over the years there have 
been enough mighty oil tanker mishaps for the Majors to 
know that their companies' fortunes and the oil industry's 

fortunes ride day and night on every supertanker. 
Keeping up to the minute on the captains and officers in 

charge of these corporate ships of state is a first requisite. 
How could Exxon's shipping chieftains not know of the 

dreadful drinking record of the Exxon Valdez captain, 
when, according to the ship's former second mate, the joke 
among the Exxon fleets was "Where Joe Hazelwood is 
captain, Jack Daniel's is the chief mate." 

And the crowning blow will be if, as a result of increased 
gas prices stemming from the disaster, Exxon's profits rise 
due to its shocking negligence. 

THE COMPUTER HAS TRIGGERED A PAPER EXPLOSION 
• Since 1959 consumption of writing and printing paper • Since 1936 the volume of mail has gone from 23.5 

has gone from under 7 million tons to over 24 million billion pieces annually to well over 163 billion pieces today, 
tons a 250% increase. Think of it. As Edward Tenner of Princeton University 
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Press points out in a stunning Harvard Magazine piece 

(March/April 1988): 
"Informatior. technology was supposed to let us taper off 

paper. The paperless office, the bookless library, the print- 
less newspaper, the cashless, checkless society—all have 
gone the way of the Empire State Building's dirigible 
mooring, the backyard helipad, the nuclear-powered con- 
vertible, and the vitamin-pill dinner. The Micro Millenni- 
um is turning out to be the Cellulose Century. Futurists 
have never liked paper, except in forms that nobody ever 
asked for, like disposable underwear. . . . 

"Makers of computer hardware were equally unsympa- 
thetic. Not so long ago they treated printers as boring 

peripherals. . . . 
"Credit cards may be plastic, but everything else 

about them is paper: a bank copy, a merchant copy, and 
one or two customer copies, three or four sheets of 
carbon paper, a monthly statement with return enve- 

lope—and a check. 
"As the director of the Rush Medical Library in Chicago 

observed, 'Many libraries are now acting as printing press- 
es for electronically stored information, and as duplicators 

of printed materials.' Once, the inconvenience of clay 
tablets, stone slabs, parchment, and even papyrus imposed 
a certain discipline, but no longer. 

"We will refine the last barrel of oil—it takes the 
equivalent of at least 1,500 pounds of petroleum to make 
a ton of paper—before we cut the last southern pine. The 
computer, ironically, has turned us from pencil pushing 
to print pumping." 

There's one happy aspect to this paper equivalency of 
the earth's Ice Age. To lessen the rate at which we're 
running out of waste disposal sites, there'll soon be a law 

almost everywhere that people sort their garbage in at least 
three parts, one of which will be paper. This presently 
important U.S. export will grow rapidly, and the recycling 

of the domestic consumption of paper will lessen the rate 
at which we ravage existing forests and hike the rate at 
which we reforest. 

There's another lesson to be learned from the awryness 
of earlier predictions about paper in the high-tech age: 

Current forecasts about other impacts at this infant stage 
of the computer communication age are apt to be equally 
wide of the mark. 

PSST—FOR $500 WELL SLIP YOU BUSINESS WEEK in ADVANCE 
Remember the scandal last year when it turned out 

someone was purloining early Business Week' copies from 
its printers and doing some stock trading based on some- 
thing in the magazine they thought would influence the 

stock's price? 

Well, now for five hundred bucks a year ("just under $10 
an issue") Business Week itself will "leak" early copies to a 
"select group of executives who want the very latest news 

at the earliest possible time." All the rest of BW's subscrib- 
ers will go second class. An ironic twist, eh? 

AUCTION WORLD DEFINITION 
"Important" means it'll cost the bidder a bundle. 

THE ULTIMATE IN JAPANESE POLITENESS IS SAYING NO NICELY 
We recently were shown a letter from a Japanese execu- 

tive to an intermediary involved in a proposal for a joint 
undertaking by a major Japanese company and an Ameri- 
can one. How's this for turning a turndown into a buildup: 

"The thought of this venture has been met with great 
enthusiasm by literally every individual we have spoken 
vith. We have conducted very thorough feasibility studies 

d spoken with many other professionals. All of the 
Its seem very positive. Many we polled, especially 

who have experienced business outside of Japan, 
lg affection toward your company. It is quite easy 

uid why you are so reputable and prosperous. 
I the extensive time and continuations were 

• i re for the efforts myself and my colleagues put 

agreement that the project should continue and take form 
as an entity. The remaining 3%, the senior board members, 
are unwilling to take even the slightest chance that there 
would be some type of failure. They insist that a company 
owned by (our mentor] not enter into a venture bearing even 
the slightest of risk. Throughout the remainder of his life, 
he is to continue as one of the greatest successful business- 
men in the world. A man who has not failed. 

"These senior board members receive full reverence and 
respect from all members. Therefore, with honorable re- 
gret, we must withdraw. 

"There are many of us who wish to continue to pursue 
this venture, because the initial studies revealed tremen- 
dous interests from those involved who are willing to work 

incc the board members of our company that with us. Even though we have rejected the proposal, enthu- 
would HL              access. To achieve approval siasm for this project has not wavered within our company, 

for this project, there was a unanimous vote of 100% "1 truly regret that I was incapable of assuring all the 
required. When 1 presented our studies and evaluations to members of the company that our venture was fail-safe, 
the board for voting, 97% of the members were in total "Sincerely, General Manager" 
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RE ENGAGED TO A FIRST LOVE 
Publishing love, that is. 

The idea of building a chain of weekly newspapers 
intrigued me during most of col- 

lege, and my senior thesis dealt 
with their place and influence in 

the American community's home- 
town life. Shortly after graduation 
in 1941, I bought a struggling week- 
ly in Lancaster, Ohio. Pearl Harbor, 
that December, soon led to the 

suspension of this first effort. And 
after three and a half years of WWII 
infantrying, a 5100-a-week job offer 

at FORBES from the founder of it 
and me put my weekly newspaper dreams on the shelf 
for the next four and a half decades. But that dream 

never really went away. 
It started to become a reality a couple of years ago when 

we were able to persuade the owners of our Somerville, 

N.J. six-paper chain to let FORBES, Inc. acquire it. Between 
startups and acquisitions, we are now at 12 and on a roll. 

Nothing in print so touches the 
issues that matter most to people at 
home than their community's own 
weekly paper. Whether it's who had 
whom to tea or dinner or whose kids 
are doing what where or issues like 
schools and police and building per- 
mits and sewers, it's the local paper 

that covers the beat where the fami- 
ly's hearts beat most. 

Fortunately, our whole family 
shares the excitement and zest of 

setting out to see if we can have weeklies that do this vital 
job effectively. 

And if we think the competition in the FORBES magazine 
field is keen, we've discovered that's resoundingly true, 
too, in weekly newspaper publishing. 

LIZA MINNELLI'S A KNOCKOUT 
She has fabulous looks en- 

hanced by an exuberant person- 
ality and dynamite talent, all 
encased in a great figure. If Jane 
Fonda had one so good, it would 
double the sales of her supersell- 
ing TV fitness tapes. We were 
put in mind of brainy, beautiful 
Liza when reading a recent inter- 
view in W. I quote just three wee 

UNLESS YOU CAN 
don't fiddle. 

bits of perspicacity spooned up 
from a page full of them. 

"The most fashionable thing 
you can be is healthy." 

"The key to how big some- 
body's heart is: How much they 
recognize in other people." 

"What is stardom all about? 
Longevity. Being there and stay- 
ing there." 

IF YOU WANT OUT 
git- 

BOOKS 
• Doing Business Boldly—by Daniel 
Kehrer (Times Books, $19.95). The au- 
thor makes his powerful point that 
there seldom can be business success 
without taking "intelligent risks" by 
providing gripping case histories of 
large and small who did just that. In- 
cluded in their own words are such 

eminences as Coke's Goizueta, Gannett's Neuharth and 

Federal Express' Smith. 

Excerpt: Shortly after becoming chairman and CEO of 
Coca-Cola, Roberto Goizueta issued a proclamation call- 
ing for "a new corporate culture based on intelligent risk 
taking." What does Goizueta mean by intelligent risk 
taking! "Well," he grins, "as opposed to dumb risk taking, 
is the obvious short answer. What I mean is . . . besureyou 

C nl 
IXMXG 
BUSINESS 

BOIDLY 
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T 
1 UK ART 

Oh TAKINO 
INTEUJOENT 
RISKS 

"•" 

have the facts so that you have the cards stacked in your 
favor. To an outsider it may still appear like a hell of a risky 
thing you have done. But if you have the cards stacked in 
your favor—because you have information that leads you 
to believe that you will succeed in what you propose to 
do—then it is not such a risky thing at all." 

Frontier New York—pho- 
tographs by Jan Staller (Hud- 
son Hills Press, S 19.95). "I 
find the atmosphere to be 
rich in mystery, reminiscent 
of a lost city," writes the 
taker of these photographs 
of obsolete, deserted spaces 
that pockmark New York 
City. For sure, a different view of the Big Apple. 
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ys ruled the luxury car 
1 of one simple idea. 

"The Best or Nothing." It was the 

personal motto of Gottlieb Daimler 

and the criterion he applied in creat- 

ing the automobile. A century later, it remains 

the guiding spirit of the company he cofounded. 

It is this simple idea that makes Mercedes- 

Benz not only a fine car but a universal auto- 

motive standard.  Engineered to such enduring 

objectives as durability,   reliability,   safety-and 

quality, down to the last fraction of a millimeter. 

"The Best or Nothing." It means engineer- 

ing integrity that creates a unique bond between 

Mercedes-Benz owners and their cars-a sense of 

pride that people seldom feel toward mere pos- 

sessions. And such solid long-term value for 

money that the Mercedes-Benz history of resale 

value is the envy of the industry. 

"The Best or Nothing." It is why there has 

never been a feeling like the feeling of owning a 

Mercedes-Benz. And whv there never will be. 
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Benz not only a fine car but a universal auto- 

motive standard.  Engineered to such enduring 
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quality, down to the last fraction of a millimeter. 

"The Best or Nothing." It means engineer- 

ing integrity that creates a unique bond between 

Mercedes-Benz owners and their cars-a sense of 

pride that people seldom feel toward mere pos- 

sessions. And such solid long-term value for 

money that the Mercedes-Benz history of resale 

value is the envy of the industry. 

"The Best or Nothing." It is why there has 

never been a feeling like the feeling of owning a 
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Other Comments 
Often comments by others stimulate, irritate, 

abuse or amuse this editors mind.-MSF 

Dim View 
"Well-informed people know it is 

impossible to transmit the voice over 
wires and that were it possible to do 
so, the thing would be of no practical 
value."—Editorial in the Boston Post, 
commenting on the arrest for fraud of 
Joshua Coopersmith (who had been 
attempting to raise funds for work on 
a telephone), 1865. 
—The Experts Speak, by Christopher 

Cerf and Victor Navasky 

Turn to Nature 
With plants that are often scraggly, 

scrawny or leggy, the Chemurgic Gar- 
den (plants for industry) at the New 
York Botanical Garden can never be 
classified as an ornamental one. 

Kenaf, a fiber-producing plant, 
yields woodpulp suitable for news- 
print. Guayule, from which rubber is 
obtained, is another crop to serve as 
an impressive tree saver. 

Jojoba is perhaps the most exten- 
sively grown oil-producing plant 
(40,000 acres are under government 
contract as well as large privately 
owned fields) and one of our most 
versatile allies in the fight to replace 
petrochemicals in plastics, deter- 
gents, lubricants, etc. 

—Eleanor B. Gambec, HSA News 

Executive's Elixir 
Armand Hammer sits in the middle 

of a world of scurrying secretaries and 

vice presidents, takes and sends end- 
less phone calls and telexes, and makes 
ceaseless efforts to bring world leaders 
together for one last chance at peace. 
There is incredible energy, awesome 
intelligence and terrible toughness,- 
also kindness, impatience, humor and 
a prodigiously small taste for fools. 

"I work fourteen hours a day, seven 
days a week. It keeps me young, it 
keeps me excited, it keeps my glands 
functioning," says the eighty-seven- 
year-old man of the Eighties. "I never 
feel my age, especially when I am 
about to make a deal." 

—The World of Armand Hammer, 
by John Bryson 

At Least There Was One 
When the notorious Harry Cohn, 

who ran Columbia Pictures, died in 
1958, a member of the Wilshire Boule- 
vard Temple asked Rabbi Magnin if 
he could think of one good thing to 
say about the deceased. The rabbi 
paused and said, "He's dead." 

—The NY Times Book Review 

Will They Listen? 
One of Prime Minister Lee Kuan 

Yew's New Year's messages was enti- 
tled "The Future Is Grim." Grim be- 
cause it is hard to survive as a city- 
state, without resources. Singapore 
must be restructured into high tech- 
nology to get out of the trap of compet- 
ing   against   countries   with   lower 

/ uas at my sister's today They have two pots 

wages that are working on lower-tech- 
nology machines. The answer? Pro- 
ductivity. "More and better machines 
per worker, more highly skilled, bet- 
ter-educated workers, positive atti- 
tudes. We will make technicians, engi- 
neers, and managers out of each Singa- 
porean who [can] make the grade." 

What worried the prime minister 
most? He seems to have built an island 
republic with high growth, low infla- 
tion, low crime, and nary a cigarette 
butt on the street. "It's the next gener- 
ation," he said. "We were not safe, and 
we had to work so hard. But the young 
people—they are growing up taking for 
granted safety and prosperity. How 
will they learn to run lean?" 
—The Roaring '80s, by Adam Smith 

Composers are remembered 
by posterity while 
businessmen are forgotten. 

—billionaire Gordon Getty, who 
composes serious music, in Life 

Both Must Give 
The emerging view is that Presi- 

dent Bush and Congressional Republi- 
cans will have to accept part of the 
responsibility for raising taxes and 
that Congressional Democrats will 
have to share the blame for limiting 
increases in Social Security and other 
retirement benefits. 

"The only solution is both sides 
taking the medicine at the same 
time," said a senior Republican sena- 
tor, a strong supporter of Mr. Bush who 
asked that his name not be used. 
"We're going to have to raise taxes. 
We're going to have to hold down 
Social Security. Cutting subsidies for 
beekeepers or Amtrak, even cutting 
defense, there's just not enough money 
there. I don't know when we're going to 
do it, but I promise you we're going to." 

—David E. Rosenbaum, 
New York Times 

Mother's Always Wrong 
Mother said, "You are not going to 

South Carolina alone to see a boy that 
you talked to on the telephone for 
ninety seconds." 

"But Mother, I've got to see him. 
This is my life and you're ruining it! 
You're from the olden days. Your life 
is over!" 

When I heard my daughter say this 
to my wife, I went upstairs and 
packed, for there was no point in stay- 
ing with a woman whose life was over. 

—Fatherhood, by Bill Cosby 
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CAPITA! 
IDEA. 

In today's business 
world, you either 
move ahead or you get 
left behind. There's 
no alternative. 

And to move ahead 
for many means the 
need for substantial 
additional capital. 

"That's true," you 
may say, "but how do 
I go about getting it?" 

Well, it's called going 
public and it has 
many advantages 
over borrowing 
money from a bank. 

You can raise a 
greater amount of 
Capital, from $2-6 mil- 
lion, without raising 
your blood pressure 
over interest rates and 
monthly payments. 
The capital you get is not a 
loan, it's yours, from investors 
who have the same faith in your 
company as you do. And you all 
can reap the future rewards 
with shares of stock. 

Though going public isn't the 
way for every company, if 
you're a growing, profitable 
business with sales between 
$5-20 million, it can be the 
springboard for significant and 
unprecedented growth. But 
you'll never know, unless you 

talk to the right peo- 
ple, right here, at 
STUART-JAMES. Our 
team of business con- 
sultants will help you 
evaluate the full 
potential of your com- 
pany. And if we find 
that we're right for 
each other, we can 
make the underwrit- 
ing process simple, 
swift and secure. 

Our 1,300 representa- 
tives in our 52 offices 
across the country 
have all helped con- 
tribute to our client 
companies' success. 
So if you care about 
your success, and 
want it to continue, 
contact The STUART- 
JAMES Company. 

Call Carl Janzen, Sr. Vice 
President at 1-800-227-1161 
(in New York 212-758-4665) 
or write for more information. 
The Stuart-James Company, 
Inc., 805 Third Avenue, 
New York, NY 10022. 

THE STUART-JAMES COMPANY, INC. 
INVESTMENT BANKERS Member NASD, SIPC 



Eventually, Stevie looked up: His mother 
was nowhere in sight, and this was certainly 

no longer the toy department. 

Overseas, Federal and 
UPS are just babes in the woods 

Just a few years ago, Federal Express and 
UPS couriers had never set foot on foreign 
soil. Now, they're trying to act as if shipping 
overseas is child's play. 

DHL, on the other hand, has been deliv- 
ering packages all over the world for 20 
years, mastering the intricacies of Cus- 
toms, languages, time zones and rout- 
ing. Little wonder we offer faster service 

to more of the world than any of our compet- 
itors. In fact, DHL serves more than 180 
countries in all. 

So, next time you ship to the Far Side, don't 
trust your package to the new kids on the block. 

1-800-CALLDHL 
n Canada 1-800-387-3887 

WORLDWIDE EXPRESS 

The World's Express Company 

£ 1989 DHL AIRWAYS, INC Members of the DHL World* ide Express Network include DHL Corporation and DHL Airways, Inc. in the U.S., and DHL International Ltd. outside theU.S. 



Fact and Comment II 
By M.S. Forbes Jr., Deputy Editor-in-Chief 

HOW TO GET RID OF THE BUDGET DEFICIT 
To meet Gramm-Rudman targets, Congress declared 

that U.S. Postal Service losses would be considered an "off- 
budget" item. They are not part of the federal budget we 
read and hear so much about. 

The costs of an enhancement of the Farm Credit System 

were also declared off-budget. 
The costs of bailing out the S&LS have also been deemed 

a nonbudgetary outlay. 

Why not go all the way and proclaim the entire deficit an 
off-budget expense? 

CALM DOWN 

LET GERMANY BE ONE AGAIN 

The Bush Administration has come under harsh attack 
for what has happened with West Germany and NATO. The 
critics are off base. It is the Federal Republic that should be 
on the receiving end of the catcalls, not the U.S. 

Backseat drivers say we should have anticipated Chan- 
cellor Kohl's sudden, politically panic-stricken call for 
negotiations with the Soviets concerning short-range nu- 
clear weapons. Given Moscow's overwhelming conven- 

tional military superiority, those missiles play a critical 
deterrent role. Wisely, 
Washington wants to even 

up conventional forces be- 
tween NATO and the Warsaw 
Pact before reducing or elim- 

inating short-range missiles. 
True, Germany is in the 

grip of Gorby-mania. Germans, who would bear the brunt 
of a Soviet invasion, desperately want to believe that 
Moscow is no longer a threat, that the West can let its 
guard down. But carpers forget that Washington made a 
major concession to the Federal Republic by agreeing to 
put off a decision on modernizing such missiles until after 

the German elections in 1990. 
In the wake of West Germany's precipitous decision, 

American pundits are writing that Bush should do some- 
thing "dramatic" like pulling our troops out of Europe, 
scrapping NATO or negotiating with Moscow to reunify 
Germany. The Administration would be wise to ignore 
such advice. To try in this emotional atmosphere hastily 
to devise a fundamental break from a strategy that has 
kept the peace for 40 years would be extremely dangerous. 

The wiser course would be for Bush to pursue a policy of 
steady-as-you-go, of taking advantage of openings but 
avoiding fundamental changes that could jeopardize West- 

^ReaganArms ASviser Says Bush 
Is Wrong on Short-Range Missiles 

■ New York Times 

- New York Post 

era security (which, after all, includes Germany's). Arm- 
chair secretaries of state will proclaim such a course 
uninspired and lacking a Gorby-like flair. The Administra- 
tion should properly call it grace under pressure. Crises 
call for cool heads, not hot heads. 

Look at the facts through noneuphoric eyes: 
• The Soviet Union is still light-years away from a 

parliamentary democracy. 

• Its military strength is still greater than it was when 
Gorbachev took power. 

• For all the talk of peres- 
troika, its economy remains 
in a straitjacket. 

• There have been liberal- 
izations before, which ulti- 
mately did not change the 

expansionist character of the regime. Khrushchev cut So- 
viet military strength by 1.2 million men in 1960, a steeper 
reduction than anything Gorbachev has talked about so 
far. Since the 1920s there have been periods when the West 
has provided substantial aid to the Soviet economy. 

• Who is to say that the recent grisly repression of 
demonstrations in Georgia could not be repeated on a 
larger scale elsewhere within the Empire, particularly 
the Ukraine? 

The extraordinary happenings in the East Bloc call for 
careful, not precipitous, responses. The President's visit to 
Hungary and Poland this summer should encourage demo- 
cratic trends there. Hungary is the most likely country to 
become a genuinely neutral state a la Finland. The Presi- 
dent should repeatedly call for tearing down the Berlin 
Wall. We can certainly come up with a face-saving compro- 
mise with the Germans on the short-range missile issue 
that won't leave our forces without a nuclear deterrent. 
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"Kxi don't know which way the 
markets are going Wfouldn't it be nice 

if you didn't care? 
If ignorance really were bliss, then running a company in a changing 

economy would be the surest route to nirvana. 

But such, alas, is not the case. No one, not even you, can say which way 

the leading financial indicators are headed. The only certainty is that their uncer- 

tainty can play havoc with your company's balance sheet. 

Aside from ignoring 

them completely, what 

can you do to allay 

your concerns? 

You can call Continental Bank 

and ask us about financial risk management. 

Risk management is a term that's being bandied about 

quite a bit these days. It's widely considered to be the wave of the future. But at 

( ontinental, it's very much the wave of the present. 

In the most basic terms, financial risk management is a means of hedging 

against fluctuating market conditions. More specifically, it helps you manage shifts 

[IliDOB 60697 



in interest rates, exchange rates and commodity costs. 

But while it is simple in principle, it can be quite complex in practice. Rather 

than relying on a few basic products, it requires expertise, flexibility, creativity and 

a willingness to put together transactions that have never been put together before. 

All of which we have in spades at Continental. 

It isn't our intent to numb you here with particulars. Suffice it to say that if 

you're interested in equipping your company with some of the more customized 

risk management tools available today, we can 

be of great assistance. And if you're interested in 

finding out more about what those 

tools are, we can help 

there, too. In either case, we urge 

you to look into risk management. It is 

fairly new, yes. It's something that not every bank is 

quite prepared to offer you. 

But it is, above all, one of the most solid, prudent and effective 

strategies your company could adopt in these unpredictable times. 

Call us at (312) 828-5799 to find out more about financial risk management. 

And about why, for the first time in modern economic history, what you 

don't know really can't hurt you. Q^ Continental Bank 
A new approach to business: 





Commentary 
on Events at Home and Abroad 

By Caspar W Weinberger, Publisher 

SINGAPORE—AN ALLY WE NEED 
Free trade, free markets, a favorable climate for invest- 

ment and profits, a decent concern for the welfare of the 

people and a strong defense—these are the hallmarks of 
the government of Singapore. And if it all sounds like 
former President Reagan's goals for America, that is be- 
cause Prime Minister Lee Kuan Yew of Singapore and Mr. 

Reagan do think alike in many ways. 
I was in Singapore a few weeks ago and 

talked with the Prime Minister. I have met 
him several times since 1981, and he has 

been in office since 1959, but he shows no 
signs of the passage of time or weariness. Nor 
has he found it necessary to change the basic 

thrust of any of his policies. 
Singapore is an extraordinarily clean city 

with a  great  deal  of greenery  and  parks 

*r-     *^        V 

Prime Minister Lee 

despite its small size. Its vigor and vitality are attested to 
by the vast volume of new construction, much of which 
is attractive public housing. There are virtually no 
homeless people in Singapore and little crime. Many 
other countries obviously find Singapore a good place for 
investment of capital that produces profits for investors 

and jobs for Singaporeans. 

Steadfast 

This is largely due to the enlightened government that 
Lee Kuan Yew has given his country for 30 years. He is the 
only prime minister Singapore has ever had, and he has 
been remarkably consistent in his views and policies. He 
opposed the communist wing of various parties, including 
his own, but he refused to take office after his first election 
until the left-wingers he opposed had been freed from jail 

by the British. 
He told us (FORBES Vice Chairman Christopher Forbes 

and I spoke with him in his simple, comfortable office) 
that he could see no reason to change his free trade and free 
market policies; that he would continue to try to attract 
outside capital, not by tax breaks but by demonstrating 
that the business climate in Singapore would continue to 

be favorable and stable. He has no illusions that the Soviet 
Union no longer poses a threat to free nations. The Singa- 
pore defense forces will continue to be strongly supported 
in coming budgets. 

Singapore has been exceptionally helpful to the U.S. 
both in international forums and bilaterally, and there is 

a particularly warm friendship and mutual 
admiration between Prime Minister Lee and 
former President Reagan. That is why Singa- 
pore is both puzzled and hurt that the U.S. 

has treated it as Washington has many 
other developing nations, few of which have 
been as consistently supportive of our secu- 
rity policies. Further, the U.S. has with- 

drawn from Singapore the trade preferences 
it had been granted for many years. Singa- 

pore also watches with great concern the various protec- 
tionist and isolationist measures that are so casually 
suggested by some members of Congress. 

One measure of Lee's success is visible in the large 
number of very big construction projects under way. A 
huge new convention center, which includes the tallest 

hotel in Asia, has just been completed, and there is a two- 
year project to restore the grandeur of the old Raffles 
Hotel. Two of the largest landfill projects in the world are 
nearing completion off Singapore's matchless harbor. The 
harbor itself is being modernized and handles all manner 
of containerized shipping now. 

Prime Minister Lee is a strong leader with a clearly 
defined philosophy that has been forged in the crucible of 
successful management of his country for 30 years. 

Singapore's strategically important location and its ob- 
vious dependence on foreign trade and on the attraction of 
foreign capital has made its government acutely aware of 
the need for strong friends and allies. 

The United States equally needs such friends, and we do 
ourselves and our supporters great harm when we display 
an unfortunate insensitivity to the needs and wishes of 
staunch allies like Singapore. 

FORBES, MAY 29, 1989 31 





EVER WONDER 
WHERE YOUR EMPLOYEE 
BENEFIT DOLLARS GO? 

Down the never-ending drain? 

^bu have every reason to feel that 

way. After all, health care is often one 

of your biggest single expenses. Yet the 

costs seem out of your control. 

And worse, they just keep rising. 

Last year alone, they went up an aver- 

age of almost 19 percent* And that was 

after steep increases in 1987 

So what can you do about it? 

^bu can start by working with 

an insurance company that is doing 

something about controlling employee 

benefit costs without sacrificing the 

quality of the plan. 

At NWNL Group, our Health 

Information Consulting Services is a 

prime example. 

Here we take mountains of claim 

information on your employees and 

their dependents. Then through com- 

puter analysis, we turn it into a man- 

agement tool that helps you both 

reduce and control health care costs. 

Based on that information, we 

can also give you some advice on how 

to make a good plan better. Some of 

which might surprise you. 

Of course, we realize not every- 

one wants that from their insurance 

company. But then, we're not the in- 

surance company for everyone. Nor 

do we try to be. 

The fact is, we work best with 

companies that are willing to make 

smart but tough choices in order to 

control costs. 

Our special booklet-10 Ways To 

Cut Employee Benefit Costs-tells you 

how we do it. Contact Rick Naymark, 

NWNL Group, Box 20, Minneapolis, 

MN 55440, (612) 342-7137 for your 

free copy. 

But do it soon, before too many 

more health benefit dollars disappear 

from view. 

fiilNWNLGROUP 
Northwestern National Life Insurance Co. 

A division of Northwestern National Life Insurance Company, Minneapolis, MN (not admitted in the State of New ''fork). 
The North Atlantic Life Insurance Company of America, Jericho, NY (a member of The NWNL Companies, Inc.). 

*"Health Benefits Survey: 1988," A. Foster Higgins &c Co. Inc. 



Who said 
engineers can't dream? 

£( Today change is so swift and 
relentless in the technc-societies 
that yesterday's truths suddenly 
become today's fictions... J J 

Alvm Toffler 
Author of Future Shock' 

A computer that prints what you 
" when spoken to; a train that 

floats silently through cities; a soft- 
ware program that creates soft- 

progi ms. 
iff of dreams. 

Engineer dream. nations in a 
world where noth xactly like 
them existed before 

Satellites, automation, magnetic 

AEG is a company built on 
realistic dreams like these, with 
approximately $7 billion in sales 
around the world. We are helping to 
make the future come true for indus- 
tries that range from metals tech- 
nology and food processing to NASA 
and automobile manufacturers. 

AEG companies and affiliates 
like MODICON, Promod and Sep- 
tor Electronics help to program, 
monitor and control automated 
production; AEG Westinghouse 
Transportation Systems builds 
energy-saving, pollution-free trains 
for the world's expanding cities. 

MODCOMP has just intro- 
duced a new generation of real- 
t>me computers that offers new 
levels of control and management; 
AEG Power Tools makes high qual- 
ity tools for industrial users and 
contractors. And AEG Olympia is 
delivering state-of-the-art office 
equipment while designing new 
modes and machines for the infor- 
mation needs of tomorrow. 

levitation High technology from the minds otAEG engineers 

Who said engineers can't 
dream? Or make dreams come 
true? Every day, a new barrier is 
broken, a new myth exploded. As 
the world cascades into the 21st 
century, engineer dreams are there 
waiting, making tomorrow possible 
and the days to come filled with 
potential. 

Were AEG. Innovative tech- 
nology for the changing worlds of 
business, industry and transporta- 
tion. Let your dreams become our 
inspiration. For more information call 
Diane Zediker at (201)231-8405, 
or write to Kurt Wiedenhaupt, Presi- 
dent, AEG Corporation, 3140 Route 
22, Box 3800, Somerville, NJ 08876- 
1269. Our business is the future. 
8 1988 AEG.  'Reprinted by permission ol Curtis 
Brown. Ltd  Copyright c  1970 by Alvin Toffler 

AEG 
Member of the Daimler-Benz Group 



What's Ahead for Business 

Savings are up 
but not by as much 

as it may seem 

Tax reform cut 
the incentive 
to save more 

Washingtonian logic 
says the problem 
wont be reversed 

Edited by Howard Banks 

THE POLITICAL REALITIES OF SAVING 

THE SAVINGS RATE IN MARCH WENT ABOVE 6%, up from a low of 2.8% 
in August 1987. But don't cheer too loudly. The swing may not have 
been that dramatic. 

Personal income is up, but spending on things like automobiles and 
new houses has paused. Subsidy payments to farmers are way up, too, 
partly as a result of extra handouts to ameliorate the effects of last 
year's drought, and the farmers have yet to spend the money. (The 
downside was also exaggerated when companies took money out of 
overfunded pension funds. Bookkeeping rules for the National Income 
and Product Accounts class this as dissaving.) 

Savings statistics are among the messiest to disentangle. But, despite 
the caveats, there has obviously been some recovery in the savings 
rate, which, however modest, is all to the good. 

A new study for Merrill Lynch by Washington-based IRET (the Institute 
for Research on the Economics of Taxation) says that a 2.5-point 
increase in the savings rate adds $100 billion a year to U.S.-generated 
capital stock, which should add around a point a year to GNP growth. 

THERE ARE TWO PROBLEMS WITH INCREASING U.S. savings further— 
both Washington-generated. 

One is that tax reform reduced incentives to save by making more of 
savings subject to double taxation—on the income that is to be saved 
and on the return (interest or dividends) that the savings produce. 

The obvious example was ending the tax break on Individual Retire- 
ment Accounts, which, it is now generally accepted, mostly did 
encourage new savings ($138 billion between 1982 and 1986, according 
to IRET) and wasn't just a break for the rich. 

The other is that correcting that now would lose the Treasury reve- 
nue—unacceptable because Gramm-Rudman-Hollings blocks any- 
thing that might add to the deficit. 

AN INGENIOUS SOLUTION TO THE IRA CONUNDRUM has been rediscov- 
ered by IRET in its study. Switch the tax incentive from year one (the 
old $2,000 IRA contribution was deductible up front) to later years 
when, instead, the retiree would draw down the income tax-free. The 
earnings during the life of the account would continue to be tax- 
sheltered. 

Bingo! The incentive to save is restored and the budget cost is passed to 
some future Congress. Unfortunately, for reasons explained only by 
Washingtonian logic, it's unlikely there will be a bingo. 

Michael Boskin, chairman of the Council of Economic Advisers, will 
not be pushing this one, even though he favors increasing the incentive 
to save. Reason: Higher saving would help reduce U.S. demand for 
foreign borrowing, and that would ease the pressure on Congress to 
trim spending. The Administration has no intention of taking the 
politicians' feet away from this fire. 
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The Forbes Index 

trevised 
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A bit of weakening in the economy. The Forbes Index fell 
0.4% in March, the first decline since September. People 
are getting cautious—or simply more thrifty. In March, 
when personal income increased 0.8%, the personal sav- 
ings rate lumped from 5.8% to 6.3% of disposable income. 
Low compared with Japan and other countries, it is never- 

theless the highest U.S. savings rate in almost four years. 
A 0.9% rise in manufacturers' new orders in March was 

the first increase since last December. Inventories grew 
0.4% to a record $239 billion. Civilian unemployment 
rose 0.3% in April to 5.3% of the work force, the sharpest 
increase since January 1986. 

The Forbes Index Components 
I he hubes Index is a measure ol US economic activity 
composed "I eight equally weighted elements Total in- 
dustrial production, new claims lor unemployment cum- 
pensauon the cost ol services relative to all consumer 
piucs the level of new orders lo; durable goods oan 
pared with manufacturers' inventories total retail sales, 
new housing starts personal income total consumer 
installment credit 

To measure ihese eight elements, FORBES monitors ten 
senesof U S government data The last 14 months'data 
for each series are presented at right 
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Personal income (Sbillions) wage and salary dis- 
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150 140                                 y      " 700                                                                                ^  

250 .-^_—^- V^-—-»^ 135 670                                                                     ^ "^ 

l.o   I 130 640                         y- ^ 

I neini                         i                   lor month 
pt  of Labor' 

Retail store sales (Sbillionsl 
seasonally adiustcd (Dept of Commerce) 

Consumer installment credit (Sbillions) 
total, seasonally adiustcd (Federal Reserve) 

I I I I I I I I I I I I I I 
F   M   A   M    )     I    A    S    O   N    D    |     F   M 

I  I  I  I  I  I  I  I  I  I  I  I  I 
MAMJ|ASOND|FM 

I  I  I  I  I  I  I  I  I  I  I  I  I  I 
FMAMJIASONDJFM 

, 
36 FORBES, MAY 29, 1989 



"WHEN IT COMES TO SERVING 
OUR CUSTOMERS, 

WE CAN NEVER GO TOO FAR!' 
CHARLTON HESTON FOR CONTEL 

) 1989 Contel Corporation 

Whether we launch a satellite, or bring digital technology to our rural 
telephone customers, we have a simple philosophy. 

We go out of our way. It comes from our experience setting up satellite 
systems for tough customers, like the U.S. Government and America's top 
companies. And then using our know-how to serve communities like Big Bear 
and Truth or Consequences with the latest technology, plus a commitment 
any customer can understand. 

When it comes to service, we never give less than our best. 

We go out of our way * 



Have you ever suspected that 
your investment banker calls you with 

every deal that crosses his desk? 
They say that opportunity knocks but once. However, it tends to be 

considerably more persistent over the telephone. Particularly when there's an 

investment banker on the other 

end of the line. 
KWMRS-^JP-f^ 

That is, in one sense, 

precisely as it should be. After 

all, its your job to choose the 

most attractive investment 

opportunities for the funds you 

manage. And it's a bank's job to 

give you some opportunities 

from which to choose. 

But at Continental 

Bank, we also think it's a bank's job to exercise a certain degree of selectivity. 

We base that position on the fairly obvious precept that no single 

investment is appropriate for every body of funds. 

So while you can expect Continental to gratify your desire for voluminous 

Dear Friend, 

vou have been specially <j 
Hollar to the next person * 
dollar t"      h  chain an 
y°UrSunc!e   A man in Port 
instructions; todayh 

uncles wci.^ 

wor Id.  The cha 

: ' hicigo, lllmou 



deal flow, you can be equally confident that we'll know when to shut the flow off. 

There are two simple explanations for this highly developed editorial 

ability. First, it is an absolute necessity. We couldn't hope to present you with 

the enormous number of investment opportunities that come to us through our 

global network of customers and contacts. Not even if we wanted to. 

And second, we don't want to. \bu see, our service philosophy takes a 

dim view of wasting our 

clients' time with irrelevant 

deals. Far better, we think, that 

we should invest our own time 

developing a real intimacy 

with your investment needs 

and goals. 

It is a philosophy 

that enables us to utilize both 

your time and our time much 

more fruitfully. 

If you'd like to re-evaluate the balance between the quantity and the 

quality of the calls you receive from your banker, start by calling us at (312) 

828-5799- We're eagerly waiting to hear from you. And before long, you'll be 

just as eagerly waiting to hear from us.   {SWA COfltinGlltdl Bdflk 
A new approach to business." 



Forbes 

The U.S. banking system's Latin American loans look good as 
gold compared with the Third World paper that Soviet bloc banks 
are stuffed with. At least the Latin countries have real economies. 

Moscow's debt 
crisis 

By Peter Fuhrman 

As A HANGOVER from the Cold 
War, Czechoslovakia and 

i South Korea do not have diplo- 
matic relations. But that did not pre- 
vent the two sides from closing on an 
intriguing, if little noticed, deal last 
summer. In August a newly estab- 
lished Czech trading company called 
cs Trading agreed to sell the South 
Korean conglomerate Daewoo $30 
million worth of Czech government 
claims against Libya. 

For dollars? Who would pay cash for 
claims against Qaddafi? No, it was for 
cars and consumer electronics. In re- 
turn for the doubtful Libyan paper, 

Daewoo is now shipping 3,000 Le- 
Mans Racer automobiles and $10 mil- 
lion worth of color TVS, VCRS and the 
like to Prague. 

What will Daewoo do with the Lib- 
yan notes it now holds? That's a good 
question, but this much is clear: 
Daewoo craves Libyan oil. And Libya 
needs Daewoo, a major construction 
contractor in Tripoli. In all likeli- 
hood, the capitalistic Koreans will do 
better at collecting from Libya than 
Prague's socialist bankers could. 

Welcome to the Soviet bloc's latest 
headache: its very own Third World 
debt crisis. The creditors are mainly 
the Soviet Union, Hungary, Czecho- 
slovakia and Bulgaria. (The East Ger- 

mans were apparently too smart to 
pass out many such credits; the Poles 
and Rumanians had nothing much 
worth supplying credits for.) They are 
owed up to $85 billion, in sovereign 
credits, mostly by a rogues' gallery of 
Middle Eastern states run by political 
gangsters: Iran, Iraq, Syria and Libya. 
According to Western estimates, Iraq 
alone owes the Soviet Union $17 bil- 
lion to $20 billion, largely for weap- 
ons purchased to prosecute its war 
with Iran. 

The Soviet bloc has long been sell- 
ing goods—both civilian and mili- 
tary—to the Third World on credit. It 
denominates credits in dollars, ster- 
ling and Swiss francs. Because most of 
what the Soviet bloc sells is shoddy, 
selling for hard currency would have 
been ridiculous if the Third World 
buyers intended to repay. But they 
probably never did intend to repay. As 
one Hungarian National Bank senior 
official, who insisted on anonymity, 
puts it: "There was a total disregard 
for the fact that no payments were 
ever likely to be received." 

As a result, the four communist 
lender nations are now stuck with 
mounds of worthless paper, at a time 
when they are already drowning in 
rubles (sec "Moscow's hard choices," 
FORBES, Mar 20). 

In the spirit of glasnost, the Rus- 
sians deny neither uncollectible debts 
nor their implications. "These debts 
are an enormous financial problem 
both for the Soviet government and 
for the Soviet enterprises that sold the 
goods," frets Sergei Novikov, deputy 
director of Sofintrade in Moscow. So- 
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fintrade was set up last year to recov- 
er, by whatever means possible, some 
of the hard currency owed to the Sovi- 
et Union. Thus far, Novikov con- 
cedes, the operation has met with lit- 
tle success. 

In extending the credits in the first 
place, the communists' credit analy- 
sis was basically this: The debtors 
produce oil; the world needs oil; the 
debts will therefore be repaid. It was a 
faulty mental process not unlike that 
of Western bankers who lent billions 
to Mexico and Nigeria. The fact is 
that just because your creditor has 
income doesn't mean he'll share it 
with you. 

Come to think of it, wouldn't you 
rather hold Mexican paper, or Chilean 
or Brazilian credits than 
Syrian or Libyan? At least 
the Latin countries have 
real economies. 

The communists have 
almost no hope of making 
any meaningful collec- 
tions. Take the case of 
Czechoslovakia's loans to 
Syria. The Syrians now 
owe at least $500 million 
in hard currency to the 
Czechs, who have sold 
small arms, machine tools 
and generating plants to 
Damascus. The Czechs 
have all but given up try- 
ing to extract dollars from 
Syria. So they are pressing 
Syria's Hafez al-Assad to 
ship crude oil to Prague. 

But the Syrians are un- 
yielding. They have been 
willing to ship only highly 
sulfurous    heavy    crude, 
which the Czechs are un-      
able to use in great quantities or resell 
to the West. The Syrians likewise are 
supplying the Czechs with chemical 
phosphates of such abysmal quality 
that they cannot be used without risk- 
ing serious environmental damage. 

There is a strong element of equity 
in this. The Czechs shipped the Syri- 
ans shoddy capital goods. The Syrians 
insist on repaying with shoddy miner- 
als. Nonetheless, the Czechs had 
thought they would get dollars and 
now feel slighted. Belatedly, the 
Czechs are cutting way back on their 
hard-currency exports to Syria. Those 
fell from S215 million in 1985 to $54 
million last year. 

Welcome to the farcical world of 
fair trade, communist-style. 

But Czechoslovakia has also shown 
some surprising inventiveness in try- 
ing to turn its loans into something 
useful. Libyan paper for Korean cars 
was  one  example.  Another:   Earlier 

this year the Czech government sold 
$200 million in assorted Libyan cred- 
its back to the Qaddafi regime at face 
value. Stripped down, this transaction 
was part rescheduling and part debt 
consolidation. The Czechs, in effect, 
lent Libya the money to buy back its 
own debts in bulk. Whether the Liby- 
ans will meet the regular hard-curren- 
cy loan repayments to Czechoslova- 
kia is considered dubious, even by 
government bankers in Prague. 

The two Libyan deals are innova- 
tive. But they make only a slight dent 
in the $4.25 billion to $5 billion in 
unserviced hard-currency claims held 
by Czechoslovakia, cs Trading has 
been allotted a portfolio of $2 billion 
in these claims to liquidate. "Progress 

Muammar Qaddafi of Libya 
Capitalistic Koreans are likely to do better at collecting 
debts than the socialist Czechs have. 

is very slow," confides cs Trading Di- 
rector General Vladimir Horak from 
his office in the outskirts of Prague. 
"The Czech government will in the 
end probably have to supply money to 
the firms that are owed the hard cur- 
rency." This, Horak glumly con- 
cludes, will only worsen the Czech 
government's budget deficit and add 
to the country's suppressed inflation. 

The biggest creditor is, of course, 
the Soviet Union. According to esti- 
mates by Jan Vanous, president of the 
Washington, D.C. consulting group 
PlanEcon and an authority on Soviet 
financial matters, the Soviet Union 
has outstanding hard-currency credits 
of $60 billion to $65 billion. Vanous 
calculates that by 1992 the Soviets' 
hard-currency claims will rise to over 
$100 billion. For its part, the Central 
Intelligence Agency estimates that 
last year the Soviets granted $5.5 bil- 
lion in new net credits to the develop- 

ing world. 
The Soviets, by and large, are more 

successful than their Eastern Europe- 
an satellites in obtaining some repay- 
ments. Most of the credits were for 
purchases of Soviet weapons, the 
U.S.S.R.'s major industrial export. 

Clearly, this gives the Soviet Union 
a lever. Since the debtors are mostly 
governments in power largely 
through force of arms, they cannot 
afford a cutoff of what the Russians 
supply. "The Soviets can call on very 
unorthodox but effective collection 
techniques," explains Vanous. Main- 
ly, this means threatening to slow or 
withhold arms shipments to delin- 
quent clients. In 1988 both Libya and 
Iraq increased the volume of deliver- 

ies of crude oil to the 
U.S.S.R. Much of this oil 
was then resold in the 
West. 

But this was no reason 
for applause in Moscow's 
banking circles. At best, 
these oil deliveries repre- 
sent payments of interest, 
not principal, on the esti- 
mated $25 billion Iraq and 
Libya are believed to owe 
to the Soviets. 

No one has yet called 
for a Shevardnadze Plan, 
but Sofintrade officials 
confirm that the Soviets 
are beginning to discuss 
writing off a substantial 
part of their claims. In 
this, Moscow will again 
be following Hungary's 
lead. This year, with typi- 
cal boldness, the Hungar- 
ian National Bank will 
write off as much as $500 

in    unpaid    hard-currency million 
claims. 

And Bulgaria? With the Soviet 
bloc's least developed industrial econ- 
omy, Bulgaria faces the largest prob- 
lems. With no other outlets for most 
of its industrial goods—basic machin- 
ery like electric motors and fork- 
lifts—Bulgaria still ships nearly half 
its hard-currency exports to Libya, 
Syria, Iran and Iraq. These countries 
already account for the bulk of the $7 
billion in credits held by the Bulgarian 
government. But Bulgaria continues 
to produce shoddy industrial goods in 
fulfillment of state plans and to ex- 
port them to countries that have no 
intention of paying back in full. 

Suddenly, Mexican loans look 
darned good, at least by comparison. 

The moral of the story, as sensible 
Soviet-bloc officials now freely attest, 
is that banking and politics make un- 
congenial bedfellows. ■ 
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For 60 years Lubrizol has overcome shift- 
ing markets, changing technology and gi- 
ant competitors like Exxon. 

Tough and 
slippery 

By Charles Siler 

T| HOSE BUSINESS PEOPLE who 
complain that they can't com- 

pete successfully against giant 
corporations might learn a thing or 
two from Lubrizol Corp. Founded in a 
Cleveland garage in 1928, it started 
out with one product—a graphite- 
based spray designed to stop squeak- 
ing in the leaf springs that once cush- 

ioned the axles of automobiles. Leaf 
springs have since been largely re- 
placed by more efficient, better-riding 
shock absorbers, but Lubrizol is still 
bouncing along. 

Today, with $1.1 billion in sales, it 
is the world's biggest independent 
producer of lubricant additives, with 
30% of the market. From its head- 
quarters in the Cleveland suburb of 
Wickliffe,   Lubrizol  has  adapted   to 

fast-changing automotive technol- 
ogies and market challenges from 
powerful competitors like Exxon 
Corp. and Amoco Corp. 

All it takes is the ability to produce 
a better product and then improve it, 
all the while keeping costs under firm 
control. That's all. 

A short primer in lubricant addi- 
tives: Motor oils and transmission 
fluids will not work right without ad- 
ditives. They will wear out gears and 
other moving engine parts, and they'll 
gunk up too fast. Passenger car motor 
oil, for example, which accounts for 
more than one-third of additive sales, 
contains about 15% additives. Other 
types of lubricants, such as automatic 
transmission fluid, can have as much 
as 30% additives. 

Getting motor oils to slip and slide, 
however, is a closely guarded, ad- 
vanced-technology business. Additive 
companies patent their formulations 
and watch very closely for infringe- 
ments, in an attempt to get an edge 
with such customers as motor oil 
makers and marketers Pennzoil Co. 
and Quaker State. 

Exxon, Lubrizol's biggest competi- 
tor with a market share of about 25%, 
learned just how closely guarded 
these trade secrets get when it agreed 

/.uhn: /A, ter Coleman 
"I have been hearing for the last 34 years that it is a maturing business, but it hasn't happened. 
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to pay Lubrizol $80 million to settle a 
patent infringement suit last year. Ex- 
xon also agreed to stop using an addi- 
tive process that Lubrizol claimed 
was patented, switching instead to a 
new formulation. 

Is Exxon's new stuff as good as the 
Lubrizol formulation it replaced? 
"That would be stretching it," admits 
David Corson, vice president of North 
American operations for Exxon's ad- 
ditives unit. And yes, he allows, his 
new formula costs a little more to 
produce. 

Where Exxon has made inroads into 
Lubrizol's business, Lubrizol has 
fought back and won. Lubrizol led in 
the production of automatic trans- 
mission fluid additives until the mid- 
1970s, when additive makers were 
forced to stop using sperm whale oil 
because of concern the species was 
endangered. While Lubrizol was re- 
thinking its formula, Exxon stepped 
in and grabbed half the market. But 
Lubrizol was not intimidated. Its lab- 
oratory people produced a better prod- 
uct, so that today the company has 
increased its transmission additive 
market share to about 70%. 

Keeping innovation alive clearly 
comes naturally to Lester Coleman, 
Lubrizol's chief executive for 11 
years. A chemistry Ph.D. who joined 
Lubrizol fresh out of college 34 years 
ago, Coleman is named as an inventor 
in 34 U.S. patents. And he seems to 
have positioned his company well for 
what's ahead. 

With the demand for bigger cars 
strengthening, more powerful and de- 
manding engines are good news for 
Lubrizol. Lubrication standards for 
motor oil were upgraded only last year 
by car manufacturers, meaning more 
additives are needed per quart. Which, 
in turn, means that Coleman is hardly 
concerned that additives account for 
92% of revenues. 

As a result of the Exxon settlement 
and last year's higher motor oil stan- 
dards, Lubrizol earnings shot up 72% 
last year, to $139.9 million. Operating 
income from additives was up 11%. In 
the first quarter, income was up 29%, 
not counting a one-time gain from an 
accounting change in the first quarter 
of 1988. Lubrizol shares, trading re- 
cently at 44, or 14 times estimated 
earnings, are up 26% so far this year. 

"I have been hearing from people 
for the last 34 years that it is a matur- 
ing business and that there is no 
growth to it," Coleman says. "But it 
hasn't happened." 

All of which seems to prove that 
sheer size is a somewhat overrated 
strength in the continuing war for 
business success and survival. ■ 

For Japan, the target was the U.S. automo- 
bile, home entertainment and high tech- 
nology industries. For Taiwan, it is the U.S. 
petrochemical market. 

Taiwan's 
U.S. strategy 

By Ruth Simon 

F| IRST THE JAPANESE and Europe- 
ans, now the Taiwanese. The 

cheap dollar and the allure of the 
rich U.S. market is attracting foreign 
investment to this nation as never 
before. 

Y.C. Wang's enterprising Formosa 

Plastics Group (FORBES, ,^/y 15, 1985) 
is planning to put up a huge petro- 
chemical complex in Texas, while 
China General Plastics Corp. is likely 
to build a plant in Lake Charles, La. 
Both operations will churn out ethyl- 
ene, a basic building block for plas- 
tics. For American companies such as 
Dow Chemical and E.I. du Pont de 

Robin Mover/Gamma-LiaiSi 

Formosa Plastics Group Chairman Y.C Wang 
Will the push in ethylene lead to a glut? 
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Nemours, the Taiwanese invasion 
will mean fierce competition in a 
business that has been wildly profit- 
able the past few years. 

Formosa Plastics' U.S. strategy is 
ambitious. Its venture will cost $1.7 
billion and be built in Point Comfort, 
Tex. The operation will include a 
plant that produces ethylene as well 
as at least six "downstream" plants 
that make ethylene into polyethylene 
and other derivative products. China 
General, through its U.S. unit, West- 
lake Polymers Corp., is planning'to 
spend more than $200 million on a 
plant. Both ventures are slated to start 
operations in 1991. 

The Taiwanese are not small fry. 
Formosa is one of the world's largest 
plastics makers, with revenues of 
more than $5 billion. China General's 
revenues topped $1 billion in 1987. 

One reason the petrochemical busi- 
ness has been so profitable lately is 
that plastic, and the ethylene used to 
make it, is in great demand. Many 
goods once made of metal—from 
plumbing pipes to computer termi- 
nals—are today being fashioned from 
plastic instead. 

The Taiwanese push in the U.S.— 
coupled with other planned ethylene 
additions—could lead to a world glut, 
according to Earl Armstrong, a part- 
ner with DeWitt & Co., a Houston- 
based petrochemical consultant. With 
U.S. operating rates near 100%, a half- 
dozen U.S. companies have recently 
announced plans for new ethylene 
plants of their own. Capacity is being 
added in Asia, too. Says Howard Shel- 
don, the genera] manager of Dow's 
Pacific operations, "We have a feeling 
that we're going to be drowning in 
ethylene." 

Look for prices and profits to drop. 
First hit will be producers such as 
Lyondell, Shell and Exxon, which sell 
ethylene in the open market, instead 
of using it themselves—as the Tai- 
wanese, Koreans and Thais do—to 
make polyethylene pellets or other 
semifinished products. If supply be- 
gins to exceed demand, quite obvious- 
ly the more integrated producers will 
use their own production first and cut 
back on their open market purchases. 
But integrated U.S. producers also 
will be hurt as the Taiwanese increase 
their production oi ethylene-based 
plast 

Such concerns do not seem to both- 
er tlv. anese. "We see in America 
a land of potential," says Winston 
Wang, the son and heir apparent to 
Formosa's 73 year-old chairman; bil- 
lionaire Y.C. Wang. "A lot ol products 
imported to the US can be made in 
the U.S." 

Indeed, besides the Texas operation, 
Formosa says it hopes to build a petro- 
chemical processing complex in Loui- 
siana by 1991. Formosa will initially 
spend $150 million, but the Louisiana 
complex could someday equal the $1.7 
billion Texas facility in cost and size. 
The Louisiana plant would make plas- 
tic-based consumer goods such as 
shower curtains and credit cards. Al- 
ready Formosa produces plastic resins, 
pipes and films in about a dozen U.S. 
plants, whose annual revenue totals 
about $630 million. 

Like Japanese automakers, Formosa 
and Westlake may have been prodded 
to establish U.S. operations partly be- 
cause of worries about protectionism. 
Last year Taiwan had a $13 billion 
trade surplus with the U.S. By setting 
up an American manufacturing base, 
the two Taiwanese companies could 
at least narrow the trade gap a bit. 
Further progress could be made if For- 
mosa and Westlake follow through 
with plans to build additional U.S. 
plants. 

Formosa says it initially plans to 
export 70% of its Texas production, 
mostly to Taiwan. But the company's 
exports will decline as Formosa be- 
gins making more plastic-based con- 
sumer goods here. As for Westlake, 
about 70% of its ethylene output will 
be  used   to  feed  two  polyethylene 

plants the company bought from Cit- 
ies Service in 1986. 

Questions have been raised as to 
whether Formosa or Westlake might 
back out of its plans for U.S. plants. 
The evidence suggests both compa- 
nies will go ahead. Westlake has ap- 
plied for environmental permits to 
build an ethylene plant in Lake 
Charles, La., where its polyethylene 
operations are based. The company 
says a formal announcement is near. 
Formosa is also pushing hard for its 
permits. 

"They've started to place orders for 
major equipment," says Ray Orriss, 
manager of ethylene technology for 
M.W. Kellogg Co., which is designing 
both plants. 

What kind of edge do the Taiwanese 
have that gives them the confidence to 
go ahead in defiance of the potential 
glut? Not technology: U.S. petrochem- 
ical and plastics companies today are 
on the cutting edge of technology. Not 
money: Because of heavy capital spend- 
ing, the U.S. companies have the latest 
in plant and equipment. The real Tai- 
wanese edge is low overhead and a 
tough-minded nonchalance toward 
quarterly earnings reports. 

Says Dow's Sheldon, "The first 
driving force for the Taiwanese is to 
get market share, and then they worry 
about price." ■ 

To help the savings and loan industry, 
federal regulators prescribed adjustable- 
rate mortgages. But some institutions are 
taking an overdose. 

Digging their 
own graves? 

By Howard Rudnitsky 

HOW TIMES HAVE CHANGED. In 

the early 1980s America's sav- 
ings institutions were lam- 

basted for writing too many fixed-rate 
home mortgages. With inflation and 
interest rates high back then, many 
thrifts got stuck in the unenviable 
position of borrowing dear and lend- 

ing cheap. Steep losses resulted. To- 
day a number of home lenders are 
being whipsawed by the very instru- 
ment that was supposed to save them: 
the adjustable-rate mortgage. 

Many mortgage lenders have done 
well with adjustable rates. But some 
lenders have been overly aggressive, 
frequently offering mortgages at ex- 
tremely low introductory rates for up 
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to a year. You've probably seen these 
"deep-discount teaser" rates adver- 
tised in the papers: home loans at 8% 
annual interest for the first year, with 
a 2% maximum rate adjustment the 
following year. With interest rates ris- 
ing rapidly in the past year, many of 
the weaker, thinly capitalized savings 
and loans are headed for trouble. 

One lender irate about teasers is 
Robert E. Barnes, president of Bay 
View Federal Savings of San Mateo, 
Calif. He feels teasers amount to "sui- 
cide pricing." Whoever created this 
beast, he says, "should take a stake 
and drive it through the heart of the 
thing." 

Borrowers could get burned, too. As 
one-year teaser rates expire, a growing 
number of borrowers with adjustable- 
rate mortgages in several areas of the 
country could find themselves facing 
monthly mortgage payments as much 
as 20% above a year ago. Many of 
these borrowers qualified for their 
mortgages because they were able to 
make monthly payments based on the 
low, introductory teaser rates. Now 
that those rates—and monthly pay- 
ments—are rising fast, some home- 
owners may not be able to make ends 
meet. Little wonder housing industry 
analysts expect a significant rise in 
foreclosures over the next 18 months. 

Despite the potential problems, 
teaser mortgages are still being active- 
ly marketed in the Northeast and the 
Southeast. For example, New York's 
Dime Savings Bank recently offered 
an 8.25% first-year introductory rate, 
with a lifetime interest cap rate of 
13.95%. Another New York lender, 
American Savings Bank, was hawking 
an adjustable-rate mortgage as recent- 
ly as late April that for the first six 
months carried a rate of 8%. That's 
okay when it's done occasionally, and 
American has since raised its intro- 
ductory rate. But for some thrifts, it 
could become a problem. 

Bay View's Barnes shakes his head at 
how the teaser phenomenon has grown 
in recent years. "If there are people in 
thebusiness who want to take on a loan 
that's underwater, fine," he says. "In 
the end, though, they could wind up in 
thepoorhouse." 

Nationwide, there is an estimated 
$700 billion of adjustable-rate mort- 
gages outstanding, of which thrifts 
hold some $400 billion, according to 
A. Gary Shilling & Co., a New York- 
based research firm. Of those, perhaps 
$40 billion to $60 billion have deep- 
discount teasers written in the past 
year or so. 

Large, well-capitalized thrifts with 
teasers on their books can ride out 
periods of high interest rates. For in- 

stance, at California thrifts like Gold- 
en West Financial, Great Western Fi- 
nancial and H.F. Ahmanson, the com- 
bination of rising interest rates and 
deep-discount teasers might depress 
earnings for a while. But it won't even 
come close to sinking them. 

The real problem comes at thinly 
capitalized thrifts—those with capital 
below 3% of assets. An example is 
ailing Gibraltar Financial (assets, $15 
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billion) of Beverly Hills, Calif., whose 
two California thrifts were recently 
put under the conservatorship of the 
Federal Deposit Insurance Corp. In 
addition to having lots of bad real 
estate loans and other problems, Gi- 
braltar, along with other California 
thrifts, was an aggressive purveyor of 
teaser mortgages. Observers in the 
area say these thrifts' deep discount- 
ing on adjustable-rate mortgages 
forced other savings and loans to join 

the fray. But now that the regulators 
are monitoring the situation more 
closely, the pressure has eased, and 
area thrifts have cut back on the deep 
discounting. 

Unwittingly, the Feds may have 
contributed to the teaser problem. 
Federal regulators for years have en- 
couraged thrifts to take on more ad- 
justable-rate mortgages. The goal was 
to have a better match between inter- 
est expense and interest income. In 
times of rising rates, adjustable-rate 
mortgages help thrifts offset the ex- 
pense of higher interest payments to 
depositors. Thrifts, especially the 
weaker ones, jumped at the bait. The 
regulators allowed them to operate 
with reduced capital as long as they 
moved more heavily into adjustable- 
rate mortgages. Soon the most aggres- 
sive thrifts were resorting to deep- 
discount teaser rates with unrealistic 
rate caps. 

But problems are cropping up. For 
one thing, some thrifts have been 
booking teasers as if the loans would 
last for many years. But in fact, teas- 
ers don't always stay on the books as 
long as the savings and loans assume. 
Some borrowers are pulling out of 
teaser mortgages just when the rates 
start to rise, leaving thrifts with losses 
(FORBES, Apr. 3). Says William Curtin, 
vice president of fixed-income re- 
search at Drexel Burnham Lambert, 
"Thrifts holding deep teaser mort- 
gages may well overestimate the life 
of the mortgage. You've got teaser 
junkies who will switch from one 
teaser to another." 

All this worries financial overseers. 
Federal Reserve Board Chairman Alan 
Greenspan is concerned about a pro- 
posal in the House that would encour- 
age thrifts to have 80% of their loans 
in mortgages, up from 60% previous- 
ly. But that could be a mistake consid- 
ering the liberties that some aggres- 
sive savings and loans have taken 
with teaser rates and low caps on ad- 
justable-rate mortgages. 

Right now, it looks like tougher 
capital requirements and lending 
guidelines, which are likely to go into 
effect around midyear, may squelch a 
good deal of the frenetic teaser lend- 
ing. Those institutions that don't 
meet the higher capital requirements 
will be put out of business. Those that 
do are unlikely to put their capital at 
risk by writing unprofitable teaser 
mortgages. 

Until Congress acts, though, the 
more aggressive thrifts continue to 
push teasers, praying all the while 
that rates turn down after midyear. 

Heads they win, tails the govern- 
ment pays. ■ 
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Garth Drabinsky has MCA's Sid Sheinberg 
bopping mad. If we were investors in 
Drabinsky's company, wed be peeved, too. 

Every trick 
in the books 

By Dana Wechsler 

T| HE WELL-PUBLICIZED FIGHT be- 
tween Cineplex Odeon and its 

big shareholder, MCA, got so nas- 
ty that MCA mogul Sidney Sheinberg 
refused to attend the annual B'nai 
Bnth dinner this year. He stayed away 
as a snub to the honoree, Garth Dra- 
binsky, chairman of Cineplex Odeon, 
whom he was supposed to toast. 

Drabinsky, 39, has built Cine- 
plex Odeon Corp., headquartered 
in Toronto, into the second-larg- 
est cinema chain in North Amer- 
ica. Its 1,818 screens—1,232 in 
the U.S., 576 in Canada and 10 in 
the U.K.—grossed $696 million 
last year and earned a record $40 
million. 

Why is Sheinberg so furious? 
A few weeks ago MCA Inc., 

which owns 49.7% of Cineplex, 
announced that it had "very seri- 
ous questions" about the com- 
pany's financial reporting prac- 
tices. A tew days later, account- 
ing watchdog Kellogg Associates 
(see box, f> 48) released a report 
calling Cineplex' operating earn- 
ings heavily inflated. 

According to the Kellogg anal- 
ysis, Cineplex Odeon's real pre- 
tax earnings were closer to a $41 mil- 
lion loss than to the $44 million gain 
it reported. 

Apparently, that's what MCA was 
upset about. 

A bit  of background:  The  entire 
movie house industry is in turmoil. A 

rs ago too many movies were 
chasing too few screens, so theater 
own aided, none more aggres- 
sively than Drabinsky. Over the last 
five yeais the numbei ol screens has 
jumped 35%. 

Soon,   too  many  screens  will  be 
chasing too little product. This year 

only about 470 feature-length films 
will be released, 10% fewer than last 
year and down from 515 in peak year 
1987. Releases are expected to drop 
further in 1990. Meanwhile, movie 
attendance has been flat for decades. 

To prop up margins, Drabinsky has 
employed some very aggressive ac- 
counting techniques. Consider the 
way he amortizes Cineplex' leasehold 
improvements. Most movie theater 

Cineplex Odeon's Gartb Drabinsky 
"Be can't keep snowing profits. 

companies write off their leasehold 
improvements—the seats, lights, 
equipment, etc.—over the term of the 
lease. That's usually a fairly long peri- 
od, so the companies can minimize 
charges against current earnings. 
General Cinema, for example, amor- 
tizes most leasehold improvements 
over the full period of its leases, 
which generally run 20 years. 

Drabinsky? He's in a class by him- 
self. A few years ago he lengthened 
Cineplex Odeon's amortization 
schedule, which includes the term of 
the lease plus all renewal options. It 

now averages out to 27 years. 
Yet industry experts tell FORBES 

that theater carpeting is typically 
changed every five years, seat cush- 
ions almost that often. Sound and pro- 
jection equipment technologies are 
changing fast. Since Drabinsky's 
strategy is to have the most attractive 
theaters in the business, he cannot 
ask patrons to sit on gum-smeared 
seats or trip over frayed carpets. 

What if Cineplex were to shorten 
its amortization period, say, to what 
Carmike Cinemas uses, 15 years? In 
1988, $16 million would have been 
slashed from pretax earnings, and 
earnings per share would have 
dropped from 83 cents to 54 cents. 

Cineplex' gross leasehold improve- 
ments account amounted to $594 
million at the end of December. 
About three-quarters of Cineplex' 
seats are leased. That implies the 
company has spent some $1,400 per 
leased seat to make beautiful theaters 
to attract customers—nearly triple 
the industry average of about $500 a 
seat. Carmike spends only $300 a seat 
to furnish and equip its theaters. 

Sprott Securities' Alex Winch ad- 
mits to holding a short position in 
Cineplex shares. He is no disinter- 

ested observer. But he does offer 
an interesting calculation. The 
industry's average ticket price 
last year was a little over $4. 
About half of that went to the 
theater operator, half to the mov- 
ie producer. 

Assume for a moment that 
Drabinsky's only cost is recoup- 
ing his leasehold improvement 
expenses. To do so, Cineplex 
would have to sell about 700 
tickets per seat. The theater in- 
dustry's average occupancy rate 
is roughly 3.4 times per seat per 
week. So selling 700 tickets per 
seat would take Cineplex Odeon 
four years. 

Now factor in Cineplex' other 
costs—labor, advertising, rent 
and so on—and it is clear that 

     Cineplex' plant and equipment is 
deteriorating faster than money is 
coming in to cover the deterioration. 

To fund his working capital needs, 
Drabinsky has been selling assets and 
booking the gains on the sales as oper- 
ating income. Last year $48 million of 
Cineplex' pretax operating income 
came from selling a 49% interest in a 
postproduction company called Film 
House; the gain is hidden in operating 
revenues on the face of the income 
statement, under "Distribution, post- 
production and other." Another $7 
million came from real estate sales. 

Subtract  nonrecurring items,  and 
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plex Odeon lost $14.5 million, 
ix, mostly from the business of 

rating movie theaters. 
How does Drabinsky get away with 

lumping large-scale, nonrecurring 
gains into operating income? Through 
a spokeswoman, Drabinsky declined 
to speak to FORBES. But his defense 
apparently is this: We're not just a 
movie theater company. We're also an 
asset shuffling company. If we make 
money shuffling assets, it's only right 
to book the gains as operating income. 

Accountants Thorne Ernst & Whin- 
ney bought this line; the firm gave 
Cineplex Odeon an unqualified opin- 
ion last year. 

At least one Wall Street analyst has 
swallowed Drabinsky's line, too. Says 
Margaret Stahl of New York's Wood 
Gundy, one of Cineplex' only fans: 
"This is an asset management compa- 
ny. They will continue to sell assets." 

Maybe so, but we at FORBES have 
heard that before. The day usually 
comes when it is no longer possible to 
reshuffle at a profit—and there are 
plenty of signs that North America is 
saturated with movie house capacity. 

One of the classic signs of trouble in 
any company is a buildup in accounts 

receivable. Cineplex' receivables 
jumped to $152 million in December 
from $42 million a year earlier. Even 
after subtracting $74 million due on 
the aforementioned sale of Film 
House, receivables shot up 84%—on 
only a 10% increase in revenues. 

What are receivables for a theater 
company? Don't you buy your ticket 
and popcorn for cash? Yes. In its quar- 
terly report last Sept. 30, Cineplex 
attributes the increase to its non- 
movie-theater operations—"distribu- 
tion sales, promotional and fee-gener- 
ating activities." If you do the math, 
it's taking Cineplex 183 days to col- 
lect on its bills. This, in businesses 
where typical terms call for payment 
in 30 to 60 days. Even if you assume a 
lot of the money due is from real 
estate sales, collection works out to a 
long 126 days. 

Drabinsky says he wants to take 
Cineplex Odeon private. If he does, 
it's difficult to see how he'll finance 
the deal. Using Cineplex' own num- 
bers, cash flow last year was $70 mil- 
lion, interest expense $43 million. If 
Drabinsky and backers were to bor- 
row the $700 million to $900 million 
he needs to go private, the company's 

interest bill would jump by another 
$100 million or more. 

A Canadian financier who has so far 
declined to participate in Drabinsky's 
bid says Drabinsky is actively looking 
for a buyer for his New York City 
properties because he will be able to 
attract financing only if he sells as- 
sets. "He might be able to find a buyer 
for the U.S. assets," says the financier. 
"But he can't keep showing profits." 
MCA is said to be interested in Cine- 
plex Odeon's U.S. theaters. 

So far, Drabinsky has verbal com- 
mitments for only $400 million, ac- 
cording to a source close to Dra- 
binsky. "They haven't exhausted 
their leads yet," he says, "but they're 
in desperation mode." 

If Cineplex Odeon is in such rocky 
shape, why would Drabinsky want to 
take it private? An MCA executive 
who requested anonymity offers this 
explanation: "You have to get into the 
personality," he says. "I attribute a lot 
of Garth to ego. A lot of what he does 
isn't very rational. But how much [of 
the company] is his money, anyway? 
All he can do is go broke." 

If we were Sid Sheinberg, we'd be 
peeved, too. ■ 

"Eventually, it all topples" 
W1 orking out of their 

homes in Los Ange- 
les, grandfatherly Irving 
Kellogg, 74, his son Loren, 
37, and Loren's wife, Den- 
ise, 36, publish Financial 
Statement Alert The Kel- 
loggs were the ones who 
caught much of what MCA 
apparently overlooked 
about Cineplex' account- 
ing. The Alert is a biweek- 
ly newsletter that is enter- 
ing its second year and is 
dedicated to exposing 
what the Kelloggs consid- 
er dubious accounting 
practices. 

Irving Kellogg is a certi- 
fied public accountant 
and lawyer who built his 
own accounting firm, Los 

les' Kellogg & Andel- 
son, and later took up the 
practice of law. He is the 

thi    of How to Find Negligence <i>ul Misrepresentations 
//.'< kit Statements, a reference book for lawyers and 
• . now going into us third edition. 
Kelloggs pull no punches. Typical was the intro- 

to their report, dated Apr.  19, on Cineplex 
"In our opinion, Cineplex Odeon Corp.'s finan- 

cial ing is the most aggressive we have encoun- 
tered    In the cautious context of accounting, the term 

"aggressive" is a code 
word for what blunter folk 
would call exaggerated— 
or worse. Three dense 
pages backing up their 
opinion followed. 

The Kelloggs now have 
60 subscribers. They in- 
clude money managers 
like the Parnassus Fund 
and Cigna Investments 
Inc., which use the service 
to avoid big losers, and ag- 
gressive short-sellers like 
New York's Kynikos As- 
sociates. Price: $18,000 in 
"soft" commission dol- 
lars for clients of Donald- 
son, Lufkin & Jenrette's 
Autranet subsidiary, or 
$9,000 a year in cash. 

Not all of the Kelloggs' 
analyses have been vali- 
dated by the market. They 
seem to have been right 

about problems at Genentech and cue International: 
Both stocks are far off their highs. But they've also been 
down on Compaq Computer, now near its high. 

But never mind. Irving Kellogg believes that justice 
will ultimately prevail. "Smart companies can usually 
outwit the auditors. And let's not understate the eco- 
nomic pressure on CPAS to keep the client happy," he 
says. "But eventually it all topples."—D.W. 

\c c minting watchdogs Irving Loren and Denise Kellogg 
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Peugeot 405 S 
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1988 Best European Car of the Year. 

1989 Best Imported Car of the Year. 

The Success 
Hasn't GoneTb 
Our Price. 

Since its introduction, the Peugeot 405 has 

been enjoying the rarefied kind of success only a 

landmark automobile can enjoy. 

It impressed Europe's most discriminating 

automotive journalists as no car ever had before, 

winning the coveted European Car of the Year 

award for 1988 by the widest margin in history. 

Its debut in America was no less auspi- 

cious. In grand style it won the Motoring Press 

Association s Best Imported Car for 1989 out- 

shining established stars like the Mercedes-Benz 

190, the BMW 535, and the Acura Legend Coupe. 

All cars that are legendary for their performance. 

405 
PL 

S 14.500* 
S 

s 17.700* 
Mi 16 

$20,700* 

And legendarv for their price. 

Happily, as you can see, all this 

praise hasn't swelled the 405 s price. 

And included in it are many standard 

amenities like air-conditioning with 

automatic climate control and power 

door locks. As well as the protection 

of a 3-year/36,000-mile Bumper-to- 

Bumper limited warranty; a 5-vear/ 

50,000-mile limited powertrain 

warrantv;** and the most comprehensive roadside 

assistance plan available: <@).*** 

So why not call 1-800-447-2882 for the 

name of a dealer where you can investigate one of 

the best automotive values on the market today: 

The front-wheel drive Peugeot 405. It'll grant vou 

the experience of driving a world class automobile 

And spare you the experience of paving for one. 

I 
•MSRP Excludes dest. char»e, ta\. title, options and registration. "See your dealer for details of these warrant ies. """Membership subject to the rules and regulations "I C 

In addition in the standard amenities mentioned, the 405 S comes with power moon roof, cruise control and Clarion anti-thefl \M I M cassette deck. 
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History is full 
of giants who 
couldn't adapt 

In the history of telecommunications 

AT&T has long been the giant. But recently the 

environment has changed. As a result of today's 

open marketplace, for the first time, the giant is 

facing real competition. 

We're ITI, and we're among the fastest 

growing companies in the telecommunications 

industry. In the past, when only one company 

could provide long distance operator services, 

you received whatever they chose to provide. 

Now, ITI offers you a whole new world of 

innovative operator services, while the giant 

continues to lumber along. 

Unlike the giant, we can respond to your 

special needs quickly and efficiently. That 

means when you need multilingual operators, 

we have them now. When you need message 

forwarding, we offer it now. We listen. And we 

are committed to keep listening. 
So whenever you choose an operator 

services company, remember: size isn't 

everything. In the end, it's the smarter, quicker 

guy that prevails. That's how evolution works.  ————  

m M. m Welisten. 
INTERNATIONAL TELECHARGE, INC 



Roger Milliken is a billionaire several times 
over, a brilliant businessman who built a 
superb company in a sick industry. But he 
isnt immortal, and heirs are unhappy. 

Can Roger Milliken 
emulate William 

Randolph Hearst? 

By Alyssa A. Lappen 

ROGER MILLIKEN IS ONE of the 
great businessmen of the mod- 
ern era. Almost unsung—and 

preferring it that way—Milliken used 
innovation and intelligence to turn a 
family business in a sick industry into 
an immense fortune worth nearly $4 
billion. Business people looking for 
lessons on success and survival in a 
rapidly changing world would do well 
to study Milliken's record as well as 
his career. 

But this is also a poignant story, an 
account of a 73-year-old fighting to 
preserve what he created against a 
clamor among some of the family's 
heirs for control. If the heirs have 
tlieir way, Milliken & Co. may not 
survive in its current form. 

Where did Milliken make his mon- 

Textile tycoon / • >. er Milliken in his New York showroom 
When the crunch comes, cash is king. 

1 J.lt«  kcatnix 
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50 years of 
opening doors for 
American business 
and investors 

Three keys, a 
Triple A and 

^   opportunity 
knocking. > 

These "Triple A" ratings 
reflect our strength, our ability 
to see our clients' goals 
through—in wholesale com- 
mercial banking, global asset 
management, investment 
banking, and trading and dol- 
lar funding capacities. We are 
for example, a major lender 
and syndicator to American 
business, creating innovative 
off-balance-sheet securitiza- 
tion packages, acquisition an 
restructuring financing. We 
also offer all forms of tradi- 
tional bank loans and 
commitments. Our New York 
branch is among the leading 
lenders of foreign bank 
branches in the U.S. 

By any standards, Swiss 
Bank Corporation's first 50 years 
in America have been golden. 
Since opening our first office in 
the U.S. in 1939, we have 
grown in size, in strength and 
in our capability to serve our 
American clients—marketwide, 
industrywide, nationwide, 
worldwide. 

tm 

Today, Swiss Bank Corpora- 
tion in America numbers some 
1,600 people with nine offices 
coast to coast. We also give 
our U.S. clients a world view 
second to none with over 
21,000 people in 300 
branches, subsidiaries and 
representative offices on 
five continents. 
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Now, we are opening new 
doors for our American busi- 
ness partners and clients. The 
new doors of the Swiss Bank 
Tower—our 36-story office 
building now under construc- 
tion in the heart of midtown 
Manhattan. And the new door 
of 222 Broadway which will be 
home to two new trading 
rooms equipped with state-of- 
the-art capabilities, including 
sophisticated analytics, 
satellite communications and 
networked data processing 
undreamed of in 1939. 

50 years of opening doors 
for American business and 
investors—it's a lot to be prouc 
of and a lot to build on in the 
next 50 years to come. 

k 

Key to our success is our 
faithful adherence to three 
business values—confidence, 
security, discretion. These val- 
ues, symbolized by the three 
golden keys in our corporate 
logo, have served and con- 
tinue to serve our business 
partners and clients well. We 
are one of only a handful of 
banks in the world rated AAA 
by Standard and Poor's, and 
Aaa by Moody's. 

Mu 

Li^^m 
Swiss Bank 
Corporation 
New York, Atlanta. Chicago, Dallas, Houston 
Los Angeles, Miami. San Francisco 

-J. 



ey? Wall Street? Computers? Media? 
Nothing so glamorous. Roger Milli- 
ken is a textile man, and his Milliken 
6^ Co. stands out among its generally 
lackluster competitors. 

In an industry littered with debt- 
ridden companies earning pathetic re- 
turns, Milliken & Co. is almost debt- 
free, and FORBES estimates that the 
company's aftertax earnings average 
at least 8% of sales—more than two 
times the textile trade median and 
60% higher than U.S. industry in gen- 
eral. Its cash flow is at least $400 
million a year. That is more than Bur- 
lington Industries, Springs Industries, 
West Point-Pepperell and 
Fieldcrest Cannon com- 
bined. Almost all of Milli- 
ken's cash flow is rein- 
vested in the business, 
with annual dividends no 
more than 5% of aftertax 
income, or about $10 mil- 
lion a year. 

Milliken & Co. is the 
jewel in the family crown. 
If the closely held compa- 
ny were sold today, the 
price tag would easily be 
$3 billion. Other family 
interests in retailing and 
real estate are worth at 
least $700 million. For 
years FORBES has estimat- 
ed the family wealth at 
about $1.4 billion; but 
still we find we were off 
by as much as 60%. Any 
way you count it, this is 
one of America's great 
family fortunes. 

Milliken & Co. is by far 
the textile industry's lead- 
er in research, technology, 
quality and services. 

If much of this has gone 
unnoticed, it is because 
Roger Milliken wants it 
that way. Roger Milliken 
is so passionately secre- 
tive that tew of the com- 

MIV'S  200 or  so  share-      
holders have ever seen the company's 
results. Even within the industry, few 

le know how big the company is, 
bur a rer months ol checking, FORBES 

s that the company's reve- 
roughly$2.5 billion, farhigh- 
nost outsiders had ever esti- 
rs unfinished fabrics, apparel 
ncals di i- estimated 

1    ii; automotive and 
>rics Jivision, perhaps $600 

million; industrial goods, some $550 
:on;    and    interior    furnishings, 

about $320 million. 
Interviews w ith more than 100 for- 

mer executives, competitors, suppli- 

ers, customers and others have 
brought to light a detailed picture of 
this intensely private company. 

Roger Milliken agreed to be inter- 
viewed by FORBES only on industry 
issues. Regarding most questions 
FORBES asked about his company, 
Milliken snapped, "You've crossed 
the line." 

Roger's grandfather, Seth Milliken, 
and William Deering started the com- 
pany in Portland, Me. in 1865 as an 
agent selling fabric. (Deering later left 
to start the firm that became Navi- 
star.) Soon Seth moved the business to 
New York City and began collecting 

Seth Milliken, the firm's cqfounder 
Building on a base of troubled mills. 

the accounts receivable for textile 
mills around New England and the 
South. This put Seth in an ideal posi- 
tion to spot mill owners who had fall- 
en on hard times. He built his compa- 
ny in large part by buying up such 
ailing mills. Gerrish Milliken, who 
was Seth's son and Roger's father, 
continued that tradition right through 
the Depression, keeping the company 
debt-free and liquid, ready with cash 
when others lacked it. 

The Millikens built their business 
on a simple piece of experience: Debt 
and leverage are wonderful when 
times are good, but when the crunch 

comes, cash is king. Most U.S. busi- 
ness people have forgotten this fact. It 
is engraved, as it were, on the Milli- 
ken family crest. 

Roger Milliken can be alternately 
gruff and charming, and that's how he 
runs his company. He refers to his 
style as "management by wandering 
around." Milliken has an office at the 
back of his home, a modest colonial 
not far off Pine Street in Spartanburg, 
S.C. But most of the time he is on the 
road, crawling under the latest textile 
machinery or exhorting one of his 
managers on how to maintain cus- 
tomer loyalty. He regularly visits his 

57 plants. Despite his age 
and his wealth, he still 
works 90 to 100 hours a 
week. 

Slow down? "The world 
makes it [hard work] nec- 
essary. Competition gets 
tougher and things move 
faster," he says in a rare 
interview aboard his pri- 
vate jet, bound for Boston 
where he will lecture to 
an executive training pro- 
gram at Harvard Business 
School. 

Milliken has become 
somewhat more public in 
recent years—but only to 
a degree. Friends say he 
changed markedly after 
surviving a helicopter 
crash in 1984. Before the 
accident, he stuck almost 
exclusively to his own 
business. When he ven- 
tured elsewhere, whether 
lobbying in Washington 
or working a textile trade 
show, he preferred to use 
his influence behind the 
scenes (see box, p. 60). But 
in the past five years he 
has opened up, even agree- 
ing to lead various nation- 
al business campaigns. It 
was just after the acci- 

     dent,   for   instance,   that 
Milliken reversed an earlier decision 
and took command of the textile in- 
dustry's national effort to get Ameri- 
cans to buy more U.S. products. Even 
here, he hasn't moved far from his 
own industry. 

Milliken is hardly a household 
name, but its products—usually unla- 
beled—are all around us. The compa- 
ny controls about 30% of the $1.2 
billion U.S. market for the stretch fab- 
rics that are used in swimsuits and 
sportswear. Another big Milliken 
business is selling cloth for uniforms 
worn by workers at Burger King, 
McDonald's, Hertz and Avis. Milli- 
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was hand sculpted with Georgia-Pacific paper. 
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©1989 Georgia-Pacific Corporation. 
All Rights Reserved. 

ia<-Parific, 
eringour nest with over $800 milKcxi in printing paper sales. 

Georgia-Pacific has now become one of the world's 
largest suppliers of uncoated printing and writing paper. 

Already we have one of the world s largest white 
paper machines, that produces over 650 tons per day. And with 
our new machine in Port Hudson, Louisiana, now on line, we are well 
positioned to become an even more influential competitor in a market 
that is expected to grow at a rate twice that of the GNP. 

Containerboard. Packaging. Tissue. Market pulp. Printing and 
writing papers. Combined, they generated nearly $3.5 billion in 
sales and upwards of $600 million in operating profits in 1988. 

And considering the way things are going, pulp and paper 
will continue to be a highly profitable feather in our cap for many 
years to come. Georgia-fecific 

Savvy From the ground up! 
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New. 
Ob\ iousry, the car eating up 

the road above is no ordinary 
ct, it s a car designed 

to be like no other car. 
Ir/5 tru new Subaru Legacy.1" 

i st most powerful Subaru 
ever bill 

And if you can look beyond 
its gracefully sculptured b H1\ 
design, you II find a wealth of 
GSubaru of America, Inc. 1989. *Suggesteu retail price. 

engineering marvels. Perhaps none 
more impressive dian its 16-valve 
horizontally opposed aluminum 
engine. An engine created for 
maximum acceleration and power. 
Widi minimum vibration and 
noise. An engine so rare its design 
can only be found on two other 
cars: Ferrari Testarossa and 
Porsche 911. 

Does not include dealer preparation, inland transportation, taxes, 

Of course, what good is tre- 
mendous power without the ability 
to properly control it. Accordingly, 
the Legacy boasts such strong 
suits as a maximum stability sus- 
pension system, electronic auto- 
matic transmission for maximum 
efficiency, and standard 4-wheel 
disc brakes. 

Furthermore, you can pur- 
license and state or title fees. Dealer's actual pnee may vary. 
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:hasc a Legacy with road 
lolding front wheel drive or 
he world's most advanced 
omputerized full time four wheel 
Irive system. For the ultimate in 
raction control. 

As exhilarating as the Legacy 
s on the road, it's equally impres- 
ive from within. Fact is, the 
xgacy takes all those cars that 

:laim to be "space vehicles" to 
^ask. It not only provides more 

interior and trunk room than ever, 
it provides it in a remarkably luxu- 
rious setting. 

And starting at about 
$12,500,* the Legacy proves there 
is also strength in numbers. Rather 
reasonable ones at that. 

Finally, the Legacy continues 

in the Subaru tradition of reliable, 
durable cars. Which means it's one 
new car that will help you avoid 
buying something else that comes in 
a new maximum strength: aspirins. 

Subaru Legacy 
Rom About $12£00 



A Milliken & Co. worker in Pendleton, S.C. checks for defects 
The fastest looms, the highest-quality knitting machines. 

Thoma> England 

ken has about 40% of the more than 
$300 million market for acetate and 
acetate blends used in coats, casket 
linings and women's outerwear. In 
the $900 million market for automo- 
tive fabrics, the company has a share 
of perhaps 25%. 

While  many a  textile  baron  has 
milked his mills dry, Milliken rein- 
vests as if he were running a startup 
software company. In an industry that 
has been around since the dawn of 
time, he still pours his money into 
technology—the  fastest  looms,  the 
highest-quality   knitting   machines, 
the most efficient yarn spinners. Even 
the company headquarters in Spartan- 
burg look more like a research msti- 

than a  textile outfit. As if to 
undo;-core   Milliken's   outlook,   the 

it the entrance reads "Milliken 
Research Corporation " Mere window 

,    No.  Milliken   &  Co.  has 
in   1,200 patents-   on every- 

thing    rom  color-enhancing  chemi- 
omputerized carpet dyers. 

lebrated inven- 
tion is Visa, an easy ibric finish 
used in products ranging :rom cloth- 
ing to tablecloth! i market 
in the late Sixties, Visa p it Milliken 

in the forefront of developing patent- 
ed finishes for fabric. Building Visa as 
a name brand helped Milliken reap fat 
margins, making the product well 
worth the $100 million he has spent 
to advertise it. 

The history of Visa says a lot about 
this man's commitment to change. 
Visa was first made with an irradia- 
tion process, which altered its mole- 
cules to resist stains. That technique 
has since been abandoned for a chemi- 
cal process. Today Milliken engineers 
are still tinkering in the labs, trying to 
improve on Visa. 

Milliken sometimes gets his hands 
on new products because of his com- 
pany's sheer size. He is such a large 
buyer of fibers from companies like 
Du Pont and Hoechst Celanese that 
he sometimes negotiates exclusive 
rights to buy certain types of new 
fibers. These rights, usually lasting 
six months or a year, allow Milliken 
to offer his own customers hot prod- 
ucts that competitors cannot. 

When new spinning or knitting ma- 
chines come out, he's been known to 
buy all the manufacturer can make, 
giving Milliken & Co. an edge. A few 
years back Milliken sent 235 manag- 

ers to Paris for a machinery show, 
filling an entire hotel for a week. 
Since 1985 he has bought 1,500 of the 
latest Japanese looms. Recently he 
bought 500 more Belgian looms, 
which will go in this year. While mak- 
ing cloth for products like nylon jack- 
et shells or coat linings, the looms can 
stop automatically to pick out defects 
and then restart themselves. 

Automation helps keep labor costs 
down. Milliken plants with as many 
as 400 high-speed looms can run with 
only three or four weavers per shift. 
On top of that, Milliken's factories 
run around the clock, seven days a 
week, because of a unique system of 
rotating shifts. Overall, Milliken em- 
ploys only about 14,000 people. Com- 
pare this with competitor Springs In- 
dustries, whose sales are 30% lower 
but employs 9,000 more people. 

Roger Milliken is not beloved of 
labor unions. He returns the compli- 
ment. His most famous stand against 
labor came in 1956. One day after 
workers in Darlington, S.C. voted to 
unionize, he announced the closing of 
their plant. The resulting legal tangle 
landed in the Supreme Court and took 
24 years to unravel. Milliken lost and 

58 FORBES, MAY 29, 1989 



40% LESS WEIGHT. 
50% MORE TALK. Even if you could make a cellular 

phone smaller than the DiamondTel* 
90X Portable, you probably wouldn't. 

If s a breakthrough- 34% smaller 
than any cellular phone ever made by 
Mitsubishi Electric. Over 20% smaller 
than most competitors. Just 18 ounces, 
with a pop-down antenna to fit easily 
in your pocket 

And what do you sacrifice for this 
small size? Nothing. 

You enjoy 50% more talk time 
than with any previous Mitsubishi 
portable, 116 talk hours or 15 hours of 
standby power You get a full array of 
advanced features, too. The 90X will 
scan 100 phone numbers from memory 
alphabetically. You can even be a 
subscriber on two separate cellular 
systems. 

OR CHOOSE OUR SMALLEST 
LIGHTEST TRANSPORTABLE EVER 

The DiamondTel* 95 Mobile/ 
Transportable phone, featured below, 
weighs a mere 4.3 lbs. Ifs the size of a 
tissue box Yet it gives you 100% more 
talk time, a full 2 talk hours or 28 hours 
of standby power 

The DiamondTel 95 is the world's 
most versatile cellular phone. Besides 
being transportable, it can be installed 
in your car as a permanent, full- 
powered mobile phone. And with 
available options, ifs both a mobile 
and a transportable, with leading-edge 
features. 

Look for the name DiamondTel* 
at your cellular dealer Youll be looking 
at the finest by Mitsubishi Electric. 

40% less weight. 35% less size. 100% more talk. 

A DiamondTel" Cellular Phones 
THE FINEST BY MITSUBISHI ELECTRIC 

Mitsubishi Electric Sales America. Mobile Electronics Division. 800 Biermann Court, Mount Prospect, IL 60056 (312) 298-9223 



eventually settled out of court, paying 
$5 million to the workers. But he won 
the war. Since Darlington, the unions 
have made token leafleting efforts at 
Milliken & Co. mills, but they know 
Roger Milliken is a tough—some say 
impossible—nut to crack. He pays 
wages that are competitive with those 
in unionized mills, but because he can 
set his own work rules, his plants are 
more efficient than unionized plants. 
This is the real gist of his dislike of 
unions: They help neither business 
nor the workers themselves. 

Milliken expects his managers to 
work every bit as hard as he does. He 
rarely hires them from other textile 
companies, preferring to cultivate his 
own army of graduates from colleges 
such as Georgia Tech, Clemson, Tu- 
lane and MIT. The recruits start on the 
factory floor, and if Milliken judges 
them good enough, they get a chance 
to move up. Milliken doesn't hold 
back on salary: His average plant 
manager can earn 30% more than oth- 
er firms pay. Apparently content, 
many executives have been at the 
company for 20 or 30 years. But work- 
weeks run 60 hours, and Milliken of- 

ten calls meetings on weekends. Says 
one departed Milliken executive, 
"He's very nice, but he's a tough task- 
master, not your pal." 

Milliken is a management pioneer. 
The recently popular management 
technique of looking at each aspect of 
a business as a profit center is old hat 
to him. Milliken & Co. has about 50 
strategic business units, which make 
everything from Lycra fabric for bath- 
ing suits to auto upholstery to indus- 
trial rags. Each separate unit reports 
profit and loss results—and not by 
quarter but by four-week "periods," 
13 per year. 

Milliken hates to take back goods 
once he has sold them. One way he 
avoids returns is by having such high 
quality that customers can't find any 
defects. In fact, a "zero defects" pro- 
gram has cut flaws so sharply that 
many customers no longer inspect 
Milliken & Co. shipments. Company 
insiders say that by cutting waste the 
quality program has sharply increased 
Milliken's already fat profits. Quality 
control has helped the company get 
jobs, too. Its industrial division, for 
example, is the only U.S. firm ap- 

proved to supply braided polyester 
tire cord to Michelin. 

In these days of international com- 
petition, no business can ignore costs, 
and Milliken knows how to play into 
this cost awareness. Years ago Milli- 
ken set up his own truck delivery 
system, for instance, and began mail- 
ing customers fake monthly "freight 
save" checks to remind them of how 
much cheaper his transport service 
was than commercial truckers. Milli- 
ken also sends cost reduction teams 
to customers' plants to give advice on 
process engineering. Napery custom- 
ers who make a business of renting 
tablecloths and linens to restaurants 
are schooled by Milliken specialists 
in the most efficient washing tech- 
niques. Milliken's current penny- 
pinching crusade is for Quick Re- 
sponse, a computerized just-in-time 
ordering service to which Milliken & 
Co. has wired all its major customers, 
who together account for more than 
50% of sales. 

While this native New Yorker 
knows how to play to the hilt the 
southern courtesy and hospitality 
role, he is, when it comes to the bot- 

The conservative's conservative 

Tlhe 1988 Republican Convention was in many 
ways the crowning achievement of Roger Milli- 

ken's three-decade campaign to build the GOP in the 
South. In 1964 Milliken influenced South Carolina's 
Strom Thurmond in his decision to abandon the Dem- 
ocrats for the Republicans. Thanks partly to Milliken, 
the GOP has swept the South in the past three presi- 
dential elections. 

But Milliken was not rejoicing last August. He felt 
betrayed. The party he worked so hard to build had 
refused for more than a year to back legislation that 
would have insulated his industry and his own textile 
empire from foreign imports. Though Milliken had 
been to every Republican convention since 1956, last 
summer he sat at home and watched on TV. 

Milliken has always had a personal interest in poli- 
tics. "Richard Nixon would not have been President 
and Ronald Reagan would not have been President 
were it not for Roger Milliken," says former South 
Carolina Governor Jim Edwards, himself a beneficiary 
of Millik n's political support. Milliken stumped for 

try Goldwater in the early Sixties and then helped 
trchestrate Nixon's 1968 presidential fund-raising 
ts in the South from Milliken is Co. headquarters 
>ai  inburg S.C. 
<on still counts himself among Milliken's great- 

admire- R< ■ n should, too: In 1976 Milliken 
one oft] ind die scenes who convinced the 
ublic ins thr, would have a better shot at 

it the party kept him off 
■ 

I in 1972 when Nixon named 

Milliken's longtime friend Frederick Dent as Secre- 
tary of Commerce. During Dent's tenure, the U.S. 
adopted one of the most protectionist measures in 
modern U.S. history—the 1974 Multifiber Agree- 
ment, under which the U.S. established quotas limit- 
ing imports of synthetic and woolen apparel from 
nations such as Korea, Hong Kong and Taiwan. 

Milliken's critics see this as naked self-interest. 
"He's a protectionist hog, H-O-G," says Representative 
Sam Gibbons (D-Fla.), whose House trade subcom- 
mittee has often battled Milliken's textile lobby over 
proposals to further limit textile imports. Says Gib- 
bons, "The textile industry is doing real well. They 
don't need our help." 

Milliken, despite his dismay over the Republican 
Party's free-trade stance, remains a conservative's 
conservative. The family's private foundations donate 
funds to groups like the Heritage Foundation and the 
Free Congress Research and Education Foundation. 
Milliken himself "invested" $5,000 in a limited part- 
nership formed to market Representative Newt Gin- 
grich's Window of Opportunity, a book that advances 
the views of America's conservative movement. 

But for what Milliken gives he would like some- 
thing back. And he is not shy about asking. Ques- 
tioned about textile imports, he quickly whips a set of 
statistics from his jacket pocket to illustrate his rapid- 
fire narrative: "The textile industry believes legisla- 
tion is absolutely essential to see that our 46% share 
of the domestic outerwear apparel market continues 
to be made in the U.S." Free trade? Fine in theory, but 
Roger Milliken is, after all, a businessman.—A.A.L. 
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Service In Air 
Now Achieved A 

Now there's a new service leader in air freight. 
In s     -arkably swift and smooth merger, two 
leading air carriers, Emery Air Freight Corporation 

\- AirFreight are now one global service 
• uion: Emery Worldwide, A CF Company. 
..enever you ship via air, Emery Worldwide 

. a unique combination of advantages. 
\\ e'^ d the strengths of two worldwide 
carriers to set a whole new standard of quality and 

dependability in air freight service. 
Emery Worldwide, your global air power, now 

offers the largest international ground and air freigh 
fleets, a network of terminals spanning the globe, 
and the most reliable worldwide computer tracking 
system in the air freight business. For you, this adds 
up to new heights in coverage, flexibility, and 
on-time delivery. 

Emery Worldwide's renewed emphasis on 



Freight Has 
Higher Elevation. 
>rvice will put you Miles Ahead. We offer a wide 
pectrum of pickup and delivery times to meet your 
beds for any size or weight, anywhere in the world. 
;t Emery Worldwide, we think that's the kind 

complete service your business demands and 
i)u deserve. 

The company behind Emery Worldwide is 
pnsolidated Freightways, Inc.-a strong, financially 
able transportation leader with a reputation 

for excellence in customer service earned over 
60 years. 

Now there's a new leader to call for all your 
air freight needs-a leader who delivers quality, 
dependability and consis- 
tent on-time service. Emery 
Worldwide, A CF Company. 
We're taking air freight 
service to new heights. 

COnSOLIDPTED 
FREIGHTWAYS, IflC. 

The 

Company 

MILES AHEAD 



Beneath the veil 
Milliken & Co. is far bigger than most outsiders had ever realized. Its 
sales total roughly $2.5 billion. Profits, at about $200 million, outstrip 
those of its four largest rivals combined. Also, Milliken carries no debt. 

-1988- 

Sales 
Company 

Net 
earnings 

■ (Smillions) • 
Depreciation 

Debt 
as% 

of equity 

Milliken1 $2,500 $200 $200 0% 

Burlington Industries 2.1472 (24) 94 197' 

Springs Industries 1,825 644 63 44 

West Point-Pepperell 2,150' 72" 76 126 

Fieldcrest Cannon 1,340 11 31 128 

'FORBES estimates JExcludes divisions since sold 3As a result of an LBO by Morgan Stanley ^Before 
nonrecurring expenses or gains. 'Includes S"^"7 million in apparel business and five months' ownership 
of J.P Stevens. 

torn line, all business. Says Joseph 
Haggar, president of Haggar Apparel 
Co. in Dallas, "There's never a visit 
with Roger when he doesn't talk 
about money and orders." 

And don't be late in paying your 
bills to Roger Milliken. In the unfin- 
ished gray-goods division, for exam- 
ple, Milliken insists that customers 
pay their bills in 30 days, as against 
the 60-day payment period that is 
standard in this part of the textile 
trade. If customers don't pay on time, 
Milliken has been known to hold up 
further shipments—and bill the 
"deadbeats" for storage. Milliken has 
lost some customers because of his 
strict payment policy, but he knows 
all too well what happens to mills 
that are too lenient with customers; 
his family company was built on the 
remains of some of them. 

He can be stubborn, too. He 
shunned cotton in the early 1980s be- 
cause synthetics require less labor 
and he didn't want to meet govern- 
ment cotton dust rules—which he 
fought for years in another long legal 
battle. He ignored the American trend 
*oward wearing all natural fibers, and 
now he's scrambling to catch up. 

Acquisitions? Milliken considered 
buying West Point-Pepperell's Ala- 
: knitting division last year, but 
backed out probably because the price 
was too rich. Instead he may be mov- 

rd diversification. In 1988 the 
'•my opened a new chemical 

i Blacksburg, S.C. to make Mil- 
larifying agent tor polypropyl- 
tles 1 ousewares and medical 

The market is still small— 
D million—but it is grow- 

ing last Wit) at $10 to $20 per 
pound, the Blacksburg plant is tri- 
pling capacity. 

Milliken has spent most of his life 
fighting imports and, in fact, gets 
overseas sales where he can. He has 
eight plants abroad, in places like Brit- 
ain, France and Belgium. Right now 
he is in a joint venture making non- 
woven fabrics with a French partner. 
Milliken also is selling to Japanese 
automakers from a new Tokyo office. 

And Roger Milliken's reach extends 
well beyond textiles. His family owns 
a 41% stake in Mercantile Stores 
(1988 sales, $2.3 billion). Today that 
stake is worth some $700 million. As 
a director of Mercantile, Milliken has 
again shown his golden touch: The 
chain's aftertax margin, at 6%, is dou- 
ble the industry average. Besides Mer- 
cantile, the Milliken clan also holds 
some 100,000 acres of timberland in 
Maine worth some $20 million. 

But this driven, brilliant man may 
be the last in the family dynasty, and 
his empire may not last as long as he 
hopes. He decided long ago to keep 
the heirs out of the company. In 1955 
he fired his brother-in-law, W.B. Dix- 
on Stroud. In 1984 Milliken officially 
broke the chain of family command 
by naming Thomas Malone, age 49, 
president and heir apparent. His 
brother, Gerrish, and cousin Minot 
Milliken, both board members, evi- 
dently went along. He also revised the 
company charter to expand the board 
to include as many as 13 directors, 
with only a few of those seats avail- 
able to shareholders, who are almost 
all family. 

Milliken has never explained why 
he excluded his family from manage- 
ment. He has five children, Roger Mil- 
liken Jr., Justine, Nancy, David and 
Weston, but he has also left out 16 
nieces and nephews, none of whom 
has ever worked for the company. 

Roger Milliken's chosen successor, 
Tom Malone, is credited with insti- 
tuting Milliken & Co.'s successful 
quality program. But Malone will 
have problems filling Milliken's 
shoes. For one thing, Malone's subor- 
dinates seem to almost universally 
dislike him. What's more, even 
among those who fear him, Malone 
doesn't automatically elicit the re- 
spect that Milliken does. 

What has Milliken got in mind for 
the empire he created? Perhaps he 
hopes to rule from beyond the grave. 
Through individual holdings and 
more than 50 family trusts, Milliken, 
his brother, Gerrish, and his cousin 
Minot control more than 50% of the 
company's common stock and 30% of 
its preferred. The recently amended 
certificate of incorporation extends 
that control by creating a self-perpet- 
uating board dominated by outside di- 
rectors and managers handpicked by 
Roger Milliken. The new rules also 
dictate that Milliken & Co. cannot be 
sold unless 75% of the voting power 
approves. In this, Milliken may be 
copying the example of William Ran- 
dolph Hearst, who bypassed his heirs 
and ceded control of Hearst Corp. to a 
handpicked, self-perpetuating board 
(FORBES, Dec. 14, 1987). For Hearst it 
worked; the board has run the compa- 
ny with great success, so much so that 
it remains private and growing 38 
years after the founder's death. 

But this plan for preserving the em- 
pire may founder on legal rocks. In a 
family as old as this one, there are 
inevitably heirs who, while frozen out 
of management, own substantial 
blocks of stock. Four of the seven chil- 
dren of Milliken's late sister, Joan 
Milliken Stroud, whose family owns a 
stake of about 15% are disgruntled 
with a situation that prevents them 
from having any control over how the 
company is run. They have sued Mil- 
liken and his board at least three 
times to get information and to pre- 
vent what they consider an illegal 
trampling of their rights. From all in- 
dications, this family argument could 
soon break into open corporate war- 
fare, an embarrassment for a family 
that for generations has closely guard- 
ed its privacy. 

It's a poignant dilemma for Roger 
Milliken: He wants his creation to 
live beyond his own life span, and 
well into the next century. 

But the legal fact is that the compa- 
ny does not entirely belong to him. He 
wants a monument; many of his heirs 
want more control. 

But whatever happens, Roger Milli- 
ken's reputation as one of the era's 
greatest businessmen is secure. ■ 
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As long as GE Capital has been 
in the business of financing other 
businesses,we've been in the idea 
business. Over the years, our 
capital ideas have helped many 
seagoing companies keep their 
heads above water. 

Equipment leasing, for example, 
is a capital idea that's right at 
home at sea: Containership 

operators keep their working 
capital high and dry by leasing 
ships by the dozen and containers 
by the thousand from GE Capital. 

Circle Line brought us aboard 
when they wanted to expand their 
business in New York harbor. 
Thanks to GE Capital, custom fi- 
nancing surfaced and World Yacht, 
New York's most elegant floating 

restaurants, became part of the 
Circle Line fleet. 

And an Ontario-based houseboat 
and yacht rental organization with 
a fleet of 130 boats on four con- 
tinents floated a line of credit from 
GE Capital to keep its inventory 
financing shipshape. 

Whether or not your company's 
business happens on the water, 

we'd like the chance to help im- 
prove your financial picture. Just 
call us at our toll-free number: 
1800243-2222. 

To keep things on course, we've 
got capital ideas by the boatload. 

Not Just Coital 
Capital Ideas. 

Capital Ideas 
are launched at 

GE Capital 

GE Capita/ 



uthern California has declared war on 
gasoline. Too bad it's the only economical- 
ly feasible fuel for automobiles. 

Fuel fantasies 

By Jerry Flint 

SOUTHERN CALIFORNIA'S antipol- 
lution plan, released amid 
much fanfare in March, will re- 

quire the use of alternative fuels start- 
ing in the next few years—first in 
buses, trucks and company-owned car 
fleets. 

The U.S. Environmental Protection 
Agency, meanwhile, is quietly tight- 
ening federal regulations limiting 
emissions from new city transit bus- 

es. The rules are pushing busmakers 
to switch to methanol engines. By 
1994 the federal rules could, force 
truckmakers to follow suit. 

Remember the excitement during 
the energy crisis a decade ago, all the 
tales and tests of cars powered by 
steam and electricity? Federal grant 
money poured from Washington by 
the millions. Even FORBES got carried 
away in a cover story (Oct. 15, 1976) 
predicting the widespread use of elec- 
tric cars. Nothing ever came of it. 

But the latest push for alternative 
fuels is more realistic in one impor- 
tant way. The alternative fuels under 
consideration today work fairly well. 
Indeed, technicians have been refin- 
ing methanol engines for decades. 
Race cars at the Indianapolis 500, for 
instance, have run on methanol since 
1965. "We hope to have a methanol 
bus engine by 1991," says Nancy Mar- 
tin, spokeswoman of Detroit Diesel 
Corp., which makes most of the na- 
tion's transit bus engines. 

But gasoline, fumes and all, will 
still be around for the foreseeable fu- 
ture. Even alternative fuel supporters 
doubt the government deadlines will 
be met. For one thing, the consumers 
have yet to be heard from. This is 
because they don't yet understand 
what the alternative fuel regulations 
will do to their cost of living. 

Imagine the reaction of thousands 
of rig owners in a couple years when 
they are told that they can't buy big 
new diesels anymore, that the substi- 
tute engines will cost thousands of 
dollars more and their fuel costs will 
rise sharply. Or straphangers' reac- 
tions to higher bus fares because of 
alternative fuels? 

That's just the politics; the practi- 
calities are even tougher: 

Engines fired by alternative fuels 
may run as well as gasoline engines, 
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but there are major problems: Gas sta- 
tions across the country would re- 
quire new storage tanks, and engines 
would have to be made of special cor- 
rosion-resistant materials. Gasoline 
engines run so well and cost so little 
because billions have been built. The 
cost and production problems have 
been worked out for 80 years in Gaso- 

costs 45 to 50 cents a gallon whole- 
sale, less than gasoline today, at about 
75 cents. But it takes two gallons of 
methanol to push a car as far as one 
gallon of gasoline can. That works out 
to about a one-third increase in cost 
per mile, not to mention the need for 
larger gas tanks. Moreover, a new 
source   of  methanol   would   be   re- 

Gem M'» >ru-\ 

line Alley. Right now, carmakers like 
General Motors Corp. are running 
test fleets of methanol-powered cars. 
These cars run, but as GM Chairman 
Roger Smith said, "What you put 
down on paper is a little different 
from what works out." 

Second, the alternative fuels them- 
selves cost more, lots more, and they 
could cause almost as many environ- 
mental problems as they solve. 

The best hope appears to be metha- 
nol—wood  alcohol.   Methanol  now 

quired. Though methanol is usually 
made from natural gas, to get the mas- 
sive quantities needed to get America 
off its gasoline habit, methanol mak- 
ers would likely be forced to resort to 
gasifying coal. 

How much coal? Figure almost a 
billion tons a year if all cars nation- 
wide burned coal-derived methanol. 
That's about as much coal as is being 
dug in the U.S. right now. Care to 
imagine the environmental and safety 
problems  associated  with  doubling 

coal production? 
Pure methanol also won't start cars 

in cold weather and gives off aldehyde 
as an emission. That's aldehyde as in 
formaldehyde, and it is a noxious, pos- 
sibly carcinogenic, gas. "We'll even- 
tually solve the aldehyde problem," 
says Joe Colucci of General Motors' 
research laboratories. "But I can't say 

when. If we started making 
them right now, we may not be 
doing the atmosphere much 
good." 

On top of that, making meth- 
anol from coal could produce a 
lot of carbon dioxide, one of the 
villains behind the "greenhouse 
effect" theory, which holds 
that pollutants are causing a 
general warming trend across 
the planet. 

Natural gas is a long-shot al- 
ternative fuel. About 300,000 vehicles 
run on natural gas in Italy and 110,000 
in New Zealand. But it takes almost 
as much natural gas to run a car for a 
year as it does to heat a house; and 
there are lots more cars in the U.S. 
than houses. Clearly, natural gas in 
cars would push up winter fuel bills. 

King Canute discovered that mak- 
ing a pronouncement is lots easier 
than making it work. The alternative 
fuel bureaucrats are going to have a 
similar experience. ■ 
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r decades, the Swiss have played promt- ,£&£*££#£££ 
nentlv in world financial markets but kept 40%,But the beM« shM« sw 25%, 

■J 1.1 7 r       i-» -'as clever investors switched out of 
their own relatively closed.  Bowing to 
change, they're opening the door a bit. 

The three-percent 
solution 

By John Marcom Jr. 

T|HE RECENT MOVE by F. Hoff- 
mann-La Roche &. Co., Switzer- 

land's giant (market value, over 
$8 billion) pharmaceutical company, 
to split its highly priced shares into 
more marketable units marks the lat- 
est step by Swiss companies into the 
20th century of corporate finance. It's 
a tiny step. The move makes 
it easier for Roche to raise cap- 
ital for acquisitions. But it 
still leaves the company itself 
virtually impregnable to a 
takeover. 

The Swiss like takeovers as 
long as they involve a Swiss 
company taking over a foreign 
one, but not the other way 
around. Swiss law allows 
managements to refuse to reg- 
ister stock belonging to peo- 
ple it doesn't like. 

This cozy, clublike ap- 
proach allows Swiss manage- 
ments to fob off foreign m\ ea 
tors with nonregistered 
shares—bearer shares, so 
called because they are held 
anonymously. (Roche is even 
cozier: The billionaire Sacher 

nuly controls the compa- 
ny's voting bearer shares; 

I other investors are left 
nonvoting   certificates   called 

heme.]   Unfair,   maybe,   but 
tfective at blocking unwanted 
rs from outside. 

h 1l>92 in the European air, this 
protectionism must change. 

itioi     iwiss have no intention 
Lg their historic neu- 
; the European Com- 

thev do worry how much 
profitably be part of 

Europ ing by Brussels' 
rules     spec ipital  market 

rules. Markus Lusser, chairman of 
Swiss National Bank, the central 
bank, warned recently: "This kind of 
protection is becoming more and 
more difficult to defend." 

Nestle S.A. started the ball rolling 
one fateful day last November. Con- 
cerned about the limited size of the 
Swiss capital market, Nestle allowed 
foreigners to own its registered shares 

for the first time since 1959. 
The decision seemed sensible. 

Nestlc's Swiss-only registered shares 
wen. selling at half the level of the 
foreign investors' unregistered bearer 
shares. Why? The bearer shares ap- 
pealed to a far wider, international 
market, and were convenient for even 
some Swiss investors. Nestlc's finan- 
cial people figured that the registered 
shares, freed of restrictions, would 
climb in value to meet the value of 
the bearer shares. 

bearers and into registered shares. 
Most other Swiss bearer shares fell 

in sympathy on the supposition that 
other firms would follow Nestle's 
lead. For instance, Ciba-Geigy's bear- 
er shares immediately fell 13%, and 
Zurich Insurance fell 15%. But for- 
eigners holding these shares couldn't 
offset the losses by buying the corre- 
sponding registered shares, as with 
Nestle. Thus for many investors in 
Swiss stocks, November 1988 became 
the most painful month since Octo- 
ber 1987. In effect, a chunk of their 
wealth was transferred to Swiss hold- 
ers of registered shares. 

By now, the smoke from what be- 
came known as the Nestle bomb has 
cleared. Other Swiss companies won't 
follow Nestle's lead right away. But at 
least one firm, engineering concern 
Rieter Holding Ltd., opened its regis- 
tered shares to foreigners last month. 

The difference in market value be- 
tween registered and bearer shares has 
narrowed significantly, and most 
bearer shares have recovered a bit. 

Nestle's overall market value 
is up 20%, and "it's got to go 
higher," says Nestle Finance 
Director Reto Domeniconi. 

Old habits die hard, howev- 
er. Even in their new mood of 
openness, it isn't easy for the 
cautious Swiss to expose 
themselves too much. At its 
annual meeting in late May in 
Lausanne, Nestle will ask 
shareholders to approve a new 
restriction: an absolute ceil- 
ing on any shareholder's vot- 
ing power of 3%. "This is fair, 
clear and simple to under- 
stand," insists Domeniconi. 
"We do not wish to render a 
takeover impossible, but we 
want to raise the hurdles—es- 
pecially against purely finan- 
cial raiders." 

In short, yes, we Swiss are 
opening our markets but not 
too much; we don't want to 

make them a playground for the raid- 
ers of the world. To discourage a 
short-term orientation, Nestle still 
staunchly resists providing quarterly 
earnings reports, but it will this year, 
for the first time, publish half-year 
results. 

Says George Hutchinson, manager 
of Salomon Brothers' Zurich office: "I 
still think that it would be fairly 
tough to take over a Swiss company, 
but it could happen." Not frequently, 
however. ■ 
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'Live all you can; it's a mistake not to. 
—Henry James 
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The Up & Comers 

Fumbles 

Every entrepreneur who thinks it's easy to 
buy a little company and leverage it up 
into a conglomerate should read the sor- 
rowful tale of Donald Beldock. 

"If something 
could go wrong, 

it did" 
By Edward Giltenan 

DEBT, WRITES credit market ana- 
lyst James Grant,   "is dyna- 
mite, cocaine and Chanel No. 

5 all rolled into one." 
If you don't believe Grant, ask Don- 

ald Beldock. Over a period of 20 years, 
Beldock leveraged the company he 
started, New York's Basix Corp., 
into a New York Stock Exchange- 
listed company that in 1986 was 
valued at more than $118 million; 
Beldock owned 5%. Today Basix is 
in Chapter 11, its stock worth less 
than $3.5 million. Forced out of the 
company last August, Beldock is 
trying to raise money for a new line 
of skin care products and other 
ventures. 

Beldock, now 55, was a leveraged 
buyout pioneer. A 1955 Yale gradu- 
ate with a B.A. in English, Beldock 
began  his  business  career  as  a 
home furnishings buyer at Macy's. 
In 1965, age 31, he founded Basix as 
a syndicator of oil drilling partner- 
ships. While the syndications were 
growing, Beldock began buying— 
slowly at first—diverse little oper- 
ating companies whose only com- 
m      1 nominator was Donald Bel- 
dock.  Beldock typically bought the 

names    from     their    founders, 
n he'd leave in place to run the 

ises. 1 hat hands-off approach 
eturn to haunt him. 
ck acquired Bron.:, N.Y.-based 

Systems in 1969. It 
kets and automatic 

systems at toll plazas, 
leasing the e u to toll-collect- 
ing authorities lor five to seven years 
and retaining exclusive maintenance 

contracts. Beldock knew little about 
making toll machines, but no prob- 
lem: He retained ATS' management to 
operate the firm. By the early Eighties, 
ATS' systems were operating in 28 
states, generating lots of cash. 

In   1977 Beldock bought Packard 
Press, a Philadelphia-based commer- 

Ex-Basix Corp Chairman Donald Beldock 
The trouble began with fast growth. 

cial printer. 
In 1981 Basix netted $3.8 million on 

sales of $38 million. Long-term debt 
reached $26 million, nearly triple the 
level in 1978—but manageable. 

But then Beldock quickened the 
tempo of his buying and borrowing. In 
1982 he bought Computer Resale As- 
sociates (CRA), a computer leasing 
firm. In 1983 he bought the R.J. Brown 
companies, builder of oil pipelines, 
and Winko-Matic Signal Co., a Cleve- 

land manufacturer of traffic lights. 
In 1984 Basix acquired Multisonics 

Corp., a Dublin, Calif .-based maker of 
computerized traffic control systems; 
it was supposed to complement 
Winko-Matic Signal. Several months 
later he bought Wico, Inc. and Job 
Line Construction, builders of elec- 
tric power lines. By this time the com- 
pany was also drilling for oil in 
Greece, Arizona and Australia, devel- 
oping projects to generate electricity 
from the ocean, and making access 
control and security systems. 

Basix' books showed the wonders of 
leverage. By the end of 1985, sales and 
earnings were up to $138 million and 
$9.3 million, respectively. Even mon- 
ey manager John Templeton was 
hooked; for his funds, he eventually 
bought over 9% of Basix. 

Debt? Well, yes. By 1986 Basix' 
long-term debt had swelled to $120 
million, almost four times equity. 
That was up from only $33 million in 
1982. Basix' ratio of current assets to 
current liabilities, meanwhile, was 
deteriorating badly. 

But Beldock still thought he was in 
control: "By 1985 I was convinced, 
since we were in so many markets, 
that barring a cataclysm on the order 
of the Great Depression, we would 

weather whatever came up." 
The reality was different. "Don 

got to the point where he couldn't 
manage the growth," says Nathan 
Norris, chairman of CRA. "Don got 
in over his head." 

The first big blow fell in 1985. 
Plunging oil prices and a virtual 
halt in drilling activity forced Bel- 
dock to sell the R.J. Brown compa- 
nies, just two years after buying 
them. Basix took a $2.2 million 
writedown on Brown. Then, in 
1986, Basix had to take a $21 mil- 
lion writedown on its offshore oil 
reserves in Greece. 

But Basix' problems transcended 
oil. One of Beldock's original jew- 
els, Packard Press, had grown into 
a full-service financial printer un- 
der the man Beldock bought it 
from—Philip Kendall. Packard was 
consistently profitable, accounting 
for 37% of Basix' revenues and a 

quarter of its operating earnings in 
1985. Beldock left Kendall in charge of 
Packard and paid him well: In 1984 
Kendall made at least $840,000, more 
than twice Beldock's 1984 compensa- 
tion of $325,000 and almost 9% of 
Basix' entire net income that year. 

Kendall, too, grew cocky. Beginning 
in 1985 he wildly exceeded the bud- 
gets he and Beldock had set for Pack- 
ard's expansion. In Boston and San 
Francisco Kendall spent tens of thou- 
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sands of dollars to open lavish offices 
before Packard had even established a 
list of clients in those cities. 

But then tax reform dealt a severe 
blow to the municipal bond business, 
which then accounted for half of 
Packard's business. Packard's operat- 
ing earnings dropped 52% in 1986. 

Why hadn't Beldock reined in Ken- 
dall? Because, faithful to his hands-off 
philosophy, Beldock refused to put an 
administrative overseer from Basix at 
Packard (or most of the operating divi- 
sions). He was, he says, unable to do 
anything about Kendall's excesses un- 
til it was too late. 

"By the time the bills were paid, we 
knew," says Beldock, ruefully. "You 
have a measure of confidence that the 
people you've been associated with 
for years will not do this." Beldock 
had hoped to sell Packard, but the 
plunging earnings and a nasty fight 
with Kendall—he was finally sacked 
by Beldock in June 1987—put an end 

Says a former Basix 
director: "Everybody was an 
entrepreneur and there 
weren't the proper controls 
from Beldock." 

to that hope. 
A former Basix director, who asks 

to go unnamed, describes the scene at 
Basix after 1985 this way: "It was like 
Murphy's Law. If something could go 
wrong, it did." 

In 1986, the year after Beldock 
bought Job Line and Wico, the surety 
bonding industry instituted rules 
making it more difficult for the divi- 
sion to qualify for the bonds it needed 
to bid for jobs. With Basix in trouble, 
Job Line and Wico couldn't meet the 
new requirements. Beldock was 
forced to sell the division in 1988, 
taking a writedown of S3.3 million. 

Even on the few occasions when 
Beldock did exert control over man- 
agement, Murphy's Law was in force. 

Take what happened at ATS. In the 
early Eighties, Beldock thought he 
spotted a magnificent opportunity. 
Congress was talking about spending 
billions to rebuild the nation's crum- 
bling roads, and states were beginning 
to renovate their toll plazas. Ignoring 
warnings from ATS executives that de- 
mand for the new systems was not 
that strong, Beldock urged ATS Presi- 
dent Herman Lopata to submit bids 
on the jobs there were, even though 
Lopata knew little about the new 
equipment that states were demand- 
ing. Lopata obeyed, but grossly under- 
estimated the cost of several jobs. On 
one job Basix wound up eating $2.5 

million in cost overruns. To date, 
Congress' plans to rebuild the high- 
ways have yielded few contracts. 

By 1987 Basix' interest expenses 
were running close to $ 15 million, far 
in excess of its cash flow. Strapped for 
cash, Beldock was forced to sell ATS, 
taking a $5 million writedown. 

On still another front, a succession 
of problems at Winko-Matic and 
Multisonics caused the traffic light 
divisions to lose $6 million in three 
years. Beldock put Winko-Matic/ 
Multisonics up for sale in 1987. The 
division still hasn't been sold. 

Eventually, the company sank un- 
der the weight of its unserviceable 
debt. Basix lost $14 million in 1986, 
$43 million in 1987 and $18 million 
last year. The stock, which had traded 
as high as $10 in 1987, collapsed to 
less than $2 that same year. Recent 
price: 34 cents a share. 

With all the problems, it wasn't 
long before the vultures came hunt- 
ing. In late 1986 Dallas real estate 
syndicator Craig Hall thought he 
could make a quick buck by getting 
Beldock to restructure. Hall's finan- 
cial group accumulated over 9% of 
the company at a cost of around $5.5 
million. His Basix stake is now worth 
around $320,000. John Templeton's 
funds, meanwhile, lost at least as 
much as Hall on Basix. 

Basix went into Chapter 11 in Feb- 
ruary 1988. Beldock was forced to re- 
sign in August. The company is cur- 
rently being run by interim president 
Jeanie Baggett, a former executive at 
Craig Hall's financial group. She 
doesn't have much to work with. Ba- 
six still owns Packard Press, which 
faces stiff competition and falling de- 
mand in most of its markets. Most of 
the cash from Basix' White Shield 
Greece Oil Corp. is committed to pay- 
ing off a bank loan, CRA will probably 
be sold or liquidated. 

What lesson in this sad story? Bel- 
dock likes to think Basix was a victim 
of circumstance—falling oil prices, an 
untrustworthy manager or two, con- 
gressional inability to follow through 
on road rebuilding, and so on. There is 
some truth in that, but it's not partic- 
ularly relevant. More acute is a former 
Basix director who says: "There 
wasn't any synergy in the various 
companies. Everybody was an entre- 
preneur, and there weren't the proper 
controls from Beldock. Eventually, 
things broke all the wrong way, and 
we were totally unprepared." 

Therein lies a warning to all young, 
and not-so-young, entrepreneurs (and 
their backers) who think they can rub 
some assets and debt together and 
produce commercial magic. ■ 
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Regions/Long Beach 

The Japanese have been free spenders on 
U.S. real estate. But now they seem to have 
spotted a bargain-. Long Beach, Calif. 

"Long Beach 
is different" 

By Ellen Paris 

NOTED UNTIL NOW for seeking 
out high-priced, prestigious 
U.S. real estate, Japanese inves- 

tors seem to have sniffed out a rela- 
tive bargain, right in the shadow of 
the country's hottest real estate mar- 
kets, Los Angeles and Orange County. 

In the past two years alone Japanese 
investors have poured more than $700 
million into projects in Long Beach 
(pop. 406,000), despite downtown of- 
fice vacancy rates there of 30%. 

Walk down Ocean Boulevard, the 
wide palm-lined drive overlooking 
San Pedro Bay. Kajima International 
is a partner with real estate developer 

IDM Corp. in the Greater Los Angeles 
World Trade Center, a $550 million 
office/hotel/retail project. Tokyo- 
based Tobishima, a construction 
company, and Roy Disney's Sham- 
rock Holdings are renovating the his- 
toric Breakers Hotel into senior resi- 
dential housing. Landmark Square, a 
435,000-square-foot office project, is 
a joint venture between Cushman 
Investment & Development and an 
unnamed Japanese partner. North 
America Taisei and Marubeni 
teamed up with Newport Beach de- 
veloper Stan Cohen on Shoreline 
Square, a $130 million project that 
includes a Sheraton Hotel and a 21- 
story office building. 

Long Beach? The sleazy Navy town, 
overrun with low-rent bars and tattoo 
parlors? "Iowa by the Sea," for all the 
Midwesterners who have wintered 
there over the years? The same. When 
Long Beach makes news, it is often for 
the racial tensions and gang violence 
on the city's north side. A junior high 
school in the area is erecting a 10- 
foot-high wall to deflect stray bullets 
from a nearby housing project. 

"It's a sleeper; we see it as a fast- 
rising city between Newport Beach 
and Santa Monica," says Osamu Kan- 
eko, chairman of Koar Inc., codevel- 

■ /> 
"It's a sleeper," says one Japanese developer. 
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Here's something that will help everyone 
sleep better. Except our competition. 

At UPS, we have something that will help 
assure you a restful night's sleep when it comes to 
overnight delivery. 

It's guaranteed UPS Next Day Air* 
For some time UPS has been the only company 

fast and reliable enough to deliver overnight to 
every single address coast to coast. And we guaran- 
tee it, or you don't pay for it. 

What's more, we'll even guarantee delivery in 
'See our cuneni Next Dfy Air Service Explanation and Air Service Guide for complete guarantee details 

the morning to the vast majority of people across 
the country. 

And because of our efficiency, we're still able to 
do all of this for up to half what other companies 
charge. 

All of which is guaranteed to give our 
competition a restless night's sleep. 

And you a comfortable one. 

W 
lups 

We run the tightest ship in the shipping business 
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"We're all going to be glad we got here when we did 

oper of a $35 million, 225-unit luxury 
high-rise condominium on Ocean 
Boulevard about to begin construc- 
tion. The site overlooks the Queen 
Man1, now one of the city's main tour- 
ist attractions, and the Pacific be- 
yond. "We feel there are strong bar- 
gains here. We recognize Long Beach's 
value more than people from Los An- 
geles because we have no past preju- 
dice. Every Japanese investor I've 
brought to the site immediately loved 
it. It has what they dream of, the 
ocean location and high rises." 

And not exclusively for the Japa- 
nese. The Walt Disney Co. last year 
purchased Wrather Corp., which 
owned the 57-year lease on the Queen 
Man and the Spruce Goose (Howard 
Hughes' giant, all-wood flying boat); 
it's considering a major attraction on 
150 acres of adjacent landfill. 

cation, as usual, is much of the 
Barring   traffic   snarls,   Long 

Beaci. :s 30 minutes by freeway from 
is Angeles, downtown and Or- 

C ounty. It's even closer to Tor- 
and Gardens   where Japanese 

s  like  N and Toyota 
their   U.S.   headquarters.   Just 

d Long Beach is Palos Vcrdes, 
oi  apanese executives live. 

se   know   Long  Beach 
both foi  its name iwhich it shares 
with a beach resort south of Tokyo) 
and for its thriving port   the busiest 

on the West Coast, and one of the 
world's top ten container ports. Says 
Long Beach City Manager James 
Hankla: "It's a natural investment fo- 
cus for the Japanese, since they do so 
much business through the port." 

The city's prodevelopment climate 
is another lure. Says North America 
Taisei Vice President Yasuo Sento: 
"San Diego is very difficult. We tried 
there, and we ended up just spending 
lots of money on attorneys. Long 
Beach is different, the city govern- 
ment is very helpful." 

More and more trading companies, 
law and accounting firms, banks, 
shipping, oil and office equipment 
companies arc leasing office space in 
Long Beach. The city offered little 
Class A office space before. In the past 
five months three of the Big Eight 
accounting firms have opened offices 
in the World Trade Center. 

"There are a lot of market reasons 
for us to be here," says David Thomp- 
son, managing partner of the new 
Long Beach office of Deloitte Haskins 
& Sells. One is cost. Landmark Square 
is expected to lease for $28 a square 
foot annually, compared with around 
$35 per square foot in downtown. 
Monthly parking in Long Beach costs 
around $60 a space, versus $175 in 
downtown Los Angeles. Housing 
prices in areas like Belmont Shores 
and Naples are half the price of homes 

in Santa Monica or Newport Beach. 
All of which means that old streets 

are sprouting new businesses. Pine 
Avenue, once home to seedy discount 
outlets and pawnshops, is quickly giv- 
ing way to trendy restaurants, galler- 
ies and jazz clubs. "Within the last 18 
months the area has started to come 
alive," says John Morris, owner of 
Mum's, a chic restaurant that seems 
to belong more on Los Angeles' Mel- 
rose Avenue than on Pine Avenue. 

The Japanese are also spurring 
downtown residential development. 
Dai-Ichi Kangyo, Japan's banking gi- 
ant, is the principal lender for Koar's 
condo project on Ocean Avenue, the 
first new residential high rise to be 
built in the downtown redevelopment 
area in 20 years. Says Michael Reyes, 
president of Urban Pacific, Koar's 
American partner: "I shopped the 
project with Security Pacific and Citi- 
corp, but they weren't interested. The 
Japanese are more comfortable with 
high-rise condos than U.S. lenders." 

Long Beach will get another shot in 
the arm next year, when a $750 mil- 
lion light-rail line will open, linking it 
with downtown Los Angeles. The trip 
from downtown Long Beach will take 
about 50 minutes. 

Says developer Stan Cohen of all 
the new commercial and residential 
projects going up: "We're all going to 
be glad we got here when we did." ■ 
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146 years 
before the 

mast. 
In 1842 Atlantic Mutual was 

launched as a marine insurance com- 
pany and in the century and a half 
since, we have been tried, tested-and 
proven—again and again. 

But our present-day reputation is 
based on more than mere longevity. 
Our ability to understand and sort out 

complex risk factors results in policies 
that answer real customer needs. 

Our highly sophisticated technol- 
ogy means you get answers fast, while 
it helps us provide loss control services 
to minimize your risks. 

And because, after 146 years, 
Atlantic Mutual remains a mutual com- 
pany, our cargo policyholders can 
look forward to the possibility of annual 
dividends. We've issued dividends to 

various groups every year since 1855. 
Talk to your agent or broker about 

a global policy for cargo, hull and ship- 
owner's interests; P&l and marine 
liabilities; or commercial inland marine 
insurance. 

Atlantic Mutual, 45 Wall Street, 
New York, NY 10005. 

iEr^AtlanticMutual 
What insurance is supposed to be. 



Restaurants, telephone equipment and 
movie theaters. What do they have in com- 
mon? Simply that Steve Cohen was able to 
buy in at great prices. 

As long as the 
price is right 

TPI Enterprises1 Stephen Cohen 
He didn't get where he is by playing Mr. Nice Guy. 

Muh.i. 

By Lisa Gubernick 

SiEPHEN COHEN, at 46, looks ev- 
ery inch the Hollywood mogul. 
He has a deep, midwinter tan 

and custom-made  Italian  suits,  the 
• v epitome of high-profile flash. His 

t km      :s off his forehead in a 
tly coiffed pompadour; a gold 

t encircli       i starched cult of 
:rt. 

hi n't make movies; he 
id      ili-       <. i the-counter- 
danhatta M   Enter- 

($400 million estimated 1989 
big name m 

I nit  i \hihition busi- 
er-end,   ii"   should  own 

and there's reason to 
behove that Id pick up 1,000 
more, makioe it number two in the 

U.S., behind United Artists Commu- 
nications, which has 2,600. 

Cohen, who owns 6% of TPI'S 26 
million shares, didn't get where he is 
by playing Mr. Nice Guy. Less than 
two years ago he was battling a bar- 
rage of shareholder suits. According 
to the allegations, Cohen and his pals 
took millions personally out of deals, 
when the money should have ended 
up in the corporate coffers. Sharehold- 
ers also objected to his salary 
($444,000, and increasing by 36% a 
year, when the company was running 
over $20 million in the red), as well as 
to an arrangement whereby TI»I paid 
him $15,000 a month in rent for his 
Trump Tower condominium. 

The apartment? "It didn't have a 
good look to it," admits Cohen. Sure 
didn't. Last summer he settled the 

cases. He now pays for the apart- 
ment himself, plus he covered his 
shareholders' half-million-dollar le- 
gal fees. 

But this staining of his image has 
not slowed Cohen down. In August, 
TPI announced it would be buying 605 
screens from troubled AMC Entertain- 
ment (FORBES, Sept. 22, 1986] for $200 
million, AMC'S affliction was a bloat- 
ed balance sheet. Virtually all the 
company's income was going to ser- 
vice its $352 million (83.2% of capi- 
talization) debt. 

To survive, it had to sell assets, and 
Cohen picked up those 605 screens, 
over one-third of AMC'S total, paying 
six times cash flow, while similar 
deals have gone for twice that much. 
Now word is that Cohen may end up 
with the balance of AMC'S screens. 
AMC is still deeply in the red, and if 
there's a movie drought next year, it 
could once more crave cash. 

Cohen hit the big time in 1975 when, 
as a financial consultant, he merged a 
tiny, privately held telephone sales 
outfit with a publicly traded shell cor- 
poration to create TPI. Over the next 
half-dozen years, Cohen built TPI into 
the nation's largest independent sup- 
plier of telephone systems. 

But the good times didn't last. Phone 
company deregulation led to fierce 
price-cutting. By the end of 1985 TPI 
had racked up over $50 million in 
operating losses, and Cohen decided it 
was time to liquidate the business. He 
sold the installation unit to Siemens, 
A.G., which already owned 35%, for 
$170 million ($56 million is currently 
disputed and is under arbitration). He 
got another $70 million from McCaw 
Cellular Communications for his cel- 
lular operation. 

Cohen sat with the money for a 
year, looking for something to buy. In 
April 1988 he completed the $123 
million acquisition of Shoney's 
South, a Memphis-based chain of 
franchised family restaurants. He 
stopped the company's expansion and 
concentrated on getting more volume 
per store by pushing take-out busi- 
ness. Same-store sales are up 8% over 
this time last year. 

So how, then, did Cohen go from 
restaurants to movies? Sheer oppor- 
tunism, AMC owned 26% of Cohen's 
company, having borrowed to buy it for 
"joint venture possibilities," accord- 
ing to AMC'S Stanley Durwood. When 
AMC got into trouble Cohen kindly 
offered to buy some of its best assets. 

Cohen says he is still in the market 
for further acquisitions. Where? 
Wherever opportunity presents itself 
to get some smart assets at a low 
price. ■ 
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The Facility of Tomorrow: 
Your Competitive Advantage. 
As a major investment in your company's future, your 
Facility of Tomorrow should represent more than just a 
new building with new equipment. It must be an efficient and 
cost-effective resource that will enable your company to 
compete profitably in today's global marketplace. 

In planning, designing and constructing your Facility 
of Tomorrow, Austin focuses on those critical factors that 
can improve productivity. Austin considers such elements 
as: the application of both proven and emerging technolo- 
gies for manufacturing and material handling; simplification 
of operating methods and procedures; job enrichment and 
worklife quality. 

Before your company begins formal planning for your 
Facility of Tomorrow, perhaps your people should contact 
our people. 

The Austin Company, 3650 Mayfield Road, Cleveland, 
Ohio 44121. Telephone: (216) 382-6600. Facsimile: 
(216) 291-6684. Offices in principal cities. 

THE AUSTIN 
COMPANY 
CONSULTANTS 
DESIGNERS 

ENGINEERS 

CONSTRUCTORS 
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Chesterfield, Missouri 
February 28,1989 

Sterling Optical, one of the leading optical chains in the country, 
was looking for a way to get a jump on their competitors in the 
retail eyeglass and eyecare marketplace. Sterling Optical's Bob 
Savin, Daron Kahn and AT&T's Rich Letourneau discuss how 
AT&T developed an open systems-based, retail point-of-sale 
system to network their 250 stores nationwide 

Sterling: We were getting frustrated by 
the delays we were facing with the old way of 
doing things. Our customers were unhappy, 
we were unhappy and headquarters wasn't 
able to keep up with the volume of requests. 
We knew a highly integrated distributed net- 
worked computing solution was the only way 
to go. 

AT&T: And you wanted to preserve the in- 
vestments you'd already made in applications 
software—especially those on the System/38. 

Sterling: Absolutely All our RPG-coded 
customer records and our inventory control 
system are stored in the database at headquar- 
ters. The retail business is demanding—you 
can't afford to wait to implement brand-new 
technology Plus, we don't have a very large 
computer programming department, and in 
order to develop, modify, or change corpo- 
rate programs on the System/38, it's a big 
effort, and it takes a lot of time. 

AT&T: That's why we built our multiuser 
platform based on the UNIX® System V oper- 
ating system. We gave you the tools to 
develop new applications and get them into 
the mainstream of your business quickly 

Sterling: It made sense. We were able to 
keep our hardware and software and install 
AT&T 6386 WorkGroup Systems in our 
stores. Now, on a daily basis, we know what's 
selling and what's not. We even included an 
employee time and attendance system that 
feeds into our existing payroll system. 

AT&T: And you've kept your system 
options open. You can modify any part of the 

system at any time. Like when you added the 
automatic pricing software. 

Sterling: Right. I think what we like most 
about the system is its simplicity Despite the 
complexity of the information handled, it 
really gives us easy access to our information. 
We need that to improve the profit potential 
of our business, and to maintain our lead in 
the industry 

AT&T: The system also provides invest- 
ment protection for what you have today, and 
a gradual growth path to what you'll need 
tomorrow 

Sterling: One of 
the most striking things 
was AT&T's commit- 
ment to service. We 
came from an environ- 
ment where it wasn't 
uncommon to be 
down for two to three 
or four days, waiting 
for equipment to be 
shipped or repaired. 

AT&T: Our mes- 
sage was simple: AT&T 
wants your business. 

Sterling: You were 
here working as much 
as we were. And you 
really listened to us. Of 
all the vendors we 
spoke to, you gave us 
the best proposal, the 
best equipment, and 
the best price. In fact, 
we're so excited about 
the new system, we 
wrote it up in our com- 
pany newsletter. 

AT&T: I heard! Can 
we get a copy? 

Sterling: Sure. The only catch is, you 
have to read it from across the room with one 
eye closed. 

The Sterling Optical 
Computer Solution: 

THE CHALLENGE: 

Create a point-of-sale computer system 
specific to the optical retail business for 
the 250-store nationwide Sterling Optical 
chain. 

THE SOLUTION: 

AT&T created a UNIX System V-based net- 
work of AT&T 6386 WorkGroup Systems 
and AT&T 605 terminals chain-wide. At 
headquarters, an AT&T 3B2/500 gathers 
orders and information from each store 
daily. The system allows a smooth link 
between the 3B2/500 computer and the 
existing IBM System/38. A custom 
INFORMIX database management system 
forms the heart of the applications software. 

THE RESULT: 

Sterling Optical customers are getting bet- 
ter service. All store locations will be using 
one standard point-of-sale system that 
provides increased productivity, a friend- 
lier working environment, and greatly 
enhances Sterling Optical's competitive- 
ness in the industry. 

Call your AT&T Account Executive, AT&T 
Authorized Reseller, or 1 800 247-1212, 
Ext. 530. 

Your Computing Systems 
And Networking 

Solutions Company 

Sysiem/38 is a trademark of and IBM is a registered trademark of International Birsiness Machines Corporation. 
INFORMIX is a registered trademark of Informix Software Inc UNIX is a registered trademark of AT&T in the U.S. and other countries ©1989 AT&T 
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AT&T 
The right choice. 
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The Money Men 

Want stocks selling at five to seven times 
this years likely earnings? Veteran energy 
analyst Barry Sahgal thinks he's found 
some among the independent refiners. 

Look at the 
crack spreads 

By Subrata N. Chakravarty 

T| HE EARNINGS for independent 
oil refiners will likely surprise a 

lot of people, both because of 
their magnitude and their longevity." 

So predicts seasoned energy analyst 
Barry Sahgal. Sahgal, 38, is director of 
research at Ladenburg, Thalmann & 
Co. Inc. in New York. He has been 
covering the energy industry—and 
particularly the smaller domestic 
companies—for over 15 years. A grad- 
uate of the Doon School, India's elite 
boarding school, and of London's Im- 
perial College, Sahgal arrived in the 
U.S. in 1973, went to work as a junior 
energy analyst at Neubergcr &. Ber- 
man, jumped to Prudential-Bachc in 
1978, and loincd Ladenburg in 1983. 

The surge in refining prohts, Sahgal 
says,  is the result of a number of 
forces coming together   The decline 
in U.S. refining capacity from over 18 
million barrels a day in  1981  to  15 
million (FORBES, May  15\ is such a 
majot force, but there are others. After 
vears of decline, demand for gasoline 
has been rising as Americans  have 
worried less about  miles per gallon 

have returned to the larger and 
iverful  cars   Lower-mileage, 

road   vehicles   like   the   |eep 
e and the Ford Bronco, Sahgal 
ha>    b<  on.,   fashion state 

rticularly in the Midwest." 
tnillion-barrel-per-day 

pacity thai remains does 
' a deeade ago. 

ivei 80% of 
lire unleaded 

I   onl) 5% in 
Europe   "In aded gasoline 
reduees refinery because it 

takes more barrels of crude oil to pro- 
duce the same amount of gasoline." 

There are now several grades of un- 
leaded gasoline, from regular to pre- 
mium to superpremium. The higher- 
octane grades require more crude, but 
refiners mark up the product prices far 

more than the extra crude would sug- 
gest. Sahgal: "If you go from an octane 
rating of 87 [regular] to,90 (premium], 
the incremental cost is 4.5 cents, but 
you'll notice the pump price is higher 
by 15 cents." With more drivers feel- 
ing that vehicles perform better with 
higher-octane gasolines, that dispro- 
portionate cost-price relationship 
keeps the refiners' and marketers' 
cash registers ringing merrily. 

Why isn't more refinery capacity 
added to take advantage of these eco- 
nomics? Because environmental re- 
strictions and red tape have rendered 
such investments almost impossible. 

One way the refiners' brighter out- 
look is expressed is in a measure 
called the "crack spread." This is the 
difference between the forward prices 
for gasoline and crude oil for the same 
month, as quoted on the New York 
Mercantile Exchange. Example: On 
May 1 the forward price for gasoline 
for June delivery was $29.95 per 42- 
gallon barrel. The price for June crude 
oil was S20.42 per barrel. So the crack 
spread was $9.53. 

ilnimaa 11 

Ladenburg, Tbalmann's Barry Sahgal 
The independent refiners look like the biggest winners. 
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L / A / R / K 
Hot wild toai; cold liquid tread and a warm 

tear hug rrom a rrau in a dirndl. 

Germany. Land or the strudel and the dumpling. 

Unrortunately, after a week of working lunches, I still 

hadn't gotten my hands on so much as a wiener- 

schnitzel. Now I knew this was strictly a business trip, 

but you know what 

they say about all 

work and no wiener- 

schnitzel. So I person- 

ally cancelled my 

afternoon seminar 

to go search for the 

perfect meal. 

I discovered 

a gaststdtte tucked 

away in a comer of 

the Bavarian Alps. It was like a gingerbread house set 

down on a storybook street Everywhere I looked were 

bright shutters, animated frescoes, and window boxes 

blooming with pink and red geraniums. 

Inside was equally charming. My waitress was 

even decked out in her dirndl, a traditional costume. 

Helga-yes, that was her real name-was a strapping 

woman with a cherubic face and blonde pigtails tailing 

hallway down her back, bhe set down a couple or biers 

-what the Bavarians like to refer to as liquid bread 

Because, as Helga noted with a laugh, "where there is 

a brewery there is no need ror a bakery' 

That afternoon I feasted on everything horn 

knodels to spdtzle to a roast haunch or wild boar. 

Between courses I 

was entertained by 

the remarkable 

Helga. She could 

grip six liter steins 

in each hand, perch 

a plate or wursts on 

her elbows and glide 

between the crowded 

tables, all without 

spilling a drop. And, 

oh yes, she brought me my wiener schnitzel, too. 

When I was surticiently stuffed, Helga swallowed 

me up into a hearty embrace. "Vorsicht" she yelled 

"Take care." I forgot to ask her what tomorrow's 

special was, but I doubted if tomorrow's 

seminar would be nearly 

as appetizing. 

Oo There On A Lark. 

L  ■ U    G    G    A    G 
Lark's Expandable Carry-On provides you with additional packing space in a snap. It comes with three oversized 
compartments to keep you organized, and an exterior pocket for immediate access to important papers. Other durable 
features include brass zippers, leather ID. tags and Du Pont Teflon* treatment that repels stains and water. 

Our Expandable Garment Pack is equipped with an "exiendo" bar for even more hanger room, and an interior 
snap-in pocket for shoes or laundry This handcrafted, classic design also features a leather padded handle for maximum 
carrying comfojf. For information on where to find Lark luggage, call 1-800- 782-7555. 



Overlooked values? 
Energy analyst Barry Sahgal thinks the nine companies     prices look attractive. If the spread widens to $6 for six 
below will show much higher earnings this year than     months, as Sahgal expects, these stocks look like real 
last. Even on the basis of a $4 crack spread between     bargains. Wall Street, however, has yet to recognize the 
gasoline and crude oil in the futures market, stock     anticipated improvement. 

Company 

Refining 
capacity 
(TBD)1 

Shares 
outstanding 

(mil) 
Recent             1988 
price               EPS3 

$4 crack s 
EPS 

 1989 
pread 

P/E 
$6 crack s 

EPS 
pread for 6 mos 

P/E 

Amerada Hess 575 82.0 37                   S1.514 S5.504 7 S7.254 5 

Ashland Oil2 357 59.0 41   .                  3,79 4.50 9 6.01 7 

Crown Central Petroleum 100 10.0 35 i/s                  3.83 5.00 7 7.49 5 

Diamond Shamrock R&M 150 29.5 27                     2.08 2.75 10 4.02 7 

Holly Corp2 48 8.2 33%                  3.75 4.25 8 5.71 6 

Sun Co 653 107.0 39%                  2.57 3.75 11 5.27 8 

Tosco Corp 126 163.0 4*4                 0.55 0.75 6 0.94 5 

Total Petroleum (North America) 191 29.0 29%                 1.33 2.75 11 4.39 7 

Valero Energy 75 27.0 0.54 1.25 15 1.94 9 

'Thousands of barrels per day.    financial years adjusted to calendar 
accounting, which increases reported earnings disproportionately when 

\ear    'Earnings from operations, after taxes, fully diluted.    ^Uses "first-in, first-out" 
prices are rising                                            Source Ladenburg, Tbalmann & Co Inc. 

"The crack spread represents what, 
in other industries, would be the gross 
margin," Sahgal explains. "The profit- 
ability of the refining industry is di- 
rectly correlated to the spread." 

The crack spread widens when gas- 
oline prices rise faster or fall slower 
than crude's price. Since December it 
has widened dramatically, from under 
$4 to over $9.50 (see chart) "I cannot 
remember the last time it's been so 
wide," says Sahgal. "Typically, the 
spread oscillates between $2 and $5." 
But the $9 spread, warns Sahgal, is 
unsustainable: It's the result of un- 
usually low gasoline inventories just 
before the peak driving season, and 

the recent rash of industry accidents. 
Who benefits most? "Clearly, the 

independent refiners are the biggest 
winners, given their size," replies 
Sahgal. Even using a $4 crack spread, 
his earnings estimates show impres- 
sive increases for calendar year 1989; 
with a $4 spread, some of the nine 
independents rounded up in the table 
are selling below ten times Sahgal's 
estimates of 1989 earnings. 

In fact, Sahgal believes a $4 spread 
is too conservative, and that a $9 
spread can't last. "A much more real- 
istic estimate of earnings is likely to 
be based on a $6,crack spread," he 
says. Using this measure, some refin- 

Cracking a smile 
The wider the spread between gasoline and crude oil prices in the futures 
market, the better the times ahead for refineries. The so-called crack 
spread on June contracts, shown below, has been widening for months. 

Crack spread (dollars) 

$10 

8 

Li                             i                          i 
February                     March                            April            M »y 

v Inc. 

ers are selling at just five times esti- 
mated 1989 earnings because, Sahgal 
explains, Wall Street expects earnings 
to slide in 1990. "I believe there's a 
secular trend that will keep the spread 
high for some time to come." 

We asked Sahgal which of the inde- 
pendent refiners' stocks he likes best. 

"For quality-conscious investors, 
Sun Co. represents the best value," he 
replied. "For slightly more aggressive 
accounts, I would look at Diamond 
Shamrock R&M. In the speculative 
category Total Petroleum looks very 
attractive." He is somewhat cautious 
about Holly Corp., his longtime favor- 
ite. "It's clearly the best-quality inde- 
pendent refiner that I follow," he says. 
But with the company having put it- 
self up for sale, speculative buying 
drove the price up sharply, to a recent 
41. When a deal seemed unlikely, the 
stock tumbled. "It may be a good buy 
again in the low 30s." 

A possible bump on this otherwise 
smooth road: With crude oil prices 
rising again, refiners may be unable to 
keep passing along the higher costs. 
Twice since 1973, to the industry's 
surprise, consumers have resisted 
sharp price increases by reducing de- 
mand. But Sahgal doubts this will 
happen again anytime soon. Why not? 
"The price of gasoline in real terms is 
lower than it was in 1973," he says. 
"Between 1983 and 1988 the average 
retail price of gasoline has gone down 
8.4% per annum in real terms, while 
personal consumption has gone up 
3.5%. The consumer doesn't have to 
dig as deep to buy gas." 

If Sahgal is right, many of the com- 
panies on the accompanying table are 
investments worth looking into. ■ 
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"Some very important people asked us to list 
on the NYSE. Our shareholders" 

"Individual and institutional investors alike asked the same question: Shouldn't 
we be listed on the New York Stock Exchange? BLOCKBUSTER Video'is the nation's 
largest and the world's fastest growing retail video chain So, it made sense for us to 
list on the world's premier equities market. Our move to the NYSE from the over-the- 
counter market sends a strong signal to all those who contribute to and participate 
in our growth. For us, it's a blockbuster move." 

The most liquidity. The highest visibility. The fairest pricing. The broadest 
access to the greatest number of investors. Just a few of the reasons why so many 
outstanding companies list their shares on the New York Stock Exchange. 

H. Wayne Huizenga, 
Chairman and CEO 

BLOCKBUSTER 
Entertainment Corporation 



or those who believ< 
is the greates 

For years, those who sought the highest 
level of luxury have turned to traditional 
luxury sedans. And accepted the modest 
performance they offered. While those look- 
ing for both luxury and great performance 
have turned to the sedans of Europe. And 

accepted the high prices these automobiles 
commanded. It is into this rather wide gapth< 
the Mazda 929 moves with effortless grace. 

The 929's V6 power and highly sophisti- 
cated suspension give it the responsive pei 
formance normally associated with far more 
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aspiring performance 
miry of all. 

i pensive luxury sedans. Its spacious and 
tsgantly appointed interior pampers driver 
; id passengers alike. And the 929's 36-month/ 
i ),000-mile "bumper-to-bumper" warranty* 
I clear proof of the outstanding confidence 
I azda has in its long-lasting quality. 

For additional information about the 
Mazda 929, call this toll-free number today: 
800-424-0202, ext. 732. And discover the 
unequaled luxury of exceptional performance. 

Trie Mazda 929 
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Good enough isn't good enough these 
days. That's why new management is shak- 
ing up staid old Square D Co. 

Blocking, tackling 
and fumbling 

By Charles Siler 

CHANGE AND TURMOIL have 
come the past two years to 
Square D Co., the big Palatine, 

111.-based maker of electrical equip- 
ment. More than 100 new managers 
have been hired, Square D's sales net- 
work has been overhauled, plants 
have been closed, businesses have 
been put up for sale, and an array of 
new products has been introduced. 

Until recently Square D had been 
moving along, profitably making 
switches, circuit breakers and 
switchboards for nearly 90 
years—at times even leading 
the electrical equipment in- 
dustry. It had become a big 
company, with 1988 revenues 
of $1.7 billion. But lately its 
performance has slipped. Com- 
pared to competitors, Square D 
now ranks seventh in five-year 
average return on equity and 
tenth in sales growth. 

Two men were given the job 
of shaking things up: Jerre 
Stead, 46, a spunky former 
Honeywell Inc. vice president 
who joined Square D as chief 
operating officer in 1987; and 
Dalton Knauss, 61, the com- 
. my's soft-spoken chief exec- 

since 1984. 
January,  Knauss retired 

the chid .xctutive's job 
went   o Stead, who had been 

increasing rcsponsibil- 
i arrival. 
anj   i an awful lot of 

quickly,'    S 

id strat- 
11 more 

eleu 

trade, and get more business abroad. 
Neither initiative is altogether 

new. Take factory equipment. For 15 
years, Square D has been trying to 
break into the business of program- 
mable controllers, factory floor com- 
puters that have become popular in 
the last two decades. In the 1970s 
Square D was trounced in this busi- 
ness by Allen-Bradley Co., which dis- 
tributors say had a better product, 
more aggressive salespeople and bet- 
ter training support. 

Many of the problems Stead wres- 

to facton of to the 
more    cyclical -.turn 

Square D's chief executive, lore Stead 
"We changed a lot of things very quickly. 

ties with were left by Mitchell Karta- 
lia, Square D's autocratic chief execu- 
tive who retired in 1983 after running 
the company for 15 years. Kartalia 
was chiefly responsible for Square D's 
healthy sales growth in the 1970s, but 
he left behind an inbred company ten- 
tatively diversifying into electronics. 
When he finally stepped down at age 
70, some board members had begun to 
call for new leadership. 

The board turned to Knauss, then 
president of Square D's advanced 
technology group, a collection of 
small, unrelated electronics compa- 
nies that had been acquired in the 
early 1980s. Knauss, who took the job 
somewhat reluctantly, has moved 
back to his home in Carefree, Ariz, 
since retiring. 

The new chief executive talks en- 
thusiastically of "blocking and tack- 
ling"—his lingo for paying attention 
to basics. But he also needs to stop 
some fumbling. 

Edward Faulkner, a process control 
engineer for a 3M Co. plant in St. 
Paul, Minn., recently bought $1 mil- 
lion worth of Square D controllers and 
other equipment—but he says he 
found out about the products by 
chance one day while talking to his 
local Square D distributor about 
something else. Troops of salespeople 
from Allen-Bradley and other compet- 

itors had been calling on him, 
but none from Square D. 
Clearly Square D still has a lot 
to learn about marketing. 

Stead is working hard to get 
his subordinates to put less 
emphasis on volume and more 
on profitability. Last year sales 
of custom-made switchboards 
to contractors climbed, help- 
ing electrical division sales 
rise 14%. But division operat- 
ing income dropped 10%, 
largely because the sales force, 
pushing for volume, some- 
times took unprofitable deals. 
Stead has taken action: Now 
commissions are based in part 
on divisional profits, not just 
sales volume. 

The continuing problems 
show in the P&L statement. 
Despite a 12% increase in 
sales last year, Square D's op- 
erating earnings were flat in 
what was something of a rec- 
ord year in most of U.S. indus- 
try. In this year's first quarter, 
net earnings were flat while 
sales increased 10%. Stead is 
making progress, but clearly it 
is easier to let a company run 
down than it is to build it up 
again. ■ 
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Performance 
Beyond Your 
Expectations 

Improving mechanical services 
by seeing the complete picture. 

An Alliance Planned Service 
Agreement from Johnson Controls 
makes it unnecessary for NCR to 
have on-site maintenance staff 
to keep their air conditioning 
and temperature control equip- 
ment operating reliably in four 
office buildings in Atlanta, GA. 

Theres only one problem 
with calling a chiller spe- 
cialist when you have a 
cooling malfunction. Your 
chiller may not be at fault 

The problem may be with 
your fans, filters, dampers, 
temperature controls, or 
with other components of 
your cooling system. 

Johnson Controls has 
service professionals near 
you who understand the 
parts of your system and, 
more importandy, how 
those parts work together 
in facilities of any size 

This means we can diag- 
nose and repair any prob- 
lem on any of your facility's 
systems — cooling, heating, 
refrigeration, fire safety, 
security and temperature 

controls. Or, we can per- 
form preventive or sched- 
uled system maintenance 
to help prevent problems 
in the first place We'll even 
train your people to per- 
form these tasks themselves. 

Whatever your facility 
management goals or chal- 
lenges, Johnson Controls 
can help you achieve them 
through our Alliance Fam- 
ily of Services. Alliance is a 
flexible, interactive process 
that helps you not only 
control costs but also im- 
prove comfort and equip- 
ment reliability — while 
controlling risk and main- 

taining the value of your 
investment 

Call Johnson Controls at 
1-800-972-8040 to leam 
how an Alliance can keep 
your building running 
efficiendy. In Wisconsin, 
call 1-800-472-6533, or 
write, Johnson Controls, 
Systems and Services Divi- 
sion, C19, Milwaukee, Wl 
532014)423. 

© 1989 Johnson Controls. Inc 
JC-8936 

JQHNSON 
CONTROLS 



The Larger Context 

Envy is the most antisocial of all the vices. 
High executive compensation, no matter 
how well deserved, stimulates this vice. 

THE EXECUTIVE 
JONESES 

By Michael Novak 

Just over 200 years ago the young 
Virginian fames Madison contem- 
plated the failures of virtually all 
republics in the past. Deep in the 
human breast is an instinct of envy, 
he knew, often cleverly disguised as 

a passion for equality. He described 
this "rage for an equal division of 
property" as a "wicked project." If 
republics failed, it was because they 
pandered to this wicked project. 

Envy is the most antisocial of all 
the vices, Madison knew, more 
damaging than hatred, because it is 
far less visible and easier to dis- 
guise. Passionate hatred flames 
forth, while envy sulks, spreading 
like invisible gas, poisoning social 
ties and generating restless unhap- 
piness in many hearts. 

So great was the Creator's under- 
standing of these devastating social 
consequences that in the Mosaic 

Decalogue He forbade envy—under 
the name of covetousness—more 
than once: "Thou shalt not covet 
thy neighbour's house; thou shalt 
not covet thy neighbour's wife, nor 
his manservant, nor his maidser- 
vant, nor his ox, nor his ass, nor 
anything that is thy neighbour's." 

Madison understood that envy 
would eat away the fabric of the 
Novus Ordo that he wanted to last 
for centuries (Seclorum) His reme- 
dies were two: "The enlargement of 
the orbit" and the promotion of 
commercial and industrial growth. 

The point of the first remedy was 
that the rights of individuals and 
minorities would be safer in a large 
territory than in a small one. 

The point of his second remedy 
was that in a stagnant or declining 
economy citizens are naturally in- 
clined to divide along one destruc- 
tive axis only: rich versus poor. By 
contrast, in a growing economy, cit- 
izens are more inclined to compare 
their present lot with where they 
plan to be in a decade's time, rather 
than to compare themselves with 
other families. 

In addition, the young Madison 
observed, inherent in commerce 
and industry is a thorough, concrete 
division of interests: Agricultural, 
manufacturing,  mercantile,  bank- 

EGIONAL   FLIGHT 

ATR42-ATR72 
The c< tion between AEROSPATIALE 
and Al K1TAL1A has resulted in new air- 

42 and ATR 72, first editions of 
theATR family. These new generation turbo- 
prop jets benefit from recently devel- 

T    II    E 

oped state-of-the-art technology. This 
family of aircraft was designed so that 
their seating capacity can be extended 
from 46 to 70 seats in answer to airline 
passenger traffic fluctuations. 
GEOGRAPHIC PRESENCE: Keeping 
ahead of airline needs on 5 continents. 

T    O     T    A 



ing, transport and other industries 
are each divided against the other 
and internally subdivided. Out of 
these varieties comes watchful uni- 
ty, e pluribus unum. Unity is safer 
the more thorough the division of 
interests. 

In brief, the survival of any repub- 
lic depends upon defeating envy. 

This is precisely why the recent 
spate of reports about extremely 
high compensation for corporate ex- 
ecutives—this issue of FORBES is an 
example—has now set off alarms 
even in business circles. News that 
one investment banker, Michael 
Milken, received more millions of 
dollars (550, to be exact) than the 
days in the year seems dishearten- 
ing to millions of his fellow citi- 
zens. The impact of this news was 
not diluted by the fact that two ex- 
ecutives at the Walt Disney Corp. 
earned S40 million and S32 million. 

It will not do to say in reply that 
these brilliant chaps earned such im- 
mense rewards "in an open market." 
Among us, the market is not God; 
even markets are but an instrument 
of the common good, not the purpose 
and final end of our society. 

Particularly galling to many is the 
fact that most of these new rewards 
do not go to inventors or discover- 
ers, but rather to managers of large 

corporate enterprises, of which top 
managers are only small, if crucial, 
parts. There is something supreme- 
ly social in their achievements. 
What they did, they did not do 
alone. Their achievements rest 
upon the intelligence, enterprise 
and creativity of many others in 
their firms—and upon the social 
system (the U.S. political economy) 
that made their efforts possible. It is 
wrong to award them as if they were 
Lone Rangers. 

On principle, I favor market 
mechanisms. A powerful case can 
be made that certain unusually tal- 
ented managers do so much for their 
firms (and for the economic 
strength of the country) that their 
compensation, however high, repre- 
sents a small fraction of the wealth 
they help to create. Moreover, as 
long as Mike Tyson, Michael Jack- 
son, Madonna and other entertain- 
ers can reap fabulous rewards, why 
not those of proven wealth-produc- 
ing talents? 

True, even a few of one manager's 
strategic decisions—or bursts of cre- 
ative executive energy—can mean 
tremendous rewards for the corpo- 
ration as a whole and for the whole 
society, which without their talents 
would be far poorer than it is. Mi- 
chael Milken, in particular, report- 

edly paid immense sums in taxes, 
gave lavishly to charity and lived on 
only a tiny fraction of his income. 
Nonetheless, our system depends 
on a broad popular consensus—in 
times still hard for many—that our 
system is fair in its rewards. Chief 
executives should think hard on 
this. Compensation committees 
need to think more seriously, not 
only about the dynamics internal to 
corporations, but also about the 
general social bonds that lead citi- 
zens to trust our system as a whole. 

Compensation should encourage 
excellence and prod the most tal- 
ented to do yet more. But it should 
also suit the informed public's 
sense of excess. Perhaps compensa- 
tion boards could set aside stock 
options for favorite community 
charities of the executives they 
mean to honor. Let us shower our 
great talents with great honors, but 
reward them financially in ways 
that do not excite the most destruc- 
tive vice of all. Even golden geese 
can die by being overfed. ■ 

Philosopher, journalist and e.x-l .5. ambas- 
sador Michael Novak directs social and po- 
litical studies at the American Enterprise 
Institute in Washington, DC Among his 
recent hooks are Taking Glasnost Seriously 
and Free Persons and tlie Common Good. 
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TECHNICAL PRESENCE: a maintenance 
network ensures a round-the-clock availa- 
bility (Toulouse, Washington D.C., Singa- 
pore). 
TECHNOLOGICAL  PRESENCE:   concept 
of a new generation of aircraft. 
FINANCIAL PRESENCE: financial advisor. 

BUSINESS PRESENCE: 4 marketing cen- 
ters throughout the world. 
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Environmentalists oppose a proposed high- 
way in Brazil's Amazon basin. U.S. soy- 
bean growers, too, should be concerned. 

Jungle road 
to Tokyo 

By Patrice Duggan 

BRAZIL'S HIGHWAY BR-364 starts 
at Cuiaba in Mato Grosso and 
runs 1,240 miles northwest to 

Rio Branco in the state of Acre (see 
map). Pushed another 1,000 miles 
through jungle and mountain, the 
road would reach the Pacific coast in 
Peru at Lima. But the extension 
would cut through the Amazon basin, 
where an area the size of France has 
already been cleared by burning. The 
thought outrages environmentalists, 
who fear the cutting of the rain forests 
will further damage the world's ozone 
layer and destroy wildlife. 

At one point the Brazilians hoped 
for Japanese financing. But during his 
visit to Japan in February, President 
Bush, citing environmentalists' fears, 
asked Prime Minister Noboru Take- 
shita not to fund the highway. A few 
weeks later, Japan an- 
nounced it had no intention 
of financing the highway 
project. 

People in Brazil, howev- 
er, were suspicious about 
the Japanese denial. In an 
interview last March with 
Brazil's    leading   business 
magazine, Gazeta Mercantil, 
Brazil's President Jose Sar- 

accused   the   U.S.   of 
ing    construction    of 

\64 Why? 
itect   U.S      i    'can 

Sarney said 
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ducer. In these years, the U.S. share of 
the world soybean market has 
dropped from 65% to about 55%. 

If the BR-364 were pushed through 
to the Pacific, Brazilian soybeans 
would be even more competitive 
against beans grown in the U.S. 

As things stand now, Brazilian soy- 
beans destined for Japan are trucked 
from the growing areas in central Bra- 
zil to the Atlantic port of Santos, near 
Sao Paulo, thence by ship to the Pana- 
ma Canal, up the West Coast to San 
Francisco, and finally across the Pacif- 
ic to Japan. It is a 12,000-mile journey 
that takes some 25 days or more. The 
lengthy shipping route adds $10 per 
ton to the cost of shipping Brazilian 
beans to Japan, relative to U.S. beans, 
a formidable disadvantage for a prod- 
uct that costs $268 per metric ton. 

That's where extending the BR-364 
comes  in.   It   would  give  Brazilian 

growers direct access to the Pacific, 
cutting more than 2,000 miles and 
seven days from the trip. 

Gilford Harrison, manager of the 
American Soybean Association's Lat- 
in American division, calls the exten- 
sion "a marijuana pipedream" and in- 
sists it will never get built. But he 
concedes that Brazil is "taking our 
markets everywhere" and if it is built, 
margins of Brazilian beans, now thin, 
will improve and so bring more grow- 
ers into the market. 

Why is the road unlikely to be 
built? Extending it wouldn't cost 
more than $150 million—compared 
with the $570 million spent for the 
first leg of the highway. However, Bra- 
zil's government is virtually broke, 
and potential financing from the 
World Bank and the InterAmerican 
Development Bank has been cut off 
because of environmental concerns. 
Thus, while U.S. soybean farmers 
may hope the road is never complet- 
ed, they played little part in blocking 
it. Environmentalists did it for them. 

Why, then, did President Sarney 
blame U.S. farmers? Simply because, 
for a Latin demagogue, the U.S. farm- 
er is a safer target than are environ- 
mentalists. So, what's really new? ■ 

BRAZIL 

Brazil 
an impoi 

PACIFIC OCEAN 

Pipe dream? 
Brazil's highway BR-364, 
now completed as far as Rio 
Branco, in Acre, is now 
proposed to continue 
through Peru to the 
Pacific coast at Lima. If 
completed, it could cut 
the shipping time to Japan 
by seven days. A more 
recent proposal would take 
the road by way of Bolivia 
to Arica, Chile. 
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OUR CLIENT LIST INCLUDES 
50% OF THE FORTUNE 500. 

THE BOTTOM LINE IS YOUR 
FINANCIAL PEACE OF MIND. 

When the leaders of America's most important companies seek expertise 
in insurance and financial services, they turn to the company that can help them 
the most. The Travelers. 

We tailor our broad range of products and services to fit the specific needs 
of our diverse clients. 

This flexibility is backed by the power of our $50 + billion in assets and 125 
years of experience. As a result, our clients are better equipped to meet the growing 
demands of the business world. With confidence and financial peace of mind. 

The Travelers Companies, Hartford, Connecticut 06183 

Thelraveler^j 
You're better off under the Umbrella!1 

C1989 The Travelers Corporation 



Time Management: the 
The fashion world can be 

dog-eat-dog. Ibu're either on 
the cutting edge, or you're 
out of business. Its that sim- 
ple. In an industry as fast- 
paced as this, I've no choice 
but to manage my time as ef- 
fectively as possible. 

I never beat around the 
bush. I try to focus my ener- 
gies and never stop pushing. 

I always look for certain 
time-saving tools to help me. 

That's where Dictaphone 
comes in. 

Stratford. LT t I 



fabric of any good business. 
When inspiration hits, I'm my offices in Paris and New 

always ready. I carry my Ifork, my Dictaphone equip- 
Dictaphone portable to re- ment lets me phone in any 
:ord quick ideas abouL4M^i (^^hour of the day or night 
styles and colors. i M M /^£ ft(Lj and leave a message 
Keeping     ^ffSSpP? V .^   tor my entire 

j^  staff, or dictate 

dKhw 141 F a letter to my secretary 

BB r^Hr  ^ from a car phone. Or 
y^l. *•-gjjj         my even from a plane at 36,000 
' £AKT  J*            busi- feet. I can also check the 
^K&M       ^ness, one system for messages left: for 

'-*, l ■     3^  step ahead. me by others, and respond 
JL                 While travel- to them all with one phone 
L^J   ^^ing between call. So I'm never out of 

touch, no matter where my 
travels may take me. 

To me, Time Manage- 
ment has always been the 
fabric of any good business. 

And to help manage time 
more effectively, Dictaphone 
will always be in fashion. 

Dictaphone. 
Time Management. 

dJife =p Dictaphone 
A Pitney Bowes Company 



Stewart & Stevenson started with horses. 
Following its nose made the company the 
U.S.' leading supplier of custom-built diesel 
and gas-turbine generators. 

"We're still 
harnessing 

power11 

By James Cook 

i Stewart 
From horseshoes to horsepower in three generations. 

K. >hh Ki 

WE'VE ALWAYS BEEN in the 
power business," says C. Jim 
Stewart, head of Houston's 

Stewart & Stevenson Services, Inc. 
"That was the philosophy my dad 
passed on, and it's still ours today." 

Jim Stewart is stretching things a 
bit. That original power business in- 
volved shoeing horses and building 
carriages at the turn of the century. 
Say this for Stewart & Stevenson: It 
has shown remarkable adaptability, 
an ability to move with the times that 
has kept it prosperous for 87 years. 

Jim Stewart, an amiable Texan, is 
the third member of his family to run 
the company (the Stewarts still con- 
trol 12.3% of the stock). From horses 
and wagons, the then (as now) family- 
run outfit went on to become a De- 
troit Diesel distributor and later a pro- 
vider of all kinds of goods and services 
to the defense and oil drilling busi- 
nesses. More recently it has emerged 
as the U.S.' leading supplier of cus- 
tom-built diesel and gas-turbine gen- 
erators. Its revenues this year should 
approach $550 million. 

The point is that even if Stewart & 
Stevenson's progress from horseshoes 
to gas-turbine generators sounds ran- 
dom it really wasn't. The company 
did indeed evolve logically from 
horses to horsepower. As horses gave 
way to mechanical engines, Stewart 
& Stevenson began utilizing its wag- 
on-building expertise to build 
trucks—horseless wagons as you 
might have called them in those days. 
It would buy the truck chassis, engine 
and other components from a variety 
of manufacturers, and customize the 
body to the needs of the customer— 
cab, bed, hood, whatever anyone 
wanted. 

Then, as a Detroit Diesel franchi- 
see, it began customizing diesel en- 
gines and today does so with the prod- 
ucts of many engine manufacturers. 
"The business is more sophisticated," 
Jim Stewart says, "but we're still har- 
nessing any kind of power we can." 

A good part of what made Stewart 
& Stevenson a big and successful 
company was its proximity to the oil 
industry, which bought most of its 
customized diesel engine products. 
When oil drilling activity collapsed in 
the early Eighties, Stewart & Steven- 
son found itself stuck with a lot of 
big-ticket items like drilling rigs and 
offshore supply boats that its custom- 
ers couldn't pay for, and so in three 
years it had to write off more than $26 
million in losses, an enormous 
amount for an outfit with $90 million 
in equity. 
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At work on Stewart & Stevenson's General Electric-built gas-turbine engine 
Suiting the product to the customer's needs. 

Robb Kcndnck 

But once again Stewart &. Steven- 
son adapted. It pulled back from its oil 
country business, split apart the off- 
the-shelf distribution and custom 
manufacturing business, and began 
concentrating its strengths. It expand- 
ed its barely profitable regional distri- 
bution of industrial goods (43% of last 
year's sales] into new territory and 
picked up several new franchises— 
Perkins diesels and John Deere indus- 
trial equipment among them. 

Best of all, Jim Stewart made a 
shrewd move. He saw the potential in 
the rapidly emerging cogeneration 
and independent power market—a 
market that the Department of Ener- 
gy forecasts will account for 15% of 
the increase in electric power produc- 
tion over the next decade or so. The 
market tor small gas-turbine power 

was exploding, and Stewart & 
Stevenson had the right product at the 
right time. Its Houston plant was 
adept at turning out 20-to-50-mega- 
watt adaptations of General Eleetne's 

0   tnd ■ M 5000 aircraft engines 
venson began selling its 

to a wide variety of cus- 
s ranging from utilities in Brazil 

I to busi i institution- 
al customers in the U.S 

In their combined cycle version, 
gas turbines are the low t and 

most efficient quick source of power 
available. You burn the gas to turn a 
turbine and so generate electricity, 
and then use the waste heat to turn 
water into steam for generating more. 
"It's a terribly efficient way of provid- 
ing electricity," Jim Stewart says. 
"You've got a tremendous amount of 
horsepower in a small package, and 
GE'S working to get more—an LM 8000 
would produce 100 megawatts, for ex- 
ample, though its dimensions would 
not be much larger than the 5000." 

Stewart &. Stevenson's gas turbines 
are factory-built, tested and assem- 
bled and, despite their considerable 
size—at least 65 feet long by 14 feet 
wide by 30 feet high—are shipped to 
t be site by 12-axle trucks and put into 
operation in 30 to 60 days. 

In the past three years alone, Stew- 
art & Stevenson's overall sales nearly 
doubled, with its formerly small gas- 
turbine business accounting for about 
half of the growth. The way things are 
going, gas-turbine sales will soon 
dominate the company. 

More and more of Stewart & Ste- 
venson's emphasis is falling on natu- 
ral gas. It has a contract with the Gas 
Research Institute to develop a modi- 
fication kit for converting oil-burning 
diesel engines to compressed natural 
gas—for buses initially, and other ve- 

hicles eventually. As the U.S. metro- 
politan regions struggle to meet the 
Environmental Protection Agency's 
ambient air quality standards, retro- 
fitting existing vehicles to burn natu- 
ral gas may prove the easiest and most 
effective solution. 

Meanwhile, there are plenty of oth- 
er prospects out there—a family of all- 
purpose trucks for the Navy and Ma- 
rines, for example, and a $250 million 
gas-turbine pumping system for 
Aramco's expanded Yenbu pipeline in 
Saudi Arabia. 

Last year—fiscal 1988, ended in Jan- 
uary—Stewart & Stevenson netted 
S21 million on $474 million sales, a 
65% gain in net on a 38% gain in 
sales. Fiscal 1989 looks like another 
good year. Maybe not as good as 1988 
or 1987, Jim Stewart concedes—how 
many years can you increase sales 
38%?—but still darned good: Analyst 
Michael Connor of New York City's 
Fahnestock & Co. predicts maybe 
$3.75 to $3.90 a share this year, up 
from $3.02 in 1988. 

You could, of course, say that Stew- 
art & Stevenson was lucky to have the 
right products at the right time. But 
there has to be more than good luck in 
moving logically from horseshoes to 
power cogeneration. It's called good 
management. ■ 
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Hartmann Club Bags 
are available at these 
and other fine stores. 

Fine Department Stores: 
Abraham & Straus 
B. Altman&Co. 
Belk 
Dillard Department 

Stores. Inc. 
Ivey's 

Specialty Luggage Stores: 
ALASKA 
Klondike Gold Co. 

ARIZONA 
Leonard's Luggage 
Rainey's Luggage Shop 

CALIFORNIA 
Beckers Luggage 
Bernard Luggage Co. 
Century City Luggage 
Harris Co. 

\ Leonard's Luggage 
Palm Springs Trunk & 

Satchel 

CANADA 
Birt Saddlery Ltd. 
JB's Bags 
Travel-N-Things 

CONNECTICUT 
Temple Luggage Shop 

DISTRICT OF 
COLUMBIA 

Camalier & Buckley 
The Complement 

FLORIDA 
Bentley's Luggage & Gifts 
Pedigo's Luggage Shop 
Trafalgar Square 

GEORGIA 
Bentley's Luggage & Gifts 

ILLINOIS 
Barnetts 
Bloemkes 
Elephants Trunk 
Emporium Luggage 
Guth's Luggage 
Holiday Luggage Shop 
Janlyn Luggage 
Joseph Spiess 
Luggage Ltd. 
Stacy's 

INDIANA 
B.J. Perry 

IOWA 
Enzlers Iowa City 

MARYLAND 
Camalier & Buckley 
The Complement 

MASSACHUSETTS 
Brett's Luggage & Gifts 
Leather Gallery 

MICHIGAN 
Bag & Baggage 
Cobblers Bench 
Groskopf's 
Harrison's 
Henmnks 
Liebermann's 
Smith's Luggage& 

Leather Shop . 
Stanwood's Luggage & 

Gifts. Inc. 
Wellington, Ltd 

Jacobson Stores, Inc. 
The Jones Store Co. 
Leggett 
McAlpin Company 
Thalhimer Bros.. Inc. 

MINNESOTA 
A&E Supply 
Exquisite Leather & 

Luggage 
Security Jewelers 

MISSISSIPPI 
Bentley's Luggage & Gifts 

MISSOURI 
Barths 
Nicholas Luggage & Gifts 

NEBRASKA 
Bag & Baggage 
Choice Luggage 

NEW HAMPSHIRE 
Leather Gallery 
The Suitcase 

NEW JERSEY 
Deacon's Luggage 
Jans 
Michelle Luggage & Gifts 
Robinson Luggage 

NEW YORK 
Lederer 
Tri City Luggage 

NORTH CAROLINA 
Burlington Bag & Baggage 
Luggage & Leather 
Sharon Luggage 
Town & Country Shop 

OHIO 
The Depot 

OKLAHOMA 
Kamber's 

OREGON 
Burks Luggage & Gifts 

PENNSYLVANIA 
Baggage Stop 
Bentley's Luggage & Gifts 
Deacon's Luggage 
Robinson Luggage 
The Depot 

SOUTH CAROLINA 
Ayers Leather Shop Inc. 
Berlin's 
Burlington Bag & Baggage 
Leather & Luggage World 
Sharon Luggage 

TEXAS 
Jones & Jones 

VIRGINIA 
Camalier & Buckley 
D.M. Williams Ltd. 
Penn Luggage 
Rountree Luggage 
The Complement 
Vannesa Shop 
Weiner's House of 

Luggage 

WISCONSIN 
Emporium Luggage 
Pah Low's 

horfe MM 
Handcrafted since 1877.™ 

To get ahead these days, 
you ought to carry a club. 

The Club Bag by Hartmann. 
When you're on the run—here today and gone tomorrow, in again 

and out again—you need all the help you can get. 
Hartmann's Club Bag is one of the most packable, stowable, port- 

able, dependable allies a traveler could hope to own. 
Top loading for easy access, 
really fill it up. It has zippered 
pockets on each end, an out- 
side pocket, an inside 
pocket, a sturdy handle 
to steady your grip, 
and a strong shoulder 
strap. And it comes in 
three friendly sizes from 16" 
to a full two feet. 

The Club Bag. At the country 
club or on a business trip, it can 
be the secret weapon that sees 
you through. Handcrafted since 1877.™ 

Send for a-Jisl ol your nearest Hartmann dealers. Dept   5134 
o 1989 Hartmann Luggage. Hartmann Dr., Lebanon. Tennessee 37087 Du Pont TEFLON*water& slain repe"e 
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An HMO should look afteryo; 

upset stomach in Kansas. An earache in landmark advance in coverage, your employee- 
Carolina.The flu in California. and their families-can now become guest 

There's nothing considerate about an illness, members of our HMOs from coast-to-coast 
It'll hit anyone at anv time. Fortunately, there now This means, students away at college can \i 
is a way to fight back. With the Away From Home HMO-USA members the same as their parent 
Care program, from HMO-USA. Through a Families living apart can be covered. As well as 
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MAINE 

25396A 
I     .VACATIONLAND. 

Minnesota ffift 

10.000 lak 

SANTA FE 

_ '        Z-_        Land of Fnrhantmant s    V 

VIRGIl 

no matter what state you're in. 
• employees away on extended assignment What's make arrangements in advance, and be away fr 
more, they'll all be entitled to the complete range of home for 90 days. If your company has a thousa 

: HMO-USA benefits. From regular check-ups, to employees or more, call 1-800-4-HMO-USA. 
1 emergency care, to classes in health education. From New York to     JPi_ fejl BlueCrc 

This, in addition to our usual coverage when California, there's no | \1 |y BlueShi 
they travel from state to state. All they have to do is other program like it.    wgf Association 



Chi the Docket 

Voters can, and do, sue governments, but 
can the government sue a voter for suing 
the government? Dont laugh. 

A SLAPP in 
the face 

By Jason Zweig 

IN THE 1940s and 1950s Grandma 
Moses glorified rural Washington 
County, N.Y. in her primitive 

paintings of corn harvests and maple 
syrup gathering. Today this bucolic 
region is coming to national attention 
for a far more modern—and unsight- 
ly—reason. The county's plan to build 
an incinerator that will convert trash 
to energy has embroiled the plan's 
opponents in some nasty lawsuits. 

In a case filed in New York Su- 
preme Court in March, the Industrial 
Development Agency of Washington 
County and of neighboring Warren 
County sued 328 opponents of the 
local trash incinerator for a total of 

$1.5 million. The development au- 
thority alleges that a lawsuit 
launched by the group in February 
was aimed at impeding a $74 million 
bond issue to finance the incinerator. 

The project's opponents pointedly 
deny that allegation. But the fact is 
that three suits challenging the incin- 
erator had already been defeated. 
What's more, the February suit was 
lodged just one business day before 
the bonds were to be delivered on 
Wall Street. 

With the bond market already skit- 
tish, the last-minute lawsuit un- 
nerved prospective purchasers. Offi- 
cials at Smith Barney, underwriter of 
the Washington-Warren County in- 
cinerator bonds, say the protesters' 
lawsuit forced them to discount the 
issue 2% from par, to a price of $980 
for a $1,000 bond. That meant the 
counties incurred a shortfall of some 
$1.5 million in the funds needed to 
pay for the project. Jonathan Wooten, 
a managing director at Smith Barney, 
calls the residents' suit "a very so- 
phisticated guerrilla tactic." 

The IDA'S countersuit against these 
agrarian "guerrillas" is but the latest 
in a surge of government lawsuits 
against ornery residents. Public offi- 
cials around the country—increasing- 
ly frustrated by litigious community 

/ t— ~t 

groups—are fighting back in the 
courts. Private firms whose projects 
require public approval are getting in 
on the act, too. George Pring, a law 
professor at the University of Denver, 
calls such cases strategic lawsuits 
against public participation, or 
SLAPPS. He says they are becoming 
alarmingly frequent, and he has docu- 
mented at least 200 such suits since 
1970, although the total may be much 
higher. 

Does a government body have the 
right to stop citizens from suing? The 
right to sue the government is clearly 
protected under the petition clause of 
the First Amendment. That is why 
the courts almost always rule in favor 
of community groups in such cases. 
Of the SLAPPS that go to trial, Pring 
estimates, private citizens win more 
than 90%. To succeed in a SLAPP case, 
the government typically must estab- 
lish not only that the citizens' lawsuit 
was frivolous but also that it was filed 
in bad faith. Experts say that estab- 
lishing either is difficult; establishing 
both, next to impossible. On top of 
that, government officials who sue 
voters can open themselves up to 
costly countersuits. 

One such case occurred in North 
Richmond, Calif., just across the bay 
from San Francisco. In 1987 a local 
resident named Alan La Pointe sued 
the West Contra Costa Sanitary Dis- 
trict to block a proposed waste-treat- 
ment facility. The district counter- 
sued La Pointe for $42 million, charg- 
ing that his protests and his 
allegations of mismanagement in the 
district had caused construction de- 
lays and hindered financing for the 
project. Last September the Sanitary 
District's case was thrown out of 
court on the ground that La Pointe's 
conduct "is absolutely privileged un- 
der the United States and California 
constitutions." 

Now La Pointe is suing the Sanitary 
District for infringing his constitu- 
tional right to free speech. Legal ex- 
perts say a jury could award him sev- 
eral million dollars. 

Like La Pointe, the 328 opponents 
of the Washington County, N.Y. in- 
cinerator are expected to sue in feder- 
al court, alleging that their civil rights 
have been violated by the counties' 
suit against them. Bristles their attor- 
ney, Rosemary Nichols, "This is a 
constitutional outrage." 

Nichols has a point: SLAPPing liti- 
gious protesters in court would seem 
to strike at the heart of U.S. constitu- 
tional liberties. Still, a lot of people 
feel that the use of the courts to ha- 
rass and delay has gone rather too far. 
Can't a better way be found? ■ 
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Some think New Orleans' Whitney Nation- 
al Bank is a treasure trove. But maybe its 
just a museum masquerading as a bank. 

Is it more-or 
less-than 

meets the eye? 
By John H. Taylor 

T| HROUGHOUT ITS 106-year histo- 
ry, New Orleans' Whitney Na- 

tional Bank has done things one 
way: the Whitney way. The bank, the 
principal asset of Whitney Holding 
Corp., scorns such innovations as 
automated teller machines. Although 
Whitney has $2.7 billion in assets, 
making it the state's fourth-largest 
bank, it offers no corporate cash man- 
agement accounts, no home equity 
loans, no discount brokerage service, 
hardly any of the newfangled finan- 
cial services that modern banks rou- 
tinely provide. Only recently did it 
begin offering credit cards. 

The marble-and-brass lobby of 
Whitney's 78-year-old headquarters is 
reminiscent of Frank Capra's It's A 
Wonderful Life. Loan officers and top 
executives still sit on the platform off 
the lobby rather than in secluded 
high-rise offices. Whitney Chairman 
Patrick Delaney, who started with the 
bank as a trainee clerk 35 years ago, 
has a desk on the platform. 

Secretive? Whitney almost defines 

the term. FORBES had to buy a share of 
Whitney stock to attend the bank's 
annual meeting last month. During 
the one-hour meeting, shareholders 
were forbidden to ask questions of 
management. 

Which would be fine if Whitney had 
held its own that way. But it has not. 
Once the state's largest and most prof- 
itable bank, Whitney is now third in 
market share to Hibernia and First 
Commerce in its hometown of New 
Orleans, the only city where it has a 
major presence. Over the last seven 
years, Whitney's returns on equity 
and assets have fallen steadily. More 
than 7% of its loans are nonperform- 
ing, six times the average for its peer 
group. For the first quarter of 1989, 
Whitney lost more than $8 million. 

The decline of this once regal fran- 
chise has rankled its largest share- 
holder, Hong Kong-based Industrial 
Equity (Pacific) Ltd. This investment 
company, headed by New Zealand's 

Ron Brierley (FORBES, Feb. 23, 1987), 
owns about 10% of Whitney's 6.4 mil- 
lion shares. Brierley and Alfred Boyer, 
Brierley's U.S.-based assistant who 
oversees the Whitney investment, are 
not in the deal for the bank's charm. 
They are pressing management either 
to sell the venerable institution or to 
bring it quickly into the late 20th 
century. Says Boyer, "We're con- 
cerned they are ruining the value of 
the franchise." 

But Delaney and his banking crew 
pointedly ignore its outside share- 
holders. In three years Boyer has had 
one meeting with the chairman. 
When Boyer proposed that the board 
establish an independent committee 
of outside directors to study ways to 
increase shareholder value, Whitney 
management refused to put the pro- 
posal on the ballot at this year's annu- 
al meeting. Boyer and Brierley went to 
court and forced the board to give 
way; the proposal was defeated at the 
annual meeting. 

Is Whitney worth fighting over? 
People who say it is point to some 
mysterious assets. More than a half- 
century ago, Whitney foreclosed on a 
number of properties, mostly real es- 
tate and oil and gas interests, which it 
now carries on its books for a total of 
only $33. That's right, $33. Over the 
years, analysts and shareholders have 
debated the value of those holdings, 
with estimates ranging from $10 mil- 
lion to $100 million. Which means 
the assets could be worth somewhere 
between $1.56 a share and $15.65 a 
share more than they are carried on 
the books for. 

Only Whitney's ultrasecretive 
management knows the assets' true 
worth. And it isn't telling. Over the 
years, it has refused to provide a list of 
the properties even to its own board 
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He doesn't Wee questions. 

108 FORBES, MAY 29, 1989 



>t i 
?eD^eirjer 

to va]Ue of 

'* siare- 

iainnao. 
^e board 
ifflJttee 
fays to 

lepra- 
axmu- 
ffltto 
give 
ttie 

%' 
me 

I POUR 
DNSIEUR 

J DE TOILETTE 
:ONCENTR£E 

SPRAY 

HANEL 

POUR 
MONSIEU 

z 

o 
c 
s 
o 



C    A    D    I    L    L    A 

A new bolder grille enhances 
Brougham's classic Cadillac styling. 

1 

BROUGHAM 
The luxury automobile which represents 
classic values better, bigger and longer. 

Every year, the Cadillac 
Brougham achieves greater dis- 
tinction simply by remaining 
true to its classic design. 

As America's longest pro- 
duction car, it still gives you 
uncompromised 6-passenger 
luxury, including over five feet 
of shoulder room, both front 
and rear. And an unequalled 
121.5" wheelbase for a smooth, 
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STYLE 

A 19.5-cubic-foot trunk gives you 
room to spare. 

You'll still enjoy uncom- 
promising comfort for six. 

Cadillac ride. 
Brougham's responsive 5.0 liter 

V8 engine with electronic spark 
control gives you impressive pass- 
ing and towing power. 

And now, Brougham is covered 
by the exclusive, new Cadillac 
4-year/50,000-mile Gold Key 
Bumper to Bumper Warranty* 
-the best in its history. Brougham 
is also backed by 24-hour Cadillac 

Roadside Service, the first pro- 
gram of its kind offered by any 
domestic manufacturer. 

The Cadillac Brougham. Classic 
distinction, Cadillac style. 

Please call 1-800-333-4CAD 
for product literature and the 
location of your nearest 
Cadillac dealer. 

"See your dealer for terms of this limited warranty. 

The only way to travel is 
Cadillac style.™ 



The Power Of The Pacific. 
Performance. Consistency. Stability. 

Our principal com- 
mitment is to the 
financial success of 
our customers. 
With innovative 
products and in- 

sightful strategies. 
Delivering superior 
performance in 
Personal Financial 
Services, Employee 
Benefits, and Asset 
Management. 

This successful 
philosophy ranks 
us among the top 
financial institu- 
tions in America. 
With $27 billion of 
.lsbc-ts under man- 

nent and more 
than $25 billion of 
life insurance in 

e. Standard & 

Poor's AAA rated. 

A.M. Best A + rated. 
Providing stability 

for our customers 

since 1868. 
Performance. 

Consistency. 
Stability. Demand 
it. And get it from 
Pacific Financial 
Companies. The 
Power of the Pacific. 

PACIFIC MUTUAL 

PACIFIC FINANCIAL 
COMPANIES 

THE POWER OF THE PACIFIC 

1 800 544-3600 
700 Newport c entei Drive Newport Beach, CA 92660 



members. Brierley is pressing De- 
laney to disclose these holdings to 
shareholders. 

Why the secrecy? Cynics say Whit- 
ney refuses to disclose the nature of 
the hidden assets because it preserves 
the mystique that there is great unre- 
alized value in the bank. "Personally, 
I'd be stunned if they were worth any- 
thing more than $30 million," says 
one top executive at a banking rival. 

Certainly, without hidden assets, 
it's tough to make the case that the 
bank, or its thinly traded stock, is 
much of a buy at its recent price of 
$55 a share. In a highly unusual move, 
Whitney added about $29 million to 
its nonaccruing loans on Jan. 1, one 
day after the end of its 1988 fiscal 
year. In so doing, it avoided having to 
include the bad news as part of its 
year-end results. 

X 

Financial Tinu-v 

Industrial Equity's Ron Brierley 
He has lots of questions. 

Two months later, under pressure 
from bank regulators, the bank added 
$20 million to loan-loss reserves. 
Even with the addition, reserves are 
only 30% of nonperformers, while 
most banks cover their nonperform- 
ers dollar for dollar. 

Chief executives of large southeast- 
ern banks are unimpressed by Whit- 
ney as an acquisition target. They cite 
the bank's lackluster management, 
antiquated product line, loan prob- 
lems and Louisiana address. Says one, 
"If an investment banker called me 
and wanted $55 a share for that bank, 
the next sound he would hear would 
be the phone clicking." 

Maybe Ron Brierley and his crew 
know something these skeptical 
bankers don't know. Or maybe they, 
too, have been swept away by the 
bank's secrecy-enhanced mystique. ■ 
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THE NEW ONE-FUND APPROACH 

Diversification. 
Made Simple. 
Introducing Fidelity Asset Manager. 

Stocks Long-Term Money Market 
Bonds      Instruments 

This diagram is for illustrative purposes only 
and is not indicative of asset mix or allocation. 

Now there's anew, 
easier way to diversify 
across a broad range of 
securities...in one simple 
investment. Fidelity Asset 
Manager. 

Fidelity Asset Manager 
seeks high total return with 
reduced risk over the long- 
term by allocating its assets among stocks, bonds, and 
money market investments. (Share price, yield and return 
will fluctuate.) And your investment is carefully watched 
andadjusted'by Fidelity professionals who seek to enhance 
your return in any market environment. 

There is no sales charge! And the low minimum 
investment makes it easy to get started-just $2,500. Plus, 
Fidelity Asset Manager may be a great choice for your IRA. 
Just $500 to get started. 

Find out more about this exciting new fund from 
Fidelity-today! 

Call Today for the Fidelity 
Asset Manager Free Fact Kit. 

Fidelity 
professionals 
shiftyour 
assets among 
and across 
instruments 
with changing 
market 
conditions. 

[H«.T.»ei 

Call toll-free 24 hours, or / /  ssss 
send for your FREE Fact Kit  1-800-544-6666 
□ YES! (FAA) Please send a Fact Kit with a free prospectus containing more com- 
plete information, including management fees and expenses. I'll read my prospectus 
carefully before investing or sending monej 
□ I am interested in Fidelity Asset Manager for my IRA. (FAAI) 

Name Address  

Citv. . State. 
Mail to: 
Fidelity Distributors Corporation 
(General Distribution Agent) 
P.O. Box 660603. Dallas, TX 75266-0603 

TDD/1-800-544-0118 

.Zip. 

Fidelity 
Investments • I 

CODE: FORB/FAA/052989 
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Michael Cohl got his start running a striptease joint in Ottawa. 
Now he s partners with the Bronfmans and paying the Rolling 
Stones $70 million to hit the road. 

It's only rock 'n' roll, 
but he likes it 

By Lisa Gubernick 

WHEN I WAS IN COLLEGE," Says 
Michael Cohl, now a beard- 
ed, blue-jeancd 41-year-old, "I 

decided it would be a terrible thing to 
work for a living." Now rock music, 
that was different. That was fun, not 
work. Anyhow, he figured that as a 

rock promoter he could make $6,000 a 
year on each concert and "have to 
work only 12 days a year." 

It hasn't quite worked out that way. 
While Mike Cohl is promoting rock 

concerts these days (not to mention 
Broadway shows, boxing and tennis 
matches, along with tractor pulls), he 
puts in 10-to-12-hour days. But it's 

Lurramc Parum FIP*I Lighi 

r'i bael (obi 
"And I get paid JOT doing this." 

not unrewarding drudgery. His Toron- 
to-based BCL Entertainment Corp. 
has become one of the biggest music 
promotion and merchandising busi- 
nesses in North America. Last fiscal 
year (ended Apr. 30) Cohl's company 
promoted or merchandised some 
6,000 events, generating over $200 
million in revenues. 

This year, according to Cohl's pro- 
jections, it should be well over 50% 
more. One reason: Cohl has landed 
the hottest tour of the year, the fall 
reunion of the Rolling Stones (FORBES, 
May 15). 

Not bad for a guy whose first entre- 
preneurial effort was a striptease joint 
in Ottawa. Pandora's Box, says Cohl, 
paid the bills while he was getting 
going in the rock business. 

Cohl ran his first concert in 1969 
when he brought country music sing- 
er Buck Owens and the stars of Hee 
I law to play the 18,000-seat Maple 
Leaf Gardens, Toronto's only arena. 
Why Buck Owens? "No one else 
would talk to me," says Cohl. 

It was a disaster. Cohl managed to 
sell only about 2,300 of the stadium's 
seats. He had to borrow $12,500 from 
the stadium's owner, Harold Ballard, 
to cover the country singer's fee. Al- 
though Cohl lost $25,000 on that de- 
bacle, he convinced friends and fam- 
ily that he would eventually make 
money—and got them to foot the bill 
for another half-dozen moneylosing 
concerts. 

Cohl finally scored with a New 
Year's Eve concert in 1970 featuring 
Johnny Winter and Rare Earth. Over 
18,000 youngsters showed up, reve- 
nues totaled $140,000—and Cohl 
shut down the striptease operation 
and moved full time into rock 'n' roll. 

Over the next decade he built the 
biggest concert promotion business in 
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THIS IS A MOMENT     \ 
FOR A MACANUDO.     ^ 

V W'r 

After all, a man doesn't get promoted every day. 

Montego YCia 1989, 

Some moments in a man's life are meant to be savored for all 
they're worth. 

So is a Macanudo. 
In an age when speed is all too often the order of the day, the men of 

Macanudo still take more than two years to turn the finest tobaccos in 
the world into the ultimate cigar. 

And they still craft each cigar step by step by hand, just the way the 
first Macanudo cigars were made more than a century ago. 

No wonder more and more men have come to realize that this is the 
cigar with the sweet smell of success. 

This Father's Day, ask your favorite smoke shop for the box of 
Macanudo cigars that was made for you. And let any moment worth 
savoring linger in your mind with the taste and aroma of a Macanudo. 

MACANUDO® The Ultimate Cigar 



MACHI LPS YOU BUILD FOR THE FUTURE. 
into reality. 

So when you're building for the future, there's 
a monetary mechanism that should be part of 
your plans. The Xerox Financial Machine. 

You can finance anything from a single Xerox 
copier to a major expansion of your facilities 
through Xerox Credit Corporation. There's pro- 
perty/casualty insurance for your offices, factory 
equipment and vehicles from Crum and Forster. 
Investment banking and asset management 
are specialties of Furman Selz. Van Kampen 
Merritt capital markets expertise can help you 

structure solid funding for industrial and 
commercial developments. And your dreams 
for retirement can be more secure with the life 
insurance and annuities of Xerox Life. 

It's all part of Xerox Financial Services; a 
diversified group of financial companies with a 
singular standard of excellence. All geared to 
help power your current expansion. 

So you can expand your horizons. 
To find out how The Xerox Financial Machine 

can help you, write Xerox Financial Services, 
P.O. Box 5000, Norwalk, CT 06856. 

Ti 

laipai 

ffl     — 

••f      -m 

0P     II    -" 

!   1484 XEROX CORPORATION 
XEROX* and THE FINANCIAL MAC MINI 

arc marks of XEROX CORPORATION 



s 
^OKS?> 

IU 



REVERSO. 

AHEAD  OF  ITS TIME  SINCE   1931. 

PURE ART DECO LIVES ON IN THIS 

UNCOMMON TIMEPIECE WHICH HAS BEEN 

CRAFTED BY OUR WATCHMAKERS FOR 

MORE THAN 50 YEARS.   THE REVERSIBLE 

CASE IS ABSOLUTELY UNIQUE.   AN 

ENGRAVED MONOGRAM MAKES THE 

REVERSO A JEWEL OF A WATCH.   A 

CHERISHED COLLECTOR'S ITEM SINCE 1931. 

^AEGER-LECOIJLTRE* 

II R E V E  & CO. 
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Canada, handling tours for everyone 
from the Grateful Dead to Frank Sina- 
tra. But, for Cohl, music was not 
enough. 

"Michael may look like an old hip- 
pie," says William Morris music 
agent Shelly Schultz, "but he's a terri- 
bly bright businessman." Thus, Cohl 
recognized that he could make much 
more money if he were selling T 
shirts, sweatshirts, programs, pins 
and other doodads along with the 
tickets. Which is why, in the early 
1980s, Cohl went shopping for a mer- 
chandiser. He ended up with New 
York-based Brockum, then a $12 mil- 
lion licenser of bands such as Def Lep- 
pard and Pink Floyd and a distant sec- 
ond in the merchandising business to 
Winterland, now owned by MCA. 

Cohl needed some $6 million to 
cover the Brockum purchase and a 
line of working capital. He tried a 
public offering on the Toronto Stock 
Exchange, but nobody bought. Where 
to go for cash? His old friend Maple 
Leaf stadium owner Harold Ballard 
was once again happy to lend—albeit 
at a rather extortionate 20%. 

Cohl used Ballard's money to put 
Brockum on the map. In the summer 
of 1984 the hottest thing going was 
the Michael Jackson and family's Vic- 
tory Tour. Cohl spent six months try- 
ing to woo the U.S. promoters and 
ended up with the merchandising 
rights. 

Luckily for him, the Jackson family 
had ditched the first promoter, boxing 
impresario Don King, when they be- 
gan to feel he was better at promoting 
his interests than theirs. The second 
guy to buy into the Victory Tour, 
sports promoter Chuck Sullivan, 
overpaid to get into the deal. He ended 
up hemorrhaging cash. Enter Cohl, 
who offered to help out in return for a 
piece of the box office. Sullivan 
obliged. 

Instead of competing against local 
promoters, as Sullivan had done, Cohl 
began working with them, by paying 
them either an upfront fee or a frac- 
tional percentage of the box office. 
Good move. The local guys, naturally, 
know the local rules of the game. So, 
for instance, while a stage crew might 
charge an out-of-town promoter for 
seven days' work, the locals might get 
it all done in three. 

Costs went down (stagehands' bills, 
for instance, dropped nearly in half, 
from $150,000 to $80,000) and reve- 
nues went up as the local promoters 
pushed even harder to sell the Jack- 
sons' tickets. Including merchandis- 
ing, Cohl made over $1 million on the 
52 dates he managed. 

After the Jacksons put Brockum on 
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the merchandising map, Cohl went 
looking for a less expensive source of 
cash. In 1987 he found one: John La- 
batt, Ltd., controlled by the Bronfman 
family. Labatt's main business, beer, 
had matured, and the $4 billion brew- 
er was looking to diversify. 

"We were throwing a lot of money 
into the concert business to promote 
our products, and we decided we 
would like to get some of that mon- 
ey back," says Labatt's Sidney 
Oland. In December 1987 Labatt 
bought a 45% chunk of CPI for a 
reported $25 million. 

Thanks to the Bronfman bankroll, 
Cohl is nip and tuck with MCA'S Win- 
terland as North America's preemi- 
nent music merchandiser. Over the 
last couple of years Cohl has bought 
market share, pushing prices higher 
and margins tighter on concert mer- 
chandise. "He doubled the stakes of 

Over the last couple years 
Cohl has bought market 
share, pushing prices 
higher and margins tighter 
on concert merchandise. 
Last year, for instance, Cohl 
paid over S3 million for the 
rights to merchandise 
memorabilia for the heavy 
metal band Guns N' Roses. 
That was one of the highest 
prices paid for a heavy 
metal act's T shirt 
concession. But the bet 
appears to have paid off. 

the game," says Winterland's Chief 
Executive Dell Furano. 

Last year, for instance, Cohl paid 
over $3 million for the rights to mer- 
chandise memorabilia for the heavy 
metal band Guns N' Roses, one of the 
highest prices ever for a heavy metal 
act's T shirt concession. But the bet 
appears to have paid off. The teen- 
agers who pushed the deafening band 
to the top of the music charts are now 
buying truckloads of its T shirts. A 
black jersey featuring the scowling 
five-some is now Brockum's bestsell- 
ing item, priced at $18 to $20. And 
merchandising rights should help de- 
fray the $70 million Cohl just agreed 
to pay to put the Rolling Stones on the 
road in September. 

What next? Cohl has his eye on 
expanding into the retail market, per- 
haps buying up a chain of record 
stores. "Still the high point of all 
this," says Cohl, "is to walk into a 
stadium with 20,000 people scream- 
ing and yelling and look around and 
say to myself. . . and I get paid for 
doing this." ■ 
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It was created by a team of 

engineers whose mission is 

not to follow the market, but 

to lead the aviation world. 

Designed and fabricated to 

a higher standard, it performs 

at a higher standard. It is 

arguably the most precise 

flying instrument ever placed 

in the hands of civilian pilots. 

It is no mere business jet. 

It is the Falcon Jet. 

A higher standard. 

FalconJet 
Teterboro. New Jersey 07608 



So you think you 11 get rich in the penny 
stock market? Read this story first. 

"How did I know 
the guy was 

calling from jail?" 

By Richard L. Stern 

JAMIE DARDER IS seated in a 
New York restaurant talking 
with a reporter, and tears begin 

to fill his eyes and run down his 
cheeks. People at nearby tables are 
beginning to stare. But Darder goes on 
talking and weeping. He is talking 
about the billion-dollar shareholder 
lawsuit he's named in, alleging fraud 
and stock manipulation. He sniffles 

and wipes his eyes, explaining that 
the Securities & Exchange Commis- 
sion is also investigating him for 
stock fraud. "I'm flat broke, no one 
wants to do business with me," 
Darder moans. 

Jamie Darder, born in Spain 45 
years ago and now a U.S. citizen, was 
making a nice living working as an 
advertising and cosmetics executive. 
But then he fell in with a crew of some 
of the cleverest stock hustlers at large 

today. These hustlers, one Juan Car- 
los Schidlowski and his old buddy Jo- 
seph Pignatiello, are masters at their 
craft. If you ever come across them, 
hold on to your wallet and give them a 
wide berth. 

Poor Jamie Darder did neither, and 
that's why he is broke and crying in 
front of a restaurant full of people. 
Observe the photograph on page 122. 
It shows a rather crude plastic object 
that unfolds to becomes a twin-blade 
razor. Retail price: 25 cents. It re- 
mains to be seen whether it has any 
advantages over the popular, widely 
available disposable razors made by 
such marketing powerhouses as Bic 
and Gillette. Yet Darder somehow 
convinced himself it was the key to 
vast riches. 

The razors first turned up in the 
U.S. in about 1982 when a Los Ange- 
les company called Lexco bought 2 
million of them and the distribution 
rights for the Western Hemisphere 
and the Far East from a company 
called Elberel Italiana, in Bologna, Ita- 
ly. The Californians behind Lexco 
grew frustrated after spending 
$650,000 on marketing and advertis- 
ing with scant result. 

Enter Jamie Darder. He had heard of 
the razor on a trip to Italy. The Elberel 

Robin Bownun 

the new disposable razor from Italy 
"If I can just raise some money, I can make a killing." 
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The 1989 Jaguar XJ6—its elegance is 
refreshing. Unmistakably Jaguar, the 
XJ6 reflects the classic character of its 
forebears, while achieving a higher 
degree of aerodynamic efficiency and 
hign-speed stability. 

Beneath the low, tapering hood 
resides Jaguar's latest masterpiece in 
double overhead cam engine design. 
Jaguar's light-alloy 3.6-liter engine 
incorporates the added sophistication 
of four valves per cylinder for enhanced 
power and responsiveness. Revised 
torque converter specifications and a 
new final drive ratio for 1989 give the 
XJ6 even more vivid performance. 

Jaguar's fully independent suspen- 

sion provides smooth riding comfort and 
athletic handling agility. Patented pen- 
dulum isolation tunes out the annoying 
effects of minor road imperfections. The 
self-leveling rear suspension automati- 
cally compensates for changes in pas- 
senger or cargo loads. And Jaguar's 
four-wheel power disc brakes are com- 
plemented by one of the most 
advanced anti-lock (ABS) systems. 

Spacious and serene, the XJ6 cabin 
is ricn in Old World splendor and 
enlightened comfort and conveniences. 
It is trimmed with hand-finished and 
inlaid walnut veneers. The orthopedi- 
cally contoured seats are faced with 
finely stitched leather. The automatic 

climate control system is regulated by 
computer. The 80-watt stereo system 
plays through six speakers. Infrared 
remote control lets you operate the cen- 
tral locking system without a key. 

To appreciate all of the art and 
Jaguar traditions of the XJ6, see your 
dealer for a test drive. He can provide 
details on Jaguar's uniquely compre- 
hensive three-year/36,000-mile limited 
warranty, applicable in the USA and 
Canada, and on Jaguar's Service-On- 
SiteSM Roadside Assistance Plan. For the 
name of the dealer nearest you, call 
toll-free: 1-800-4-JAGUAR. 
Jaguar Cars Inc., Leonia, NJ 07605 

ENJOY TOMORROW. BUCKLE UP TODAY. 

The British 
have an affection 
for art and tradition 
and a motorcar 
that embodies both. 
The 1989 Jaguar XJ6 

STOWON- A BU£NCHNG OF ART AND MACHINE 



company was happy to 
sell him the patent for 
$135,000, plus royalties, 
if any. 

Darder began looking 
for capital to exploit his 
discovery. "I've got just 
the man for you," said 
an acquaintance, and 
Darder flew to Barcelo- 
na, Spain, where he met 
Juan Carlos Schid- 
lowski. Schidlowski had 
a way with words and 
boasted of lots of finan- 
cial contacts. He did not 
bother to tell Darder 
that he was living in 
Spain because he was on 
the lam, having fled the 
U.S. rather than serve a 
jail term for offenses re- 
lated to stock scams he 
ran out of a Denver- 
based penny stock firm 
called OTC Net that he 
owned in the early 1980s 
(FORBES, Jan 4, 1982). 

Schidlowski played Darder careful- 
ly, kept him on the hook for months, 
even at one point used Darder's con- 
tacts in Spain in an attempt to market 
an allegedly "revolutionary" auto air 

DIMIUI i Ferris 

The original collapsible, disposable razor folds to matchbox size 
Darder convinced himself it was the key to vast riches. 

conditioner to the folks at Fiat in 
Spain. (They didn't bite.) 

"I'd given up on Schidlowski," 
Darder recalls. "Then one day I was 
told to take collect calls from some- 

one named foe Pignatiel- 
lo." It was spring of 
1987. Joseph V. Pigna- 
tiello—known in the 
penny stock rackets as 
"the pig"—had been one 
of Schidlowski's part- 
ners at OTC Net, which 
closed down in 1982, 
amid a barrage of SEC 
charges. But while 
Schidlowski was living 
high on the hog in Barce- 
lona, Pignatiello was in 
the federal pen in Fort 
Worth serving a two- 
year sentence in connec- 
tion with OTC Net's 
stock scams. 

"How the hell did I 
know he was calling me 
from jail?" Darder 
moans. 

In any case, by Octo- 
ber Pignatiello was out, 
and Darder flew to Den- 
ver for a series of meet- 
ings in the fancy home 

Pignatiello had managed to hang on to 
while he was a guest of Uncle Sam. 

Pignatiello, obviously realizing he 
had a live one, quickly arranged a 
meeting with a man named Henry 

1989 Cemel Corporation 

8 POUNDS, 3 OUNCES" 

For more information, write Centel l . Dept A. 8725 Higgins Road Chicago IL 60631 



Fong who runs something called 
Equitex. 

Equitex is a mutual fund that holds 
a lot of shell companies, basically 
names that are publicly traded, ac- 
quired for practically nothing. Fong, 
then, was running a kind of wholesale 
outlet for brokers to acquire merchan- 
dise to sell to the public. 

Equitex held 38 million shares of 
something called Star Publications (a 
shell, remember, of little value and 
certainly not a star in any sense), and 
a deal was struck. By that time Darder 
had set up a company called Innervi- 
sion, which held the razor patent. In- 
nervision was merged into Star. 
Darder got 400 million shares of re- 
stricted stock and was named presi- 
dent and chairman of the new Star 
Publications, which was suddenly a 
razor company. 

For his troubles, Pignatiello was 
promised $100,000 and 32 million 
shares of Star stock. Fong would later 
unload some 5 million shares at sub- 
stantially more than what he paid. 

A Las Vegas-based brokerage firm 
named Power Securities, which spe- 
cialized in questionable merchandise, 
got in on the deal, and its 1,300 sales- 
men hit the phones selling shares. 
Ads pushing the stock began appear- 

ing: "If you love the razor, consider 
buying the shares." The ads also 
spoke about a distribution contract 
and the possible sale of hundreds of 
millions of razors. Darder says the 
advertisements, which weren't placed 
by him, were lies. Through the spring 
and fall -of 1988, Star Publications 
stock climbed to 16 cents a share. 

Joseph Pignatiello—known 
as "the pig"—had been one 
of Schidlowski's partners. 
But while Schidlowski was 
living high on the hog in 
Barcelona, Pignatiello was 
in the federal pen in 
connection with stock 
scams. "How the hell did I 
know he was calling me from, 
jail?" Darder moans. 

Darder and Fong had made milllions 
on paper. 

The party ended when Power closed 
down under scrutiny by securities 
regulators. With no sales force to hype 
it, the stock is now worthless. 

Star stockholders filed their $1.35 
billion suit, alleging they had been 
duped. The New York State Attorney 
General and the SEC are investigating 

manipulation and whether material 
information was properly disclosed. 

Even if the product had been a hit, it 
is by no means certain that Star share- 
holders would have made a dime. A 
Los Angeles businessman named Da- 
vid Cohen had gotten interested in 
the razor about the same time as 
Darder and eventually bought Lexco's 
distribution rights. An arbitrator later 
ruled that Cohen's company, Ad- 
Shave, owned the razor's sole distri- 
bution rights for North America and 
the Far East. 

"I'm a marketing and advertising 
man. I depended on the lawyers. I 
don't know anything about stock," 
whines Darder. Counters James Hart- 
man, the lawyer handling the stock- 
holder class action suit, "Stupidity is 
no defense." 

And still Jamie Darder has not giv- 
en up. If you look at the photo on page 
120, you'll see Darder holding a new 
kind of disposable razor known as the 
Voyager from the same Italian who 
designed the collapsible matchbox ra- 
zor. Never mind that Cohen says he 
owns the distribution rights to the 
Voyager as well. Darder, fighting back 
his anger, denies Cohen's claim: "If I 
can just raise some money, I can make 
a killing." ■ 
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CENTEL 
A star is born. And Centel helps spread the word even 

more quickly and clearly than ever, thanks to 

technical advances in fiber optics and digital switching — 

areas in which our telephone operations have 

demonstrated innovative leadership for years. The same 

is true of our cellular system, already second in 

number of markets served and growing fast. All of which 

helps us bring people a little closer together each day. 

WHERE PEOPLE CONNECT 

• Telephone ■ Cellular Communications ■ 
• Business Systems ■ Power Distribution • 



Gerry Angulo learned about business by fixing broken compa- 
nies. Now he's applying his knowledge and his experience to 
picking stocks. Hes been managing money for less than two 
years so far, but his record is remarkable. 

Count the cash 
and go home early 

By Tatiana Pouschine 

F| OR A MAN OF 32, Gerry Angulo 
has had more than his share of 

hard knocks. When he was a kid 
of 4 his Cuban parents fled with him 
from the Castro terror, taking some 
cash and jewelry but leaving their 
valuable property behind. 

His  parents   slowly  rebuilt   their 

lives and Gerry went to Princeton and 
Harvard Business School. He was 
soon flourishing. After graduation in 
1980 he was hired by the estate of the 
late Mauncio Hochschild, the tin bar- 
on of Bolivia. Hochschild left in trust 
for charity a holding comprising over 
100 companies around the world. 
Many of them were foundering. 

Angulo's first assignment was to 
l 1.HHII> 

hirst I  err}1 Attgulo 
Is he the next Warren Buffett? 

stem losses at Trobana, a banana flake 
company located in Machala in the 
jungles of Ecuador. "It was the only 
producer in the world of dehydrated 
banana flakes for baby food," he says. 
But some of the chips were contami- 
nated, and Angulo spotted the trou- 
ble. A conveyor had broken down and 
factory workers were transporting 
chips manually in trash cans. "The 
chips were exposed too long to the 
humid jungle climate," says Angulo. 
He corrected the problem, turned the 
firm profitable and sold it. 

Thus during four years of wrestling 
with reality did Angulo learn about 
the complex and tough world behind 
the figures on a balance sheet. He 
worked four years fixing Hochschild's 
companies. 

One day in 1984 a headhunter 
called. Would Gerry Angulo be inter- 
ested in working for a famous Wall 
Streeter who would pay big money 
and bigger bonuses? The job sounded 
exciting. Angulo took it. 

Hard knock number two: The Wall 
Streeter was Ivan Boesky. "I didn't 
know who Boesky was at the time," 
Angulo says. He spent 2Vi years man- 
aging money and evaluating invest- 
ments for Boesky. 

Angulo came out clean in the sub- 
sequent criminal investigation. He 
had, however, developed a taste for 
the investment business. In late 1987, 
in the wake of the crash, Angulo set 
up as a money manager under the 
name of First Capital Partners. The 
Boesky connection was no asset but 
Angulo overcame it. He started with 
$20 million for investing in stock, 
most of it from one wealthy investor. 
Profits and new money swelled that 
to $100 million in less than two years. 

In 1988 the partnership's invest- 
ments increased 142%. So far in 1989 
they arc up another 70%. 
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Yovlxz lookingat the wrong part of the tire. 
No matter how long you stare 

at the tread, it won't tell you. If 
you want to know how good a 
tire is, read the warranty. 

Riken backs its STX Radials 
with one of the strongest war- 
ranties available from any tire 

manufacturer. From forty to sixty 
thousand miles, depending on the series. 

That's because every Riken STX Radial 
has a computer-formulated, all-season tread 
©1989 Riken-America, Inc. 

designed for the specific aspect ratio of each 
tire series-75,70,65, and 60. This specifi- 
city, combined with the stringent material 
control of our manufacturing process, 
provides unsurpassable traction, handling 
and longevity. 

So, the next time you need tires, visit a 
Riken Dealer. And take a look 
at some radials that perform 
where it really counts. 

On paper. 
For the name of the Riken Dealer nearest you, call 1-800-635-7500. 



Angulo's favorite stocks 
Below, Gerry Angulo lists his favorite stocks and indi-     er or not to buy and when to sell. The table includes the 
cates something of his method—how he uses numbers,     stocks he owns (yellow) as well as the stocks he wants 
especially a company's cash flow, to determine wheth-     to own (blue) when their price is right. 

Company 

Angulo's 
average 
buying 
price 

Rece 
price 
per 

share 

nt market 
capital- 
ization1 

Long- 
term 
debt 

Excess 
working 
capital 

Minimum 
buyout 
capital2 

Free 
cash 
flow3 

Cash 
flow 

multiple4 
Poison 

pill 

Angulo's 
top selling 

price 

Navistar 5 5 $1,405 $181 $404 $1,182 $331 3.5 No $10 

Eagle-Picher 13 13 139 105 12 232 84 2.7 Yes 30 

DC NY 16 17% 144 NA NA 144 50-60 NA No 40 

Interlake 39% 40 405 77 50 432 98 4.4 Yes 70 

Crystal Oil 1.53 2". 66 38 40 64 NA NA No 6 

Chrysler — 23W 5,426 3,528 3,131 5,823 2,705 2.2 Yes 50 

Vista Chemical — 58 880 212 1 1,091 218 5.0 Yes 85 

Owens-Corning — 29 1,163 1,595 25 2,733 477 5.7 Yes 45 

Caesars World — 32'/. 804 457 192 1,069 176 6.1 No 46 

Chesapeake — 23% 482 214 0 696 110 6.3 Yes 32 

Intl Minerals & Chem — 42~- 1,243 707 215 1,735 257 6.8 Yes 54 

Georgia Gulf — 40". 1,053 42 24 1,071 173 6.2 Yes 53 

NA \c>i applicable    'Common and all preferred 
'Buyout cap divided by free cash How 

-Tut.il capitalization including U ing-term dehi l< *ss excess \\ 11 kinj> capital    'Restated actual cash generation. 
Sonne Gerry Angulo, First Capital Partners 

It is, of course, too early to proclaim 
Gerry Angulo as the next Warren Buf- 
fett, but he is certainly off to an auspi- 
cious start. His investment philoso- 
phy is hardly unique, but he practices 
it with unusual skill. 

Angulo virtually ignores earnings 
and concentrates on cash flow. As an 
inflexible rule, he will never ever pay 
more than six times cash flow for a 
stock but usually pays a great deal 
less. (See table.) 

He doesn't buy a lot of stocks; right 
now he holds only five. He further 
reinforces this concentration with the 
use of leverage: As long as he can find 
stocks that meet his definitions he 
buys on 50% margin. When the stock 

:s his predetermined objective 
lis—no ifs, ands or buts. Trained 
lusinessman rather than as a pro- 

!L ssional investor, he values a compa- 
ny as a going business, buys when he 
sees a stock at a substantial discount 
from going business value and sells 

• hen it reaches that value. 
•  instance, at the end of April 
llo  sold   his   position  in   Avon 

v had bought Avon at the 
end of March at an average price ol 

share, or about sis times cash 
When   tak speculation 

do sold at an 
nice   he   had 

margin and held 
figures   his 

vstment 
* 37, but 

Angulo merely shrugs   'You can call 
me dumb tor gome I: '.   Hut I'd 
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rather be dumb and make money than 
be a genius and miss out." 

Angulo is a big, restless man who 
seems to subsist on diet cola and five 
hours of sleep. He relaxes by tooling 
around Manhattan in his "bargain" 
Silver Shadow Rolls-Royce, bought in 
England when the dollar was strong, 
the pound weak. Vacations? He's 
been known to spend those studying 
languages. So far he's fluent in six, 
including Arabic and German. 

Bocsky apparently hired him on the 
basis of his ability to analyze busi- 
nesses. Within two weeks of his arriv- 
al, he recommended Scott & Fetzer, 
whose shares were trading at around 
40. He assigned a fundamental value 
to the shares of 55 to 60. About two 
months later, a takeover battle began 
that drove the stock price into the 
60s. Later Warren Buffett agreed to 
buy the company for $61 a share. 

Angulo applied the valuation tech- 
niques he had learned to arbitrage. 
When Angulo evaluated the bid for 
Hoover in the fall of 1985, for exam- 
ple, many arbitragers added to the 
deal S10 a share of pension overfund- 
mg. Angulo didn't because his work 
showed that the pension money was 
of British origin, which meant it 
couldn't be accessed. It took a week 
for the market to correct the mistake 
and the stock to drop. 

At First Capital Partners Angulo's 
major investments are in listed firms 
he feels would make good leveraged 
buyouts or acquisitions: inexpensive, 
mundane businesses with solid cash 

flows. Angulo doesn't accept cash 
flow numbers provided in annual re- 
ports or by various services but de- 
rives them himself through painstak- 
ing analysis. 

If a company has some cheap long- 
term debt, for example, he notes when 
it is coming due and determines the 
cost to cash flow of replacing it. He 
considers the firm's need to make cap- 
ital expenditures and makes judg- 
ments on just when it will have to lay 
out cash. He looks at pension liabil- 
ities versus funding, does some arith- 
metic and determines if the plan is 
overfunded. He has found plans with 
three times their stated excess. 

Right now Angulo is keen on Eagle- 
Picher Industries, a $770 million 
(sales) manufacturer of machinery 
and automotive parts. At $13 per 
share, the stock is selling under three 
times cash flow. The problem: an as- 
bestos-related suit against the firm. 
Eagle set aside $559.5 million to fund 
the future liability. The market prices 
the stock as if it expected Eagle-Picher 
to have to pay much more. 

Angulo figures differently. The tim- 
ing of such a liability is key, he ex- 
plains; $1 due ten years from now is 
not really a dollar but an amount sub- 
stantially discounted from that. An- 
gulo examined similar cases and esti- 
mated Eagle's probable settlement 
date and probable payments. After 
discounting these future cash out- 
flows to present value he concluded 
that Eagle-Picher has overreserved, 
not undcrrcscrved. 
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Many financial institutions 
can manage your portfolio. But 
getting a variety of specialized 
services you may need, and 
want, is another matter. 

That's why we created the 
Merrill Lynch Consults™ Service, 
to make available to you individ- 
ualized portfolio management, 
along with other related services. 

Your Merrill Lynch Financial 
Consultant can work with you to 
help identify your investment 
objectives and the degree of risk 
you're willing to take. Then they'll 
help identify a portfolio manager, 
from among those participating 
in our service, whose experience 
and philosophy match your 
objectives. 

You'll also receive a detailed 
quarterly performance evaluation 
which you can review with your 
Financial Consultant, along with 

©1989 Merrill Lynch. Pierce, Fenner & Smith Inc Member SIPC 

monthly account statements. You 
can use this information to redi- 
rect the efforts of your individual 
portfolio manager, if necessary 
And, if you have any questions, 
you can call your portfolio man- 
ager directly. 

The Merrill Lynch Consults 
Service is part of our ongoing com- 
mitment to meet our client needs. 

For more information, and help 
with a risk evaluation, return the 
coupon. Or, for a faster response, 
call us or your Financial Consul- 
tant today. 

Merrill Lynch. For the services 
you deserve. 

1800 637-7455, ext. 5873 
r 

Mail to: Merrill Lynch, Pierce, Fenner and Smith Inc., Response Center, 
P.O. Box 30200, New Brunswick, NJ 08989-0200 

Please send me more information about the Merrill Lynch Consults™ Service. 

Name  

~] 

Address- 

City  

State  

Home PhoneL 

-Zip. 

) 

Merrill Lynch customers, please give the name and location of your Financial Consultant. 

5873 Merrill Lynch 
A tradition of trust 



"I think the market is 
structured to go up, simply 
because corporate America 
is leaner, its cashflows are 
strong, you have cleaner 
structures. You have a very 
good scenario to see it 
move up." But if the Dow gets 
to around 3000, leveraged 
buyouts will dry up because 
the required premiums will 
be too rich. 

Angulo also likes DCNY, a securities 
marketmaker and underwriter. The 
market punished it when it lost mon- 
ey last year. But Angulo notes that 
DCNY underwrote $3 billion in U.S. 
government securities and generates 
$50 million to $60 million in free cash 
flow in a good year. He thinks it is 
exceptionally cheap at 2.3 times cash 
flow per share. 

Angulo added Navistar to his port- 
folio when it dropped from 7Vi to 5, or 
3.5 times cash flow, on news that 
earnings would suffer from one-time 
charges related to a startup. "That 
investment has a future value which 
doesn't go away." says Angulo. 

He likes Navistar because, he says, 
it has less debt than working capital. 
Even if there isn't a takeover deal for 
Navistar, the company may decide to 
use extra cash to buy back shares. 
"The turnaround guys who came in, 
rebuilt it, changing the name from 
International Harvester, were good 
guys, very talented. First, Donald Len- 
nox, now James Cotting. They have 
built a core company that is very 
clean, cleaner than people think. The 
stock has a very strong trading pat- 
tern. It has no (poison] pill. It's a big 
company that dominates its group." 

Recently the specialty chemical in- 
dustry attracted Angulo's attention. 
He says the business is rebounding 
from its cyclical low, but the market 
isn't interested because earnings are 
still weak. But cash flows are improv- 
ing, and that usually presages higher 
earnings. Vista Chemicals and Geor- 
gia Gulf are two of his picks. 

There are some "cheap" stocks An- 
gulo wouldn't touch. He was tempted 
by Lockheed, for example, but decid- 
ed to pass. He figures Lockheed's pen- 
sion plan is overfunded by $1.25 bil- 
lion. But the money can't be touched 
without the government putting in a 
claim. As a defense contractor Lock- 
heed could use ESOPS to buy back 
stock. It didn't until a raider an: 
nounced he was accumulating shares 
last month. Then the company agreed 
to purchase 16% of its stock. The 
market wasn't impressed. "Lockheed 
is a classic case of an undervalued 
company never realizing its values," 
says Angulo. 

How did Angulo do in the October 
1987 crash? He wasn't tested because 
he didn't start running partners' mon- 
ey until right after the crash. He says, 
however, that he was negative on the 
market pre-crash because he couldn't 
find the kind of bargains he wanted. 

Angulo is the first to realize he 
can't double his and his customers' 
money every single year. He also con- 
cedes that he would have a hard time 

doing as well managing substantially 
larger sums in a bull market. He 
claims that he will think twice about 
accepting additional customers. 
Whether he will be able to resist that 
temptation remains to be seen. 

Right now he has $100 million in 
the first five stocks listed in the table. 
He concentrates his capital on those 
because they are trading at year lows, 
or very close to them. He would buy 
Vista should it drop another 4 points. 
If all of the stocks were trading at 
levels he liked, he would own all of 
them. He monitors prices closely for 
an opportunity to invest. 

Much of what he will do next, he 
says, depends on the market. If it were 
to drop sharply again it would be easi- 
er to find bargains and he would have 
no trouble investing new money. But 
he doesn't see that happening right 
now. He predicts: "The market is go- 
ing to go up. The economy is only one 
side of it. When the crash occurred, 
most of the institutions reduced their 
portfolios to a small core stock posi- 
tion. What has happened is that cor- 
porate America over the past ten years 
has been making itself a lot more effi- 
cient, because of takeover activity 
[which recognizes] real fundamental 
value. 

"I think the market is structured to 
go up, simply because corporate 
America is leaner, its cash flows are 
strong, you have cleaner structures. I 
think you have a very good scenario to 
see it move up." But, he adds, if the 
Dow gets to around 3000, leveraged 
buyouts will dry up because the re- 
quired premiums will be too rich. 

"If it were an ideal world, and all 
the values were reflected today, I 
think the market should be trading at 
about 2500. But I think the technical 
aspects of the market will push the 
market up above 2500, to possibly 
3000 within the next 12 months." 

Is Gerry Angulo just another of the 
stock market's overnight wonders, a 
man with a lucky streak, compound- 
ed by his practice of buying on mar- 
gin? It's too early to tell, but this 
much we can vouch for: His research 
is exceptionally meticulous and his 
judgments, based on his own business 
experience, go far deeper than those of 
most investment pros. At any rate, we 
append hereto a list of his current 
holdings along with their purchase 
prices and price objectives; also a list 
of stocks he'd like to own if they were 
a bit cheaper. Check this list a year 
from now—we certainly will—and 
see whether he's beaten the market 
and by how much. A year from now 
we'll have a better idea as to Gerry 
Angulo's staying power. ■ 
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Profile in quality #3: 
Prevention. 

Ford Motor Company believes 
in prevention. Beginning with 
the prototype stage, we test m 

models of our Fords, Mereurys 
and Lincolns on a gruelling 
"roller road" shaker machine. 
While this is going on, our 
engineers are listening for 
possible squeaks and rattles with 
highly sensitive stethoscopes 
(much like your doctor uses). By doing 
this, we can help engineer squeaks 
and rattles out, before you ever get in. 
W hen quality is job 1—you dont do 
it any other way. 

Fbrd, Mercury, Lincoln, I 
Our goal is to build the highest^quality cars 

and trucks in the world! ^-ZT?^-^ 

ill 
ther we can save lives. 
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If anyone tries to peddle you anything 
listed on the Vancouver Stock Exchange, 
hang up fast. There isnt any gold in Van- 
couver, but there s plenty of brass. 

Scam capital 
of the world 

By Joe Queenan 

IIKE MOST LARGE North American 
_ cities, Vancouver has a serious 
I garbage disposal problem, but 

this one is unique. The garbage is the 
Vancouver Stock Exchange. It is pol- 
luting much of the civilized world. 

The VSE, founded in 1907, is the 
longest-standing joke in North Amer- 
ica, the Cubs included. Each year it 
sucks billions of dollars 
out of legitimate markets 
by inducing dupes in 
North America and Eu- 
rope to invest in mysteri- 
ous outfits making hydro- 
douches, computerized 
golf courses and airborne 
farm equipment. 

Rumored to be a laun- 
dering  vehicle   for   mob- 
sters    and    undesirables 
such as Ferdinand Marcos, 
the  VSE  is piously  defended  by  its 
members and local politicians. They 
say it is a vital source of seed money 
for intrepid investors seeking to trans- 
form their brainchildren into the next 
Xerox. Usually, the brainchildren are 
born brain dead, and the next Xerox 
turns out to be the last Hydrodouche. 

"Half the companies on the VSE are 
out-and-out scams," says Vancouver 
writer Adrian du Plessis, formerly a 

floor trader. "And most of the rest 
rig jobs of some sort." 

Besides being home to the VSE, this 
city of 1.5 million pe< \  e is the hallu- 

ip   alof North America. 
rie point, the powers-that-bc 

in Canada, which has no Securities Os 
Commission but regulates 

province-by-prov- 
eem to have decided to 

turn nlumbia into a financial 
combat zone. Though the sleazeball 
entrepreneurs who launch these crud- 

dy companies may come and go, the 
infrastructure of chicanery remains in 
the 46 firms that make up the VSE. 
New companies are merely the vehi- 
cles the underwriters use to perpe- 
trate their latest depredations. Thus 
the legendary Harry Moll, who started 
out in the oil business, resurfaces 
with the Proprietary Viscosity Con- 
trol System, the self-watering Deco- 
Plant Minder, and a breakthrough 

technology called stereo- 
lithography. Nobody 
blinks or even chuckles. 

In 1988 the VSE account- 
ed for a third of all trading 
volume in Canada—3.5 
billion shares, worth $3.3 
billion. (All figures are in 
Canadian dollars, unless 
otherwise noted.) A lot of 
that volume, one sus- 
pects, was wash sales and 
money laundered through 

shells that were mining outfits on 
Tuesday but by Thursday were in the 
three-dimensional, pangalactic anti- 
AIDS cybernetics business. 

Listing requirements on the VSE are 
much more relaxed than in the U.S. A 
company can go public for as little as 
$600,000, all fees included. Though 
the VSE boasts about the $1 billion in 
venture capital it raised last year, the 
only comprehensive study of the VSE 
ever conducted, concluded in 1979, 
reported that only an estimated 51% 
of the money raised actually goes to 
the companies, the rest being split by 
brokers and promoters. The study 
also found that investors in the VSE 
lose 84% of their money some of the 
time and all of it 40% of the time. The 
study was interred, unpublished, by 
the British Columbia government. 

Generally speaking, the most re- 
spected fiction writers in Canada arc 
Margaret Atwood and Robertson Da- 

vies, but no one churns out a body of 
fiction of as consistently high a quali- 
ty as the companies listed on the VSE. 
The exchange's own press releases 
tout the VSE as a home for junior min- 
ing companies, noting that "of the 
more than 2,300 companies listed on 
the VSE as of the end of 1988, 72% or 
almost 1,500 issues were natural-re- 
source related." Actually, 1,500 into 
2,300 is 65%, not 72%, which gives 
you an idea how trustworthy num- 
bers are out here. 

Moreover, according to writer Du 
Plessis, out of 1,205 mining compa- 
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7Zw Vancouver Stock Exchange building 
President Don Hudson blames "unobjective' 

■-man McCall North Light 

observers for the VSE's poor image. 

nies on the VSE, only about 50 actually 
produce minerals, and only 10 to 15 
are profitable. Other journalists say 
that not more than a tenth of the 
2,300 companies listed on the VSE are 
real companies, in the sense that they 
have earnings, profits, employees, 
products or futures. But brokers unaf- 
filiated with the exchange look baf- 
fled when asked how many legitimate 
companies there are on an exchange 
where Technigen once vaulted to S16 
a share with promises of a computer- 
ized golf course and driving range. 

"I don't know of any," says one. 

"You go into a stock because you 
know the promoter can run it up to 12 
bucks, and then you try to get out 
before the bottom falls out." When 
John Woods, editor of Vancouver Stock- 
watch, was asked how many VSE com- 
panies actually evolved into "real" 
companies that stayed around for a 
few years, he looked amused. "One 
percent?" he theorized. "Well, that's 
the pessimistic view. The optimistic 
view? Two percent." 

The VSE is a self-regulating organi- 
zation, meaning that its transgres- 
sions must be punished by the same 

brokerage firms that routinely perpe- 
trate them. Since it is infested with 
crooked promoters, sons of crooked 
promoters and sons of friends of 
crooked promoters, having the VSE 
regulate itself is like hiring the Gesta- 
po to supervise the ss. VSE President 
Donald Hudson told FORBES he is 
tired of negative portrayals of the ex- 
change by unobjective observers. For 
example, he objects to published re- 
ports that Alfred Woo, VSE vice presi- 
dent of listings, was recently dumped 
by the exchange for circulating a let- 
ter critical of stock promotions. He 
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says Woo's resignation is unre- 
lated to the letter. 

Because most of the stocks 
listed on the VSE are penny 
stocks, there is a misconception 
in the U.S. that investor losses 
are microscopic. Untrue. Lots of 
these stocks have market caps 
of $150 million for minutes at a 
time before their abrupt descent 
into oblivion. International Til- 
lex Enterprises, a New York- 
based mining and insurance 
company, went from 30 cents a 
share in 1985 to $77 a pop in 
1986 before it was delisted, 
turning $172 million worth of 
stock certificates into confetti. 
That was chump change com- 
pared with the quintessential 
VSE con job: the Columbia Ho- 
mogeneous Parallel Processor. 

Chopp transmogrified itself 
from a mining outfit called Baz 
Resources trading at 17 cents in 
1984 to a "rival" of Cray Re- 
search trading at $120 a share by 
1986, with a market cap of $300 
million. Chopp had all the vital 
elements of the classic Howe 
Street Scam: an amazing tech- 
nology (a computer 100 times 
faster than Cray's fastest super- 
computer), the supposed in- 
volvement of celebrities (Mi- 
chael Jackson's younger brother 
Randy) and a cooperative press 
(journalists love rewriting these 
guys' press releases). Of course, 
it never had a product. After re- 
ality axed Chopp, it got itself 
delisted, merged with its sister 
company and navigated south 
to the U.S., where it was soon 
trading at less than a buck. 

It is hardly surprising that a 
mood of flagrant contempt foi 
the law should flourish in a 
province whose premier from 
1975 to 1986 went on trial in April tor 
insider trading. Ex-premier Bill Ben- 
nett and his brother were accused of 
dumping a half-million shares of Do- 
man securities in November 1988 nist 
20 minutes before a takeover oi Van- 

. cr's lVman Industries by Louisi- 
ana Pacific was called off. 

Phone records show that Bennett's 
was m constant contact with 

lumber executive Herb Doman's of- 
that   morning.   Alter   the   an- 

tneni  shares oi Doman dived 
nth not- 

when  K>KIUS asked Tanya 
.   Jerk ot the vsi   foi 

ess stor- 
list included Doman. 

Bennett s tn.il has been a bit of a 
hoot anyway, since ex-premier, 

Humanitarian entrepreneur Lany Brilliant 

Humanitarian stock promoter Robert Friedland 

Reformed add head turned speculator Ram 1 hiss and 
scia Foundation fundraiser Wary Gravy 

whose major fundraisers are VSE nota- 
bles, was snatched away from much 
tougher Ontario prosecutors to be 
tried in the friendlier confines of Brit- 
ish Columbia, where lie faces far less 
stringent penalties in the court of a 
liidge reported to be soft on white- 
collar crime. 

As the Bennett scandal illustrates, 
Vancouver is an extraordinarily 
chummy place, where a stock pro- 
moter can wander straight from the 
VSE into public office. He can also get 
his wife into the act. Consider Glider 
Resources, a mining outfit that went 
public at 50 cents a share last June, 
and then decided to become a bat 
sanctuary. That didn't pan out either, 
so it devolved into a real estate devel- 
opment company. One of the firm's 

managers was Yvonne Reyn- 
olds, wife of the speaker of the 
B.C. legislature, ex-stock pro- 
moter John Reynolds. 

In theory, Vancouver should 
be a short's paradise, because 
even the most adroit promoters 
can keep these surrealistic 
stocks propped up for only so 
long. However, one broker, who 
requested anonymity, says he is 
wary of shorting even the most 
deliriously idiotic VSE scams be- 
cause "it's hard to get the paper 
around here; you have to go 
down to New York and New 
Jersey to borrow it." And anoth- 
er is wary of going short for a 
quite different reason. Fear. 

"It's one thing when you're 
dealing with $3 and $4 stocks," 
he says. "But when you start 
shorting companies with a mar- 
ket cap of $150 million, you 
don't know who's on the other 
side of the deal." Asked to elab- 
orate, the broker mentions 
Swiss and Caribbean money, 
which he believes is connected 
with drugs (a huge proportion of 
Canadian drug traffic flows 
through British Columbia, 
which also happens to be the 
magic mushroom capital of the 
world). "If you hurt these guys 
on a drug deal, they're going to 
get you. So what makes you 
think it's going to be any differ- 
ent iust because it's paper?" 

Du Plessis should pay heed. 
He spent six years as a floor 
trader on the VSE before turning 
whistlcblower in 1986 and 
launching a journalistic jihad 
against the exchange. This cul- 
minated in a hilarious 1988 
book called Sideshow The Howe 
Street Carnival. Since then, Du 

     Plessis has repeatedly had his 
life threatened and has had large men 
identifying themselves as "Igor" turn 
up at his house. Brokers and fellow 
journalists think he may be playing 
with fire. 

Du Plessis says it's an open secret 
that the VSE is used for money laun- 
dering. Dirty money is laundered 
through brokers who control a stock 
and arrange wash sales with other co- 
operative brokers. The clean money is 
then moved to a tax haven. 

The VSE, of course, does more than 
make illicit money licit. An immense 
amount of money comes in from Eu- 
rope, where criminal elements appar- 
ently profit at the expense of gullible, 
foolish pension fund managers. And 
not just in Europe. A fund manager at 
United Services' Prospector Fund in 
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Tie key to global performance is 
understanding local markets'.' 

When you're searching for opportunities in global finance, experience 
shows that any answer also poses questions: Does a cost advantage out- 
weigh the price risk involved? Can risks be mitigated through hedging or 
other strategies? How can implicit yield and currency considerations 
aifect total return? For investors and borrowers alike, J.R Morgan's world- 
wide financial network is unequaled in its ability to anticipate the ques- 

supply the answers. By providing local-market intelligence 
ed within a global context, we can help you make the right moves 

k timing and circumstances are right for your objectives. 

'    I'W'IJI' MoffMl i..     
JPMorgan 



In global finance, the best opportunities seldom arrive on schedule. To move when the time is right, you need 
local-market intelligence viewed from a global perspective. 



San Antonio was bribed in 1984 and 
1985 with more than SI million to 
buy S22 million worth of worthless 
VSE shells. 

What sort of person is attracted to 
the VSE? Let's take Larry Brilliant, a 
New Age hype machine cut from a 
different, more capacious cloth than 
the generic Howe Street con artists. 
Brilliant is a chest-thumping epidemi- 
ologist who supposedly helped the 
World Health Organization wipe out 
smallpox in India and Southeast Asia 
before wiping out investors in west- 
ern Canada. He is the founder and ex- 
chairman of NETI Technologies, an 
Ann Arbor, Mich, company selling 
"computer conferencing software." 

Brilliant says that he launched NETI 
because he wanted to raise money for 
SEVA, a foundering organization seek- 
ing to wipe out blindness in Nepal. 
The SEVA Foundation's board mem- 
bers include Ram Dass, the recon- 
structed Harvard acidhead who, with 
his pal Timothy Leary, helped intro- 
duce hallucinogenic drugs to North 
America. A fellow board member is 
Wavy Gravy, the anarchistic ex-acid- 
head who was master of ceremonies 
at Woodstock, who helped run a pig 
for President in 1968 and who now 

raises money for SEVA cataract opera- 
tions, SEVA'S absurd board also includ- 
ed Robert Friedland, one of the most 
successful stock pushers in Vancou- 
ver history, whose Galactic Resources 
lost $44 million last year, and who 
introduced Brilliant to the VSE. 

Brilliant donated 10% of NETI'S 
stock to charities such as SEVA. A 
seemingly warm gesture, this was 
also a neat way of keeping stock in 
friendly hands, though it put thou- 
sands of blind Nepalese in the unfor- 
tunate position of having their oph- 
thalmological futures pegged to the 
gyrations of the Vancouver exchange. 

Needless to say, this Nepalophilic 
humanitarian computer-conferencing 
company, whose chairman tithed his 
salary to charity, entrusted its public 
relations to a Los Angeles-based firm 
run by Scientologists. 

NETI Technologies, which once trad- 
ed at $12 a share before retreating to a 
recent 2 cents, was a miracle of hype 
and misrepresentation. Armed with 
bullish forecasts from Dean Witter 
("the next spreadsheet") and touted as 
the next Xerox with multibilhon-dol- 
lar potential by shrill newsletter writ- 
ers such as Adrian Day and Doug Ca- 
sey (pals and/or clients of the flack for 

Brilliant), NETI raised over $8 million 
in a 1984 public offering. An undeter- 
mined number of Brilliant's friends 
and six SEVA board members bought 
shares before the public offering. 

Not long after the initial public of- 
fering, the firm realized that there was 
no real market for computer confer- 
encing software, particularly not a 
UNix-based product, so it retreated 
into itself, betting the farm on docu- 
Forum, a "group-editing" product 
with infinitely more modest applica- 
tions. But Brilliant kept raising mon- 
ey. Software designers who escaped 
from this ludicrous company told 
FORBES that docuForum never had a 
chance of being anything more than a 
tiny niche product. By the time Bril- 
liant had finished, NETI held the VSE 
record for the most money ever lost 
by a nonresource company—$35 mil- 
lion—including $8.6 million it 
snagged late in the game from—get 
this—European pension funds. 

Along the way, Brilliant would 
trumpet financially inconsequential 
agreements with AT&T and Geisco as 
"major marketing alliances." 

"It was just amazing that they 
could raise that last round of money," 
says Harry Stevens, whose legitimate 

The man who found himself 

To this day Larry Brilliant insists that he is just your 
average epidemiologist, hoping to eradicate blind- 

ness in Nepal, who drifted into the Vancouver Stock 
Exchange and got fleeced. But the facts tell a very 
different story. 

In the 1970s, while wandering around India seeking 
the meaning of life, Brilliant ran into Robert Friedland, 
a future stock promoter with drug problems in his past, 
whose uncle, a Swiss commodities trader, had once 
cornered the world market in metric nuts. After a stop- 
off at Uncle Marcel's, Friedland made his way to Van- 
couver and became one of the most successful stock 
pushers in recent history. 

Friedland, whose gold mines, including Galactic Re- 
sources and Cornucopia, produce far more press re- 
leases than precious metals, is one of the founders of 
SEVA and knows how to milk the blind people of Nepal 
for all the press coverage they're worth. 

The blind came in handy for Brilliant, too, not just in 
getting NEI! good ink but in keeping shorts at bay. To 
make a deal w ork on the VSE, you need to put plenty of 

ires in friendly hands. So it made perfect sense to 
donate slock to \rife, kids and charities, and to get 

nds frt n SEVA to come in. Anything to make it 

S     S tii ;t neither he nor his humanitarian 
NETI. "When I look into their 

y have lost money," he told FORBES. 
>k into their faces anymore: He 

\np Arbor, Mich, to that celebrat- 
n   "t the Vancouver Stock Ex- 

change, Marin County, Calif. There, he shares a house 
with SEVA cofounder Ram Dass, who in 1984 took 
time off from bashing the capitalist system to buy a 
couple of thousand shares of NETI before the initial 
public offering. 

Alan Morinis, a board member of both NETI and SEVA, 
sold around 30,000 shares after NETI went public. Mor- 
inis establishes the ethical tenor of Brilliant's circle 
when he says of his investments, "I did fine in NETI. But 
I may not be telling you the truth." 

To this day Brilliant insists that he never really knew 
anything about the financial architecture of the VSE. 
The facts suggest otherwise. Brilliant participated in a 
host of his buddy Friedland's promotions, making 
$400,000 off a $100,000 investment in Galactic, and 
also making money in Quartz Mountain and other 
Friedland productions. He got in on Medallion Books, a 
multilevel marketing stinkeroo. He split a $300,000 
finder's fee with two other men when Friedland needed 
to line up some investors to prop up his floundering 
gold mine. And the guy who claims to be a financial 
bozo admitted to FORBES that he bagged a nifty 
$100,000 when he "did an arbitrage between two differ- 
ent classes of Galactic stock." Poor, dumb, unsophisti- 
cated Larry. 

Most of Brilliant's insanely loyal supporters still buy 
his story that he got taken by the sharpies up north. 
Says ex-employee Wadad Abeb, "He is now on a ritual 
travel trip, devoting more of his time to his spiritual 
needs." Adds another NETI alumnus, Kevin Gallagher, 
"He is recentering himself spiritually."—J.Q. 
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The contract is 
crucial. 
The details must 
be clear. 
And the approval 
must be immediate. 

Take charge with 
Adler-Royal. 
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When the pressure is on to deliver, what you need 
is instant action and peak performance from 
everyone on your team. That's when your office 
equipment faces its most critical test. 

And that's when you can take charge with 
Adler-Royal, the office equipment that's backed 
by a century of experience. 

From word processors and typewriters to 
copiers, fax machines, calculators, accessories 
and supplies, Adler-Royal office products are 
built for heavy duty reliability, to operate 
smoothly under fire. To take the pressure and 
the pounding without missing a beat. To perform 
impeccably when the going gets rough. With 
no breakdowns. No compromises. No excuses. 

In today's hectic business climate, that's the 
kind of office equipment you need on your team. 

See your take-charge Adler-Royal dealer 
or call toll-free-1-800-468-1300 (in Utah 
1-800-922-3131). They'll show you how to equip 
yourself successfully for today's business warfare. 
And how to win the battles each business day. 

Adler-Royal Business Machines, 
Dept. FB, 200 Sheffield Street, Mountainside, 
New Jersey 07092. 

ADLER-ROYAL 
Technology beyond words 
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e money 
is best kept in 

reserve. 
TWENTIETH CENTURY CASH RESERVE 

Current 
7-day yield 8.89%* 
Effective 
7-day yield 9.25%* 

If you're like most 
people, you like to 
keep a portion of your 
money in reserve, so 
that you can get to it 
in an emergency. 
That's why you should know about Twentieth Century 
Investors' Cash Reserve. Cash Reserve is a money 
market fund that provides competitive rates of current 
income while offering a stable share price and 
liquidity. The fund's investments are "high quality" as 
rated by leading rating services. As with all 12 of 
Twentieth Century's funds, an investment in Cash 
Reserve has no sales charges, conversion fees, 
redemption fees or other hidden charges. 

Find out about the low-risk fund that allows you to 
keep money in reserve, earning current income 
without fluctuations in price. Call today for an 
Information Kit and Prospectus. 

For more information about 
Cash Reserve, ask for your free 

Guide to Cutting Risk. 

*     lu-th LVnlurv Inwslurs. lnc 

1-800-345-2021 
P.O. Box 419200, Kansas City, MO 64141-6200 

/ is deteimwed by annualizing the fund's net investment income 
m days ended March 20, 1989.  The effective yield assumes 

reinvestment of all dividends.  Performance data quoted represents past 
performance.  Investment return will fluctuate.   Please read the Prospectus 
carefully before invest 
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if unsuccessful company was ac- 
quired by NETI. Adds Marcus Watts, 
the software programmer reputed to 
be one of NETI'S first employees: "At 
one point, they mailed a demo disc 
that had nothing to do with the prod- 
uct I had worked on." 

Smoke-and-mirror outfits such as 
NETI are aided and abetted by a press 
that is often a sucker for humanitar- 
ian pitches—sightless Nepalese, for 
example. This has tended to get favor- 
able publicity for these hype jobs. In 
1985 the normally skeptical London 
Financial Times ran a story suggesting 
that NETI was just the kind of compa- 
ny the VSE needed to spruce up its 
image. Needless to say, the dealsters 
exploit such publicity to the hilt. 

When anyone tries to trash a VSE 
production, the principals invariably 
threaten lawsuits, moaning that 
shorts are spreading rumors that 
they're mobsters or morons or dead. 

VSE publicist Joyce 
Courtney would have Weed 
to talk longer, but she and 
the president of the VSE 
were on their way to hear a 
speech by American Stock 
Exchange Chairman 
Arthur Levitt. The subject 
of the speech was 
"Rebuilding Confidence in 
our Investment Markets." 

Thus Archer Communications, a 
maker of 3-D audio equipment, re- 
cently sued Vancouver Sun journalist 
David Baines for drawing attention to 
its trading irregularities. 

Every so often, beleaguered B.C. 
regulators muster the resources to jail 
some hapless thug. The VSE then 
trumpets the imprisonment of the 
criminals behind an International Til- 
lex as an example of how it is cleaning 
up. But it is never clear what one 
particular lowlife did that made him 
the object of prosecutorial vigilance, 
while scores of other lowlifes beat the 
rap. The fact is, being thrown off the 
VSE for being crooked is like being 
thrown out of the Khmer Rouge for 
being too bloodthirsty. 

When FORBES contacted the ex- 
change recently, VSE publicist Joyce 
Courtney had to cut our chat short 
because she and her boss, VSE Presi- 
dent Hudson, were on the way to a 
speech by American Stock Exchange 
Chairman Arthur Levitt. The subject 
was "Rebuilding Confidence in our 
Investment Markets." Which just 
goes to show: There isn't much gold 
in Vancouver, but there's still plenty 
of brass. ■ 

FORBES, MAY 29, 1989 



What can you expect 
from BellSouth 

beyond the South? 

© 1989. BellSouth Corporation 

Everything you'd expe 
from a leading provider 

of advanced voice and data 
communications systems. 

From its strong telecommuni- 
cations roots in the South, 
BellSouth is now able to provide 
businesses and organizations across 
the country and in more and more 
places around the world with 
sophisticated voice and data com- 
munications systems and services. 

BellSouth can design, install 
and maintain a wide range of tele- 
communications and information 
systems. And because BellSouth 
offers products and services from 
many suppliers, it can serve cus- 
tomers objectively, recommending 
the best solutions to their needs. 

Domestic and international 
marketing and support organiza- 
tions are already in place and 
BellSouth responsiveness to cus- 
tomers is a proven fact. 

When it comes to voice and 
data communications systems, 
BellSouth can provide the solutions 
you have a right to expect from a 
leader. 

For more information on 
BellSouth call 1-800-522-2355. 

BELLSOUTH 
Everything vou expect from a leader.' 

TELECOMMUNICATIONS INFORMATION      SYSTEMS COMPUTERS SOFTWARE MOBILE      COMMUNICATIONS PUBLISHING 
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All over the country, people 
re breaking up with their 
irs in record numbers. It's in 
le paper every day. Just 
ieck the used-car section. 

You could avoid this kind 
f heartbreak with a little fore- 
ght and a trip to your local 
aab dealer. 

There, you might fall in 
•ve with a Saab like the 900 
jrbo Convertible pictured 
ere. You could do it with 
i easy conscience, because 
nlike most convertibles, 

ours is a Saab as well. 
It wouldn't elate you in the 

spring, then let you down in 
the gloom of winter. Like all 
Saabs, it features front-wheel 
drive for great traction in any 
weather. Plus heated front 
seats and a double-insulated 
top for comfort, heated glass 
rear window for visibility and 
reinforced windshield pillars 
for safety. 

You could drive it all year 
long and not realize it's a convert- 
ible until you dropped the top. 

The Saab 900 Turbo Con- 
vertible is just one of the ways 
Saab dealers help keep people 
from buying the wrong cars- 
cars that offer fun without prac- 
ticality or practicality without 
fun or status at prices that 
sting long after the honey- 
moon is over. 

Don't buy the wrong car. 
Don't fall in love with a car you 
can't live with. Instead, make a 
date to test drive a Saab. 

Your Saab dealer will be 
more than happy to set you up. 

The most intelligent cars ever built. 

aabsare intelligently priced from $16,995 to $32,095. 900 Turbo Convertible shown here: $32,095. MSRR not Including taxes, license, freight, dealer charges or options, 
ices subject to change. ©1989 Saab-Scania of America, Inc. 
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Taxing Matters 
Edited by Laura Saunders 

A new IRS rule uses a small carrot and a 
great big stick to get banks to join Treasury 
Secretary Brady s "voluntary" Third World 
debt reduction plan. 

An offer 
they cant refuse 

BEWARE INSTANT analysis of any- 
thing so complex as tax law. 
Consider the small furor over 

the IRS' recent release of Notice 89-58. 
The ruling limits the tax advantages 
banks get for writing off foreign loan 
losses, making bankers very unhappy. 

Newspaper stories immediately 
warned that the ruling might cool 
banks' enthusiasm for the Brady Plan, 
which calls for banks to make 
concessions to delinquent Third 
World governments. "This rule 
certainly works at cross pur- 
poses to the Brady Plan," one 
banker was quoted as saying. 

In fact, the opposite is true. "I 
think it will, if anything, speed 
up the banks' writeoffs of bad 
foreign loans," says Lloyd Ator, 
a tax expert with Price Water- 
house in Washington. 

Why? Because the Treasury 
attached a little-noticed but 
not-so-veilcd threat to the rul- 
ing. It warns banks, in effect, 
that the IRS' stiff rule could get 
even stiffer in 1991. In other 
words, banks had better climb 
aboard the "voluntary" Brady 
Plan before then, or else. 

To see how and why, it's necessary 
nderstand a few things about the 

fiendishly compkx area of U.S. tax- 
lorcign income. U.S. corpora- 

)i e taxed on then worldwide 
incoiru but usually get dollar-for-dol- 
lar   k   -c income   taxes   paid 
abroad. Ho     \ i r, thes< credits can go 

ign share of the 
■v. Thus, cor- 

porations often try to maximize the 
foreign income r • the IRS. 
(They may, of course, sing a different 

tune in foreign capitals.) 
In an attack on multinationals, 

Congress in 1986 reclassified profits 
on the sale of certain foreign assets as 
domestic income. Though not explic- 
itly so stating, the law also implied 
that losses on such assets would 
count as domestic as well. 

This attack on multinationals 
turned out to be a boon for the banks. 

That's because foreign loans are 
among those assets, yet banks seldom 
sell a good foreign loan at a gain. On 
the other hand, they often unload bad 
foreign loans at a loss. Naturally, they 
wanted to use these loan losses to 
lower U.S. income while leaving for- 
eign income high. That way they'd get 
maximum use of foreign tax credits. 

The IRS was not amused. Reported- 
ly it wanted the banks' foreign write- 
offs to be 100% foreign, as before the 
1986 change. The compromise struck 

was that the losses would be appor- 
tioned in accordance with the banks' 
business split. In effect, if the bank 
does 65% of its business in the U.S. 
and 35% abroad, then 65% of the for- 
eign losses would count as domestic, 
and 35% as foreign. 

But there were two added fillips. 
One is that, under the ruling, banks 
must also apportion their domestic 
losses. Using the above example, the 
bank would have to count 35% of its 
domestic losses as foreign. The re- 
sult? A partial elimination of write- 
offs for, say, bad credit card loans or 
Texas oil well loans. "People knew 
that some foreign losses might not 
count as domestic, but nobody saw 
this coming," says Roger Siboni, an 
international tax expert with KPMG 
Peat Marwick in San Francisco. 

The other surprise was Treasury's 
barely veiled threat attached to the 
ruling. In effect, it warned—and a 
Treasury official says this interpreta- 
tion is "not inaccurate"—that maybe 
after 1990 the IRS might change the 
system for banks, so that all foreign 
loan losses would be deductible only 

ckman against foreign income and U.S. 
losses against U.S. income. 

The net effect, says Peat Mar- 
wick's Siboni, is that most big 
banks will find it more advanta- 
geous to hop on board the Brady 
plan and deal with their bad for- 
eign loans now, rather than to 
wait. "For most, it's better to 

I get a generous allowance for for- 
eign losses and partial disallow- 
ance of U.S. losses now, than to 
wait till the situation is re- 
versed in 1991," he says. 

Because the ruling is retroac- 
tive to 1986, some banks might 
have to restate past earnings, but 
nobody knows which banks, 
since it is impossible to tell from 
any bank's financial statements 

*"-"--   what it did on its tax return. 
What do Federal Reserve officials 

think of Treasury's backdoor coercion 
of the banks? They aren't saying. Ear- 
lier this year friction surfaced be- 
tween the two institutions: The Fed 
reportedly wanted the Brady plan to 
be strictly voluntary, while the Trea- 
sury favored more active persuasion. 
This notice is the first of several tax 
rulings due in connection with the 
plan. If they are all as cleverly struc- 
tured, the banks will have little 
choice but to go along.—L.S. 
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For 42 years he dreamed of owning a baseball team. In three days, we made it a 
reality. 

A true story. Ever since he was old enough to know that the umpire was blind, he lived and died with 
his favorite team—always dreaming that someday he would own that team. 

Years passed and the wide-eyed boy became a man of means. Then one day, a fraction of a National 
League team—his team—was up for sale. 

It was a window of opportunity he knew would not stay open for long. So he called U.S. Trust. Within 
three days, we were able to provide him with the financing he needed. 

At U.S. Trust, we're able to fulfill our clients' banking needs with remarkable responsiveness. 
A responsive, attentive private banker is just one of the highly qualified professionals available to you 

at U.S. Trust. From savvy portfolio management to tax counselling and estate planning—if it concerns 
your money, U. S. Trust has a well-versed specialist to advise you. 

If you think you could benefit from this level of service in private banking, contact Geraldine 
McNamara at (212) 599-5600 (US. Trust of New York), Howard E.N. Wilson at (407) 659-1550 
(U.S. Trust of Florida) or William R. Barrett at (213) 488-4000 (U.S. Trust of California). 

U.S.Trust Uncommon expertise in managing wealth. 
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He's waiting for Flight 47. 
He doesn't know a soul on board. 

Roger Ward is there to meet 
the engines, a pair of 
PW4000s. 
They're the most advanced 
commercial jets in the 
world, so well engineered 
they have half the usual 
number of parts. 
So far they're performing 
with flying colors, but 
they're still brand-new 
on the job. 
So, just to make sure his 
newest engines do him proud, 
Roger and his service team 
meet every single flight 
they take. 
Roger Ward is one of the 
most dedicated people who 
work for Pan Am. 
And we're proud to say 
his paycheck comes from 
Pratt & Whitney. 

Our Pratt & Whitney division 
is a leading company in the 
aerospace industry. 

Wm UNITED 
IS TECHNOLOGIES 
Automotive • Building • Aerospace 
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Wonder why South Korea is coming on fast 
as an economic power? Meet young Kim 
Suk-won, a U.S.-educated Vietnam vet who 
runs one of Koreas great "chaebol." 

His father's son 

By Andrew Tanzer 

WHEN Kim Suk-won's father 
died suddenly in 1975, South 
Korea's political-industrial 

leadership shuddered. Kim's father 
had built Ssangyong Group into one of 
Korea's largest chaebol, or family-run 
conglomerates. How could Kim, a re- 
bellious 29-year-old, be up to the job? 
"Ninety-nine percent of the people 
doubted me," recalls Kim, now 44. 

Few now do. Under the 
founder's son, sales of Ssang- 
yong (which means twin 
dragons) have risen more 
than 50 times, to $6 billion. 
Young Kim has reduced the 
21-company group's depen- 
dence on slow-growth busi- 
nesses like cement, paper 
and oil refining, and invested 
heavily in the businesses of 
Korea's future: leisure, secu- 
rities, automobiles and com- 
puter software. Ssangyong 
will soon become Korea's 
fourth producer of passenger 
cars. With aftertax profits of 
$172 million Ssangyong is 
generating plenty of capital 
for reinvestment in these 
newer industries. 

The company is a micro- 
osm of Korea's rapid struc- 

tural change. Kim's father, 
Kim Sung-kon, already a suc- 

ful businessman entered 
politics in the 1960s, be 

al assemblyman 
the chief fundraisei 'or 
dent  Park Chung-hee's 

Republican par- 
od politi- 
inted tor 

as much as a redit rat- 
ing in raising capit i! because 
the Seoul government made 

most of the decisons as to who got the 
money and who didn't. 

In those days, too, Korean industry 
was mostly low tech. At the core of 
the Ssangyong combine is Ssangyong 
Cement. In 1962 Kim opened his first 
cement plant, and the company bene- 
fited enormously from the rapid ex- 
pansion of Korea's infrastructure. To- 
day Ssangyong Cement is the world's 
third-largest cement company, with 
nearly 13 million tons' capacity and 

I  I .tu.ird kin 

Ssangyong's Kim Suk-won (I) and brother Kun Suk-joon 
The doubters have been answered. 

40% of the Korean market. With con- 
siderable effort, the company has 
even penetrated the highly cartelized 
Japanese cement market and is now 
the leading foreign cement supplier 
to Japan. 

From cement came other opportu- 
nities. Kim diversified into paper to 
package the cement, shipping to 
transport it, construction to make use 
of it, and oil refining to supply the fuel 
for cement plants. Still the core of the 
group, publicly listed Ssangyong Ce- 
ment has large shareholdings in most 
Ssangyong affiliates. (The Kim family 
has a controlling shareholding of 
about 30% in the cement firm.) 

His eldest son and eventual succes- 
sor may have lacked his father's busi- 
ness and political experience, but he 
was a tough, determined man. After 
studying economics at Brandeis Uni- 
versity, Kim Suk-won returned to Ko- 
rea in 1970 and enlisted in the Korean 
marines. Unhappy with the special 
treatment that he received, young 
Kim volunteered to go to Vietnam in 
1971, and served in reconnaissance 
near Da Nang. 

After his discharge, Kim joined the 
family business. He became an audi- 
tor in Ssangyong Group. But that 
didn't last long. "I got itchy," he re- 

called during an interview in 
his Seoul headquarters. "I 
just couldn't sit at a desk all 
day long. I decided to do 
whatever I felt like." He left, 
promising his father he 
would return by his 35th 
birthday. 

Kim traveled through his 
native land. In 1973 it was 
still a backward country. But 
as a young man he had differ- 
ent horizons from his elders. 
He saw Korea rising from 
poverty and an overdepen- 
dence on heavy, low-tech in- 
dustry. While a student at 
Brandeis, Kim skied in Ver- 
mont and New Hampshire, 
but there were no ski lifts in 
Korea's snowy Balwang 
mountains. "It took 30 min- 
utes to walk up and 30 sec- 
onds to ski down," he recalls. 

A ski resort? In underde- 
veloped Korea? Kim was con- 
vinced that one day his coun- 
try's middle class, like their 
counterparts elsewhere, 
would want to take to the 
slopes. Against his father's 
wishes, he acquired a huge 
piece of land in the moun- 
tains of eastern Korea and be- 
gan building the country's 
first ski resort. 
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Audrey Dayton Opens On Sunday 
So She Can Close The Sale 

On Tuesday 
Her Konica Copier Works Every Day 

If an unreliable copier could put you out of 
commission, here's a toll-free number you can call 
to get all the information about Konica's full line of 
award-winning copiers. They're all hot properties. 

Konica. Hardworking copiers for hardworking 
people. 
1-800-648-7130. 

© 1989 Konica Business Machines U.S.A., Inc. 

A € 
Konica 
COPIERS'FAX 



Taking up wher 

1. "Zerodur" from Schott 
'-xu-nc one 
■ on sub:ected 

S 0/ 

When it comes to inventiveness, 
nature is hard to beat. Examples 
from the mineral kingdom alone 
attest to an extraordinary range 
of creativity. 

Carbon is transformed 
into diamond, the world's hard- 
est mineral. Another mineral has 
magnetic attraction. Some float 
on water, and still others can 
produce electricity. 
 Mineralogists have cate- 

gorized over 2,000 minerals 
with an amazing variety of 
characteristics. 
 But   there's   something 
missing in nature's catalogue: a 
material that does not expand 
under extreme temperatures. 
 And so Schott has filled 
the gap with a glass-ceramic 
called "Zerodur". It has a 70% 
crystal content and does not 
alter its shape or size one iota, 

even when subjected to tem- 
peratures up to 1,500°F. 
 A   material   with   such 
stability is proving indispensa- 
ble to the aviation industry 
and astronomers. It's making 
it possible for the European 
Southern Observatory to build 
the world's largest telescope 
using 4 "Zerodur" mirror blanks, 
each measuring almost 27 feet 
in diameter. 



future left off. 

 Ideally suited for use in 
space, Schott's glass-ceramic 
also has its place in the kitchen. 
Our "Ceran" cooktops never 
warp - and keep the heat from 
wandering. 
 Glass - ceramics, avail- 
able from Schott Glass Technol- 
ogies, are just one example of 
how Schott's innovative devel- 
opment responds to specific 
needs. In today's world, special 

glass helps keep technology 
advancing. 
 Schott worldwide: 50,000 
products, 42 production facili- 
ties, represented in more than 
100 countries, with over $ 1 billion 
in sales. 
 Schott in the USA: 8 com- 
panies  employing  more  than 
1,200 people. 
 Would you like to know 

Write to: Schott Corporation, 
Department F21, 3 Odell Plaza, 
Yonkers, NY 10701. 

ra SCHOTT 
more about our special glass?      Nobody knows more about glass. 



A carbon copy of bis father? No. But 
rig Kim was clearly venturesome 

and hardworking. In early 1975 his 
father died and Kim took charge of 
Ssangyong. But he kept a personal eye 
on his Yongpyeong, or Dragon Valley, 
resort 130 miles east of Seoul. Ssang- 
yong has built ski slopes, two golf 
courses, swimming pools, tennis 
courts, hotels and condominiums. 
Today the year-round resort is the 
leading recreation area in Korea's rap- 
idly expanding leisure industry. 
Ssangyong is now selling 1,300- 
square-foot condominiums for 
$300,000 and golf club 
memberships for $40,000. 
"I see a great future in the 
leisure industry," says 
Kim, an athletic, vigorous 
man. (Company brochures 
show him arm wrestling 
with his employees.) Kim 
says he's planning to add 
more ski and beach resorts 
in this crowded, workahol- 
ic country. 

Kim next moved into fi- 
nancial services, then in 
their early stages, when he 
bought a failing securities 
company from Hyosung 
Group in 1983. At the 
time, brokerages were un- 
profitable and the Korean 
stock market was as thin as 
they come. But, spurred by 
a booming economy and 
government promotion, 
the stock market has since 
surged. Ssangyong Invest- 
ment & Securities Co. 
earned $35 million aftertax 
last year on revenues of 
$165 million. 

Explains  Kim:   "I  knew 
that since we're following a 
capitalist system, the stock 
market would play an im- 
portant role." Led by Koh 
Byung-woo, a former assis- 
tant   minister   of   finance, 
Ssangyong Investment has 
moved overseas, serving as 
co-lead manager of the Ko- 
rea-Europe   Fund,   coman- 
ager of the Asian Develop- 

Qt Eq  ity Fund ind an 
underwriter of the 1 hai and 

Funds. Already one 
J     big fiv< " securi- 

Ssangyong In- 
I bi   .      v po- 

1992, when 
: direct 

nent in the 
Korean st« ck  market will 
be lifted. 

No corner of the empire 

escaped young Kim's attention. While 
many Korean construction companies 
were going too deeply into the Middle 
East market in the 1970s, Ssangyong 
wisely focused its construction efforts 
on Southeast Asia. The construction 
arm earned great prestige when in the 
early 1980s it served as general con- 
tractor for Singapore's $400 million, 
I.M. Pei-designed Raffles City Com- 
plex, which includes the Westin 
Stamford, the world's tallest hotel, 
and one of the world's largest conven- 
tion centers. 

Now Ssangyong Construction is be- 

The scene at Ssangyong's Yongpyeong resort 
In Korea, too, the middle class wants to ski. 

inside Ssangyong Investment 6 Securities Co. 
Nicely positioned for 1992. 

coming a developer as well. "The 
competition is too severe in pure con- 
struction jobs," explains Kim Suk- 
joon, president of Ssangyong Con- 
struction and the chairman's younger 
brother. The company has taken 70% 
equity stakes in two Marriott-man- 
aged Residence Inn hotels that Ssang- 
yong is building in Anaheim and San 
DiegO, Calif. 

Like the Korean economy, Ssang- 
yong Group continues to shed old busi- 
nesses and add new ones rapidly. 
Ssangyong's main new business will be 
autos, a natural for Kim, who enjoys 

racing and fixing up cars. In 
July the Korean government 
will lift restrictions on local 
companies entering the pas- 
senger car industry, and 
Ssangyong Motor will be- 
come the country's fourth 
automaker; last November 
the company prepared for 
mass production of passen- 
ger cars by launching the 
Korando Family, a four- 
wheel-drive station wagon 
similar to Chrysler's Jeep 
Cherokee. Kim expects car 
registrations in Korea to 
quintuple, to 10 million, in 
the near future. 

One of the most impres- 
sive things about Ssang- 
yong is the absence of labor 
strife, something that can- 
not be said of most Korean 
chaebol. Kim is widely re- 
garded as reasonable, open 
and communicative with 
employees, and is known 
for delegating authority to 
company presidents. In 
this, Kim, influenced by his 
American experiences, is 
very different from his au- 
thoritarian father. "My fa- 
ther was very bossy," ex- 
plains the relaxed young 
chairman. "He told his peo- 
ple to do this, do that. I 
knew I couldn't control ev- 
ery single detail. My most 
important job is selecting 
the right people." 

But if he is no carbon 
copy of his father, Kim has 
the same realistic confi- 
dence in his own and his 
country's destiny—not eu- 
phoric but deep-seated. We 
asked him: Why go into au- 
tos when the world market 
is glutted with capacity and 
makers? "That's a risk you 
have to take," Kim replies, 
quietly. "There is no easy 
business around." ■ 
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CITATION III 

What happens when you take the very best 
; features of the world's top-selling business jet, 
the Citation II, and add the qualities of the 
leading midsize jet, the Citation III? 

It's simple arithmetic. You get V. 
The Citation V. 
A totally new class of business jet that is 

already enjoying phenomenal acceptance. 
Citation V orders to date are already more than 
three times greater than total 1988 sales of the 
nearest competitive jet. 

That popularity isn't surprising. Because 
we designed the Citation V after asking 
hundreds of light business jet owners to 
describe the ideal business jet. 

They asked us to build a jet that's highly 
reliable. Fuel efficient. Capable of operating 
safely from short runways. And with a low cost 
of ownership. Like the Citation II. 

But build it with an even more spacious 
cabin. Give it more cruise speed. Greater range. 
And the ability to fly quickly to higher 
altitudes. More like the Citation III. 

That, they said, would be the ideal jet. And 
that's exactly what the Citation V provides. 

The cabin seating area is nearly 15 feet long 
- 6 feet longer than our closest competition - 
with room for eight passengers to stretch out in 
a double-club seating arrangement. 

A huge advantage in working efficiency 
and traveling comfort. 

There's far more external baggage space, 
too. And the private aft lavatory is an amenity 
simply not found on any comparably priced jet. 

Its performance is just as impressive. At 
nearly 500 mph, it's almost 50 mph faster than 
the world's best-selling Citation II. It's also 
capable of 20% greater range. And at its higher 

cruise altitude of 45,000 feet, you're more than 
a mile above most weather - and most other jets. 

Yet for all its size and power, it retains the 
Citation II's legendary short field performance. 
And it inherits Citation's unmatched record 
for safety and reliability. 

Most importantly, the Citation V offers it 
all at an extremely attractive delivered price - 
which includes thrust reversers, long-range 
navigation system and the most extensive 
package of avionics and interior features we've 
ever offered, as standard equipment. 

For complete details, write Roy H. Norris, 
Vice-President; Cessna Aircraft Company; 
Box 7706; Wichita, KS 67277. Or call 
1-800-4-CESSNA. ^pr 

Cessna CITATION V 
a General Dynamics 

company 
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Philips SL* 

I 

You'll save enough with Philips SE t 

ilips Lighting 

PHILIPS 



® Mercedes-Benz - Registered Trademarks of Daimler-Benz AG. Stuttgart, Federal Republic of Germany 

jy an SL from a different manufacturer. 
Philips SL* Lamps can save you a carload of money. Let's 

say you have a 500 room hotel. If you put SL* Lamps in your 
corridors alone, you'll save $66,000 over the life of the lamps. 

That's because an SL* can reduce energy costs by an 
amazing 76% compared to incandescents. Also, they last up 
to 13 times longer than incandescents, so you'll save even 
more on maintenance costs. 

There are SL* Lamps for general lighting, high-hat 

downlighting, decorative lighting and a brand new one for 
low lumen areas. Each fits right into an ordinary incandescent 
socket and produces the same warm light. 

To find out more about Philips incredibly efficient SL*, 
call 1-800-631-1259 and talk to our Lighting Team. Then you 
can start picking out the color of your other SL. 

It's time to change your bulb". 
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The Belzbergs were once among the most 
feared of the corporate raiders. Their fiasco 
atH.H. Robertson has made them a laugh- 
ingstock of Wall Street. 

Hoist by their 
own greenmail 

By Kerry Hannon 

GREENMAIL IS A NASTY business, 
so it's nice to know that 
greenmailers sometimes get 

their comeuppance. 
Six years ago the notorious Belzberg 

brothers—Sam, William and Hy- 
man—of Canada, moved in on Pitts- 
burgh-based H.H. Robertson. From 
1983 to 1985 they gradually accumu- 
lated 25% of the outstanding shares, 
or 1.5 million shares, at an average 
price of $40. Their total investment to 
date: an estimated $62 million. 

What did the Belzbergs have in 
mind for Robertson? The company 

found out in 1984. The Belzbergs dis- 
creetly informed the board through 
emissaries that they'd be happy to 
fade away for a premium. The board 
said no. 

What happened next is a foretaste of 
what could happen to other raiders 
caught in midraid by a recession or 
unexpected business shock. Robert- 
son's business fell apart. A slump in 
the high-rise construction market 
was one reason; contributing to the 
company's trouble was manage- 
ment's preoccupation with fending 
off the Belzbergs. "The company was 
like a pilotless plane," says one for- 
mer Robertson executive. 

Instead of collecting easy green- 
mail, the Belzbergs were stuck with a 
business that they didn't know how 
to manage. 

The 83-year-old designer and build- 
er of custom curtain walls—the outer 
skins of high-rise buildings—and inte- 
rior walls, floors and roofs had been 
riding high in 1981 and 1982. Sales in 
1981 peaked at $644 million. In 1982 
profits reached a record high of $28.3 
million. Return on equity was 23%. 
But the stock was trading as low as 20, 
not even four times earnings of $5.57 
a share. As the Belzberg family, 
through their First City Financial 
Corp., began to buy, other investors 
followed suit, bidding the stock up to 
a high of 481/2 by mid-1984. 

Then, because jobs were drastically 
underbid and on-site controls were 
lacking, Robertson's construction 
business hit the skids, pulling the 
stock down with it. 

Over the past four years, the once 
highly profitable company has lost 
$143.4 million, and it looks like it 
will be in the red this year as well. 
The stock is down to 10, putting the 
Belzbergs an estimated $45 million in 
the hole. 

As their target disintegrated before 
their eyes, the Belzbergs fought to sal- 
vage what they could. In effect, they 
had to take over the company. In 1986 
they won three seats on the board of 
directors. Within a year they had 
handpicked a new chief executive, 
Jack Hatcher, then 59, and sent off his 
predecessor, James Davis, with a 
promise to pay him a modest $2,395 a 
month until he died. 

Profitable nonconstruction divi- 
sions were put on the block: Freeman 
Chemical and IRD Mechanalysis, a 
maker of industrial instruments that 
measure machinery vibration Capital 
spending was drastically cut. Eigh- 
teen small Robertson facilities around 
the world were closed. Chief Execu- 
tive Hatcher cut employment from 
8,000 in 1981 to 5,000 today. 

Next went Robertson's traditional 
business, designing and erecting those 
custom curtain walls. (Robertson, in 
fact, did that work on two of the tall- 
est: the World Trade Center in New 
York and the Sears Tower in Chicago.) 
It moved instead into the prefabricat- 
ed metal building business with the 
$15 million acquisition of Oklahoma 
City-based Star Manufacturing Co. 
last year. 

Concludes Hatcher, who has the 
job of salvaging what remains of the 
once proud company: "It's not a pleas- 
ant story." Except for those who like 
to see greenmailers get a dose of their 
own medicine. ■ 
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0*%    ^^^   A.P.R. 
B    ■ a   FINANCING    ^^U^.    Bfl z.v% or 

i1,500 cash back. 
On Buicks. 

Right now, you can choose 2.9% 
A.PR. GMAC financing—or get up to 
S1,500 cash back*—when you choose 
a new Buick Regal, LeSabre,** Electra** 
or Park Avenue* 

The amount of cash back depends on 
the option package you select. For 
example, if you select the SE Option 
Package on any of these models, you 
will get features like rear-window 
defogger, 6-way power seats. Concert 
Sound and more. And you will get your 

choice of $1,500 cash back—or 2.9% 
A.PR. GMAC financing. 

$2,100  total   savings  on 
select models. 

These Buick models also offer addi- 
tional option package savings. For 
example, you can get up to $600 addi- 
tional savings on select Buick Regalstt 
and LeSabre Limitedsttt —for a total 
savings up to $2,100. Or you can get up 
to $500 additional savings on select 

Buick Electras and Park Avenuesttt 
There are savings on other Buick 

models as well. So buckle up and see 
your Buick dealer now. 

*Cash back amount depends on option package you 
select. Length of 2.9% finance contract is limited. 
Dealer financial participation may affect consumer 
cost. Ybu must take retail delivery from dealer stock 
by June 5,1989. See your participating Buick dealer 
for qualification details. 

**LeSabre and Electra Estate Wagons offer up to 
S 1,000 cash back. 

rExcludes Park Avenue Ultra. 
nProduced before April 17, 1989. 

htproduced before March 13, 1989. 

The Great American Road belongs to 

Electra 
Limited Sedan 

»GMI 
BUICK 

SMARTLEASE 

.. 

© 1989 GM Corp. All rights reserved. 
Let's get it together ...buckle up. See your dealer for terms of the limited warranty. 



A Different View. How you look at the world often depends on where 

you stand. As a global bank whose vantage point 

is the western U.S., Bank of America offers a fresh 

perspective on world markets. A distinct outlook 

that points the way to new solutions. And a view of 

your needs that extends beyond today's transaction. 

( m 
Bank of America 



THE POWER 
AND THE PAY 

THE 800 BEST PAID 
EXECUTIVES IN AMERICA 

+*■ 
Page 162   Life beyond work Page 192    Who gets the most pay 
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Miss Marple meets the modern proxy 
It takes a determined detective to tackle the modern 

proxy statement. At least once a year, all publicly 
owned companies with more than 500 shareholders 

and assets of more than $5 million at fiscal year-end must 
send shareholders a proxy showing, among other things, 
how much the most highly compensated executive offi- 
cers were paid. But figuring out what they really make is 
anything but a straightforward task. 

Consider the case of Jefferson Smurfit's Michael W.J. 
Smurfit. In an easy-to-read table on page 7, the company's 
latest proxy clearly states that Smurfit's "cash compensa- 
tion" was $630,000 last year. According to the related 
footnotes, this sum includes cash bonuses and amounts 
contributed to various benefit plans such as the Em- 
ployees' Retirement Savings Plan and the Deferred Com- 
pensation Capital Enhancement Plan. 

Now, $630,000 is a lot of money. But it's a far cry from 
$9.3 million, which was Smurfit's total compensation in 
1988. Where did the missing $8.6 million come from? 

Look again at those proxy footnotes. They reveal that 
Smurfit's 1988 cash compensation excludes what he was 
paid by a deferred bonus plan, a stock option plan and 
amounts earned under the management incentive plan. 

How much? Keep reading, and the proxy shows that 
Smurfit received $2,976,573 from a deferred bonus plan. 
Under this plan key executives are granted "participation 
units." The value of these units is a function of the 
company's aftertax earnings. 

What about that management incentive plan? The proxy 
indicates that this plan awards compensation based on 
both individual performance and overall company profit- 
ability. Under it, Smurfit received $351,538. 

Keep digging, and you discover the largest component in 
Smurfit's compensation last year came from exercising 
stock options and appreciation rights granted in prior 
years. His 1988 stock gains came to almost $5.3 million. 

Add it all up and Smurfit's total compensation in 1988 
was $9.3 million. The case is solved. 
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Cash kings 
Ranked below are the 25 chief executives who earned 
the most cash—salary and bonus—compensation last 

year. Notice how the realization of large 
tends to be an infrequent event. 

stock gains 

Company Chief executive 

—Salary + bonus"— 
(000) 

1987                  1988 
% increase 
1988/1987 1987 

-Stock gains 

1988 

1000) 
% change 
1988/1987 

Reebok International Paul B Fireman $15,424 $11,439 . -26% 0 0 

Walt Disney Michael D Eisner 6,730 7,506 12 0 $32,588 

Reliance Group Saul P Steinberg 4,272 4,498 5 0 0 

Warner Commun Steven J Ross 3,125 4,481 43 0 8,822 

Toys "R" Us Charles Lazarus 3,594 4,429 23 $56,410 0 

Morgan Stanley S Parker Gilbert 3,000 4,425 48 0 0 

Salomon John H Gutfreund 1,253 4,000 219 0 0 

Columbia S&.L Assn Thomas Spiegel 3,860 3,960 3 0 4,106 

Hewlett-Packard [ohn A Young 1,099 3,749 241 256 1,988 676.6% 

American Family lohn B Amos 2,957 3,700 25 0 749 

Gulf & Western Martin S Davis 2,299 3,673 60 0 0 

Leslie Fay Cos [ohn | Pomerantz NA 3,442 NA 0 0 

Ford Motor Donald E Petersen 3,730 3,285 -12 0 7,151 

American Express lames D Robinson 111 1,973 2,764 40 989 6,419 549.0 

Tyson Foods Don Tyson 3,447 2,568 -25 0 0 

Merrill Lynch William A Schrcver 1,902 2,500 31 0 0 

Apple Computer [ohn Sculley 2,140 2,479 16 0 7,013 

Occidental Petroleum Armand Hammer 1,938 2,455 27 0 0 

Bear Steams Cos Alan C Grecnhcrg 5,712 2,448 -57 0 0 

General Electric John F Welch |r 2,057 2,352 14 0 0 

ITT Rand V Axaakog 1,840 2,234 21 1,027 617 -39.9 

Intl Minerals & Chem rge l' Kennedy 1,100 2,188 99 0 0 

Coca-Cola Roberto C t.cuzueta 1,823 2,164 19 969 0 

Textron Beverly F Dolan 1,855 2,066 11 657 0 

Ogden Ralph E Ablon 1,389 2,058 48 J.651 2,282 -37.5 

■( v link's     idiri    i< im] N sex*tabic* pages 1920     NA v»r.i\.n able 

Note that most of Smurht's compensation was earned 
by exercising stock options. The boards of most public 
companies ^rant key employees options to buy the com- 
pany's stock tor many years in the future at a fixed price. 
This "exercise" price is usually the price of the stock at 
the time the option is granted. Such options arc usually 
good for about ten years. It the stock appreciates in this 
period and options are exercised, the difference between 
the exercise price and the stock's current price is also a 
form of compensation. Last year, Walt Disney's Michael 
L; ,ncr realized $32 6 million that way. 

executn re arc drawbacks to stock options. 
thy ICocbis works on compensation plans for many 

national director of personal finan- 
oing EorDeloitte I laskins & Sells, the bigaccount- 

lit that one problem with stock 
s that an executive must often come up with 

nit ol cash to exercise his options. More- 
fCochis Section  16-B of the Securities 

of 1934, insiders must hold stock received 
from i,,i six months before sell- 
ing. A lot of unple vim t HI happen in six months to 

drive the stock back below the option price. That can 
create a lot of pain for executives who have borrowed the 
money to exercise the options. 

To get around these problems, boards can give their 
executives stock appreciation rights. With these, the com- 
pany simply credits the executive with stock at the pre- 
vailing market price. If the price subsequently rises, the 
executive "exercises" the appreciation right by asking the 
company to pay him the difference between the old price 
and the current price. That way, the executive needn't 
come up with money to buy the stock. Nor, in most cases, 
does he have to wait six months to sell the stock. 

The rewards from appreciation right plans can be hand- 
some. But there is a drawback to stock appreciation rights, 
too. As they accrue, companies must charge the accruals 
against earnings. This drawback, combined with the possi- 
bility that the Securities &. Exchange Commission will 
relax its Section 16-B, leads Deloittc's Kochis to predict: 
"Companies won't be as likely to adopt stock appreciation 
rights plans in the future." 

Few corporate proxies make it easy to sec how much top 
executives make each year from exercising their options 
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Bragging rights? 
Within and between U.S. industries, the level of chief     mously—from Michael Eisner's $40 million, all 
executive  officers'  total  compensation  varies  enor-     way to A. Bronson Thayer's $9,000. 

the 

Industry 

Number 
of 

cos 
median 

(000) 

    Total 
    highest paid   

company                  executive 

:ompens 

(000) 

. 

company 
lowest paid    

executive (000) 

Beverages and tobacco 10 51,510 Anheuser-Busch    August A Busch III $5,684 Adolph Coors Jeffrey H Coors $363 

Communications media 24 1,473 Time Inc                J Richard Munro 7,413 Tele-Commun John C Malone 415 

Financial services 17 1,339 American Express James D Robinson III 11,241 Southmark Arthur G Weiss 480 

Food processors 23 1,320 Ralston Purina      William P Stiritz 13,005 Holly Farms R Lee Taylor II 262 

Surface transportation 13 1,297 Alex & Baldwin     Robert J Pfeiffer 2,176 Roadway Services Joseph M Clapp 445 

Leisure and recreation 18 1,246 Walt Disney          Michael D Eisner 40,100 UA Commun Stewart D Blair 295 

Health 29 1,196 Bristol-Myers         Richard L Gelb 14,138 Gcnentech Robert A Swanson 425 

Industrial and office services      17 1,185 Waste Mgmt          Dean L Buntrock 8,584 Microsoft William H Gates III 175 

Consumer products 17 1,179 Clorox                    Charles R Weaver 3,207 Whirlpool David R Whitwam 576 

Conglomerates 9 1,110 ITT                          Rand V Araskog 3,048 Berkshire HathawayWarren E Buffett 101 

Chemicals 34 1,078 Sterling Chem       1 Virgil Waggoner 7,380 Gr Amer Mgmt Samuel Zell 28 

Aerospace and defense 21 1,070 Litton Industries   Orion L Hoch 4,608 Grumman John O'Brien 515 

Telecommunications 19 1,032 US West                 Jack A MacAllister 2,347 McCaw Cellular Craig O McCaw 304 

Construction 21 990 Tyco Laboratories (ohn F Fort 3,340 Turner Corp Alfred T McNeill 285 

Apparel, shoes and textiles 5 985 Reebok Intl             Paul B Fireman 11,443 Nike Philip H Knight 260 

Oil 31 978 Mobil                      Allen E Murray 2,847 Amerada Hess Leon Hess 315 

Insurance 45 975 American Family John B Amos 4,526 Washington Natl Robert W Patin 188 

Retailing 37 904 Toys "R" Us           Charles Lazarus 4,429 Price Co Robert E Price 230 

Metals 18 889 Reynolds Metals   William O Bourke 1,408 Wheeling-Pitts Wm J Scharffenberger 300 

Computers and electronics 32 863 Digital Equipment Kenneth H Olsen 9,984 Intergraph James W Meadlock 263 

Automotive 20 860 Ford Motor             Donald E Petersen 10,491 Fruehauf T Neal Combs 265 

Packaging 7 841 Jefferson Smurfit   Michael W I Smurfit 9,252 Longview Fibre Richard P Wollenberg 379 

Heavy equipment 14 826 Parker-Hannifin    Paul G Schloemer 2,103 Timken William R Timken Jr 556 

Paper 13 823 Mead                      Burnell R Roberts 4,087 Consolidated PapersGeorge W Mead 398 

Air transport 9 809 UAL                        Stephen M Wolf 6,423 Pan Am Thomas G Plaskett 507 

Natural gas 16 729 Pacific Enterprises Paul A Miller 1,302 Kansas P&L David S Black 271 

Electrical equipment 7 638 Emerson Electric   Charles F Knight 2,345 Square D Jerre L Stead 532 

Banks and thrifts 185 604 Columbia S&L      Thomas Spiegel 8,734 First Florida Banks A Bronson Thayer 9 

Food distributors 19 589 Kroger                     Lyle Everingham 4,873 Bruno's Angelo J Bruno 322 

Electric utilities 62 441 Ipalco Enterprises Zane G Todd 1,269 PSI Holdings James E Rogers Jr 59 

and rights. Instead, many report the total gains for three- or 
even five-year periods. In its latest proxy American Ex- 
press reports that Chief Executive James D. Robinson III 
realized stock option gains of $7.69 million over the past 
three years. How much of that was realized in 1988? To 
answer that question, you have to dig out the proxies for 
1986 and .1987, which show that Robinson's gains from 
exercising stock options in those two years could not have 
exceeded $1.27 million. Subtract this amount from the 
three-year figure given in the 1988 proxy, and Robinson's 
realized gains on stock options in 1988 came to at least 
$6.42 million. That boosted his total compensation last 
year to $11.2 million, but it took plenty of financial 
detective work to arrive at that figure. 

It's interesting to note that despite the recent income 
tax rate cuts, deferred compensation plans remain popular. 
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Fredrick Schick, a senior executive compensation consul- 
tant with the Chicago branch of Noble Lowndes, says the 
number of such plans offered by companies with sales of 
over $1 billion increased 20% last year alone. 

They come in all shapes and sizes. In one popular vari- 
ety, the executive has the right to defer a portion of 
compensation until termination or retirement. Does this 
make sense? That depends on the tax and interest rate 
assumptions you make. Deloitte's Kochis notes than 
many companies pay interest at prime or better on their 
executives' deferred compensation accounts. "Compound- 
ing pretax money gives you some very, very attractive 
aftertax returns," says Kochis. But he concurs in Schick's 
warning that an executive risks losing his entire deferred 
compensation bundle should his employer go bankrupt, or 
even be taken over.—Susan Chin 
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People at the top 
in their own words 

T HE  800  PEOPLE  who  run  the 
country's    largest    companies 

collectively earned $782 million 

By Patrice Duggan, Michael Fritz, 
William Heuslein and Lisa Scheer 

last year. Almost half of them were paid $1 million or 
more, including gains realized on company stock options. 
(The dollar figures below are the executives' total 1988 
compensation.) 

So much for gross abstractions. What do individual chief 
executives actually think about—and do with—all the 
money they make? Is there life after work? 

To find out, we called dozens of the country's highest- 
paid executives and asked a lot of questions: How do you 
spend your leisure time? Where do you go on vacations? 
Do you have a second home? Where? What career advice 

do you have for young people? How do 
you invest your money? And so on. 

Some of the executives we contact- 
ed were understandably reluctant to talk about such per- 
sonal matters. But many more responded generously and 
articulately. What emerged from the interviews were por- 
traits of chief executives as people of parts—hard to gener- 
alize about, impossible to stereotype. Work is, of course, 
important. But so are skiing trips, charity and community 
service work, and—clearly above all—families. Many of 
the executives said they were surprised to be earning as 
much as they are. 

Here, 44 of the country's best-paid executives talk to 
FORBES about things they don't often talk to reporters about. 

Ralph E. Ablon 
Ogden Corp. 
$4,340,000 

"The Lamborghinis, Ferraris and 
jumping horses are behind me. 1 have 
deteriorated to fishing—anywhere, 
anytime," including Newfoundland 
for salmon, Florida and Costa Rica for 
tarpon. Also swims four days a week 
and builds furniture at Connecticut 
workshop. Drives automatic shift 
1989 12-cylinder Jaguar coupe—"a 
sheer, absolute, pure indulgence." 

Career advice: "A job is a means to 
an end. If you're looking for a specific 
career because you think it will make 
you happy, forget it. You have to 
make you happy. Jobs—even sala- 
ries -don't do it once you get used to 
them." 

On achieving success: "A success- 
ful person is generally somebody who 
has been in the right place at the right 
time and in possession of an idea 
•hose time had come. The fact that 

he looks back many years later with a 
■mount oi m the bank and 

;1\    ii-lis   v    :   body   how   he 
I it—this is mi u his own 

I'm   much   more   in- 
• >  think  oJ   what  1 do as a 

ics: king 
i.   n   k,  run 

it very popular 
rs." 

idmired p iur boss, 
■bes. Mos- ,-■   | u  are so 

busy pretending i that 

we never know who the hell they are. 
1 admire his self-sufficiency and his 
unabashed joy in living." 

Biggest personal expenses: New 
York and Connecticut homes. Also 
his tishing boat. 

Personal investments: Divides in- 
vestment portfolio evenly among 
hxed-income securities, equities and 
real estate. Uses an adviser to help 
execute plan. 

Best investment outside Ogden: 
"The real estate I bought to live in." 
Worst: stocks. "I have never owed 
money to anybody since I got out of 
college." 

On earning more than $4 million in 

1988: "I regularly get letters from peo- 
ple questioning whether that is justi- 
fiable pay for a CEO. I know exactly 
how they feel. I live on a scale that my 
parents would not have dreamed of. 
When I was getting out of college and 
planning to live very happily with my 
wife on $75 a week, the president of 
U.S. Steel was getting $75,000 a year. I 
would have signed a lifetime contract 
for $15,000 a year and been willing to 
sign a petition saying that nobody 
should earn over $25,000 a year, and 
then gone out and voted for Norman 
Thomas for President." 

On passing on wealth: "I have 
wanted to make sure that my four 
children could take any job they 
wanted and not be obliged to take 
something to afford a car or an apart- 
ment. So I have made sure my chil- 
dren have a very modest kind of in- 
come source, entirely for the purpose 
of giving them freedom of choice as to 
what they do. It doesn't mean they 
can have a house on the Riviera. It 
means they can drive a car and pay 
rent or buy an apartment." 

Dexter Baker 
Air Products & Chemicals 

$1,895,000 

A ten-year resident of Wimbledon, 
England—where at 30 he set up the 
European operations for Air Products' 
industrial gas business—Baker played 
tennis greats Ken Rosewall, Rod La- 
ver, Arthur Ashe, in round robin Pro- 
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Am tours. With wife, Dottie, owns 
second home on golf course at Hilton 
Head, S.C. 

"We're on the eighth fairway, but 
we're only one fairway away from the 
tennis court. I've been accused of in- 
terviewing our daughters' boyfriends 
on the tennis courts." In addition to 
Hilton Head home, has house on 20 
acres in Allentown, Pa. and a condo- 
minium in Boca Raton, Fla. 

His biggest personal expense is 
charitable contributions. "I contrib- 
ute between 20% and 30% of my an- 
nual income to charities." The benefi- 
ciaries include a minority Boy Scout 
program in Lehigh Valley, the Allen- 
town symphony and chamber orches- 
tras and both Muhlenberg College and 
Lehigh University. 

Personal investments: Biggest in- 
vestment outside of 340,000 shares of 
Air Products stock is real estate. 
Owns a part interest in Allentown 

Hilton. Also buys tax-exempt munici- 
pal bonds, mostly Pennsylvania 
school or authority bonds, and Wind- 
sor Mutual Funds through Air Prod- 
ucts' profit-sharing plan. 

Worst investments: tax shelter 
deals on apartment buildings in other 
cities. "I got the shelter, but I didn't 
get much gain." Lesson learned: "Out 
of sight, out of mind also means out of 
pocket." 

The business leader he admires 
most: Robert Galvin, chairman of 
Motorola. "He has gotten everyone in 
the company thinking quality, and 
competing with the Japanese on the 
basis of quality of products and meet- 

ing customer satisfaction at a high 
standard." 

William Boeschenstein 
Owens-Corning 

$2,545,000 

"I don't know whether you call it 
relaxing, but I do play golf and ten- 
nis." Also reads business magazines, 

Mm C   Ihll.irv 

current novels—"some that are kind 
of trashy"—including Red October, 
Cardinal of the Kremlin and other Tom 
Clancy books. 

"My principal investment has been 
in Owens-Corning [he owns 279,100 
shares, worth $7.8 million]. Last year I 
exercised a stock option that was in 
its tenth year, and that was a major 
investment for me." 

Does his own investing through a 
diversified portfolio with ten catego- 
ries and no more than 10% to 15% 
weighting in each. "I tend to look at 
the weightings of the sectors, and 
move them around depending on 
what the economic environment ap- 
pears to be." 

Long-term investor: "I've dabbled 
in private partnerships, but it's been 
absolutely minimal. I tend to stick 
with names like IBM through thick 
and thin." 

Also buys fixed-income instru- 
ments maturing in five years or less. 
"The yield curve being what it is, it 
doesn't seem the appropriate time to 
go very long. And the economy is rela- 
tively uncertain." 

With wife, Molly, buys paintings 
from art galleries. "We haven't struck 
any artists who have become well 
known. We collect on an intuitive 

basis." 
Advice to his children pursuing 

business careers: "I've long since 
learned that you don't tell your kids 
what to do. You let them make their 
own decisions. I've encouraged our 
four sons to find something that turns 
them on, in a field in which they have 
a significant interest." 

Among big expenses are improve- 
mentson 60-year-old home in Perrys- 
burg, Ohio, outside Toledo. Owns an 
apartment in Oceanridge, Fla. 

Charities: trustee, Toledo Museum 
of Art; member, national board, 
Smithsonian Associates. Boeschen- 
stein contributes primarily to hospi- 
tals and to education. 

Dean Buntrock 
Waste Management 

$8,584,000 
KiAin llor.iu I'k-iun.-1.roup 

"If I didn't exercise stock options this 
year you wouldn't be talking to me." 
Buntrock, son of a South Dakota In- 
ternational Harvester farm imple- 
ment dealer, likes to hunt—"some- 
thing my father and I enjoyed doing 
together"—primarily duck, quail, 
pheasant, at family-owned farm near 
Lake Geneva, Wis. Hunts big game in 
continental U.S., British Columbia, 
Alaska, Tanzania. 

Also collects art depicting the 
American West and, with second 
wife, Rose Marie, enjoys Chicago 
Symphony Orchestra. 

Largest expense: hunting. 
Best investment: Waste Manage- 

ment, in which he owns stock worth 
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People At The Top/In Their Own Words 
nearly $79 million. 

Worst investment: "(Silence] ... I 
guess I forget all the bad ones." 

"I do very little investment in the 
stock market. I'm an investor in Burn- 
ham Partners; we own five television 
stations. It's a project with some 
friends." 

Opinion of his compensation: 
"Those stock options aren't worth a 
dime if the stock doesn't go up. It's a 
tax-planning exercise. But you don't 
see the money. It's not cash that 
comes flowing through your ac- 
count." 

Three daughters: a registered archi- 
tect; a former arbitrager at a New 
York investment bank, recently mar- 
ried, now living in London; and a 
freshman at UCLA. 

"This company has gone from $16 
million to $4 billion [in revenues] in 
18 years. Most of my time is work- 
associated. I guess the time that my 
wife and I enjoy privately is at our 
home on the lake near Chicago, and 
poking around the farm sometimes 
weekends." 

Stanton R. Cook 
Tribune Co. 
$5,881,000 

"I love doing a little photography—no 
time for developing, I just enjoy tak- 
ing pictures." Also, fishing: "I usually 
try to fish for Atlantic salmon, flyrod 
fishing in Quebec." 

Builds model airplanes. "I do a little 
amateur carpentry. I'll tackle a small 
building." 

For vacations, heads up to his lake 
house in Michigan. "I'll take an occa- 
sional weekend and go up, but I 
haven't been able to do that for six 
months." 

Family: "I prefer not to comment 
about my children other than to say 
I'm very fortunate to have them." 

Largest expense: "My college ef- 
forts are winding up this year. I think 
that it's a balance of trying to provide 
a measure of giving to worthy chari- 
ties and organizations within your 
community." 

Favorite charity: "I'm very partial 
to Northwestern. I'm a graduate and 
trustee." 

Investing: "I pretty much depend 
on professionals to help me in this 
area." 

On his success: "I imagine my par- 
ents would be surprised and probably 
pleased. I'm from a very modest fam- 
ily. I've been very fortunate, and I 
count my blessings." 

Business leader most admired: "I've 
been fortunate to work with some 
wonderful people in my company and 
those are the people that I have great 
respect for." 

John Curley 
Gannett 

$1,987,000 

Curley runs 25 to 30 miles a week and 
plays tennis at Washington, D.C's 
Kenwood Club. The grandson of a Le- 
high Valley Railroad engineer, he still 
plays with model Lionel and HO 
trains. "We finally got a basement 
with room, so we set the trains up this 
year." Big fan of Pcnn State Universi- 
ty football and San Francisco Giants 
baseball. 

Has two sons: 24-year-old photogra- 
pher-turned-rock musician, and 20- 
ycar-old Duke University junior ma- 
joring in political science (will intern 
as reporter this summer). 

Consumes newspapers and books. 
Recent reads: Neal Shcchan's Bright 
Shining Lie, Dick Francis' Fit to Print 
Owns a vacation home near Bethany 
Beach, Del., but spends 70% of his 
time traveling and says "I haven't 
been there since last October." Last 
vacation: tennis and beach slumming 
in Virgin Islands. Favorite vacation: 
tennis on Paradise Island, Bahamas. 
"It's not very exotic, but it is close." 

Doug Mirnuez/i'taurc Group 

Biggest expense: paying off 
$800,000 loan on 67,000 shares of 
Gannett stock bought in the low 30s; 

the stock is now worth $2.8 million. 
Also, mortgages on two homes and 
Delaware beach property. 

Invests extra cash in Gannett stock. 
Also two mutual funds, but outside of 
Gannett prefers real estate. Invest- 
ment goal: capital preservation. "It's 
easier to lose money than make it." 
Worst investment: some soured tax- 
shelter housing deals. 

On earning $2 million: "I think one 
is always surprised to be making that 
much money if one didn't expect to 
make that much money." When did 
he consider himself to be making a lot 
of money? "About 15 years ago, when 
I was earning $50,000." 

Martin Davis 
Gulf & Western 

$4,567,000 

"If you want pictures of New York, 
you're talking to the right guy." A 
native of the Bronx, Davis photo- 
graphs Central Park and other New 
York scenes from the window of his 
office on the 42nd floor of the Gulf & 
Western building. His favorite shot is 
of the United Nations building, 
"when the U.N. was part of the 
slaughterhouse district of New 
York." 

Rides horses in Connecticut, skis in 
Europe, New England. Collects art. "I 
relax working, but I'm not a worka- 
holic. A workaholic is someone with 
a problem." 

Davis' investment strategy: "I don't 
devote any time to investments. You 
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Andrew Popper 

ask me what I own? Besides Gulf &. 
Western [939,233 shares, worth $50.5 
million], I don't know. I don't have 
very much investment in other com- 
panies. I always invested where I 
work." 

Charities: chairman, National Mul- 
tiple Sclerosis Society, for which he 
raised $2 million at Dinner of Cham- 
pions this April. Met wife Luella at MS 
fundraiser 17 years ago. Board of trust- 
ees, Carnegie Hall. "I [support] any- 
thing having to do with preserving 
something or with children." 

"I like cars. I pull them apart and 
put them back together." Drives a 
1963 Buick Special and 1973 Mer- 
cedes 450 SL convertible, both kept 
outside Manhattan. "If I kept them in 
New York, the garage fees would 
break me." 

Most admired business leaders: 
Thomas Murphy, chairman, Capital 
Cities/ABC; and General Motors' Al- 
fred Sloan. "I keep his book [My Years 
With General Motors] in my desk draw- 
er. You learn more about conglomera- 
tion and deconglomeration and re- 
structuring there. It's a great primer." 

Daniel P. Davison 
U.S. Trust 
$3,833,000 

Investment goal: preservation of capi- 
tal, especially since turning 60 four 
years ago. Davison's grandfather was 
senior partner at J.P. Morgan Co. 
"That money provided a nice stan- 
dard of living for several generations, 
but it's been divided and taxed so 
many times there isn't an awful lot 
left. I watch my U.S. Trust stock, and 
my company's advisers watch what- 
ever I have outside that." Favorite in- 
vestment: Burlington Northern. 
Worst: oil limited partnerships, before 

the oil crash and tax reform. Biggest 
expense: mortgage and upkeep on 
1,200-acre south Georgia farm, 
bought in 1973. 

"I'm also the central banker for my 
family. My children are having fam- 
ilies, and sometimes they need help. 
I'll certainly provide educational ex- 
penses for my grandchildren." Backs 
family ventures, including son's real 
estate and business record storage 
ventures in Dallas; nephew's mussel 
farm in Maine. 

In summer, Davison sails his 30- 
foot auxiliary sloop Stormy Weather, 
moored at Long Island's Peacock 
Point. Real passion (like that of his 
father, who headed New York's 
American Museum of Natural Histo- 
ry) is bird hunting. 

Spends about two weeks between 
November and February shooting 
quail at his Georgia farm. "It's a fam- 
ily place. All three sons are keen 
sportsmen. They've learned by their 
father's mistakes." 

Occasional fly fisherman and col- 
lector of 19th-century sporting paint- 
ings. Last vacation away from farm: 
one week at Long Point Co., Ontario, 
a Canada hunt club. 

Philanthropic pursuits: Metropoli- 
tan Museum of Art, Nature Conser- 
vancy, Cooper Union, Cornell Medi- 
cal School. Member of Piping Rock 
and Union clubs. "The company cov- 
ers dues for one of them, but I don't 
want to say which—it's a difficult le- 
gal question these days." 

Business advice to his sons: "I don't 
care what they go into so long as they 
enjoy it, they're productive and 
they're happy." 

James R. Eiszner 
CPC International 

$2,417,000 

Managed to sneak in four weeks last 
year casting for bass at lakeside Poco- 
nos cottage. Also plays Knickerbocker 
links four or five times annually with 
26 handicap. "I just don't have any of 
these scintillating occupations or vo- 
cations. The opportunity for a CEO to 
develop a lot of leisure activities indi- 
cates that either he's got his succes- 
sion already in place or he's ignoring 
his company. I'm hoping I can spend a 
little bit more time away from the 
office, since it's probably beneficial 
for my potential heirs to function 
without having me look over their 
shoulders." 

Favorite vacation spot: former lake 
cottage near Tomahawk, Wis. "The 
fishing was reasonably good, and the 
quiet was wonderful." 

Two sons, one is an antitrust litiga- 
tor, and the other is a national sales 
manager for a textilemaker. Career 
advice: "The minute you are really 
unhappy with your job, quit. No job is 
worth working at if you're miserable 
doing it." 

"My father employed four or five 
people at a small machine shop in 
Chicago. He retired in 1949, and my 
guess is that he never made more than 
$15,000 a year. I have thought many 
times that it's too bad my parents 
didn't get to see me make CEO, but 
they saw me elected a vice president, 
and that thrilled them." 

Two years ago sought out financial 
adviser. "He pointed out that it really 
wasn't appropriate that 95% of my 
net worth was in CPC stock—no mat- 
ter how much I believed in CPC. I've 
been trying to diversify recently. 
Treasury bills are the temporary 
catchall till we decide what this crazy 
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toidi Announces ANo-Mone 
Completely Warranted, Emi 

Once again, Audi takes an alternate route. By offering 
an attractive alternative to long-term leasing. The Audi 
3-Year Test Drive. 

Call 1-800-AUDI-3YR. 
Learn about the lease that's long on rewards and 

short on responsibilities. Because there's no down 
payment* No scheduled maintenance costs. And 
no worries. 

Instead, Audi covers all routine maintenance 
expenses (including fluids, parts and labor) for the life 
of the lease. In addition, unlike most longer leases, 

Audi's bumper-to-bumper coverage doesn't run out 
before your contract does—thanks to the full-term 
3-year or 50,000 mile warranty. Your lease even includes] 
24-Hour Roadside Assistance. 

Best of all, our three-year rates compare favorably 
with traditional 60-month term leases (or purchases). 
Perhaps more than favorably when one considers the 
value of the complete coverage. For instance, the Audi! 
80 shown below is a mere: 

$398 Per Month. 
And since the Audi 3-Year Test Drive is available 

The Audi Three 



:)own, No-Charge Maintenance, 
ntly Affordable, Short-Term Lease. 

n all 13 Audi models, you need only choose your 
ivorite Sedan or Wagon. Choose your favorite color. 

. .nd choose your favorite road. Then, get ready for the 
nique exhilaration of an all-wheel Quattro drive or 
dvanced front-wheel drive luxury automobile. 

As one financial authority recently advised: "If 
(ou buy a new car as frequently as every four years, 
ou should now consider leasing." The Audi 3-Year 
est Drive is an exceptional way to start. Just see your 
aidi dealer. Or call the number above. But do it soon, 
ecause while the test drive lasts three years, the offer 
; limited. 

'Offered by VW Credit, Inc through participating dealers Lease based on 
MSRP including destination charge Dealer contributions to this offer may affect 
final negotiated transaction Thirty-six month closed-end lease. No down pay- 
ment; no purchase option First month's lease payment of $398 plus refundable 
security deposit equal to one month's payment required at lease inception; Tax, 
license, dealer prep, options extra, KM per mile over 50,000 miles. Lessee is 
responsible for excessive wear and use. Total of monthly payments for Audi 80 
shown: $14,328.00 

Ask your dealer for details of Audi's limited bumper-to-bumper warranty. 
No-charge scheduled maintenance runs three years or 50,000 
miles, whichever comes first Roadside Assistance is provided 
by the United States Auto Club, Motoring Division, Inc 

Another Advantage Of 
The Alternate Route. 

i^barlest Drive 

.. 



People At The Top/In Their Own Words 
bond market is going to do." Thinks 
oil stocks, such as Amoco and Exxon, 
look good. 

Avoids real estate: "I find that a 
little difficult to do, which is probably 
why a lot of other people make a lot of 
money at it." Worst investment: 
Armco Steel. 

Most admired business person: 
Merck's Roy Vagelos. "Much of the 
success he is enjoying is the result of 
the work he did when he headed their 
R&D activities. He's also a decent hu- 
man being." 

Lyle Everingham 
Kroger 

$4,873,000 

In his spare time, says Everingham, "I 
do a little of a lot of things. I'm a lousy 
swimmer, I show up on the golf 
course, I'm a hacker on the tennis 
court, and a lousy piano player and a 
lousy organ player. But I still enjoy 
myself." 

Vacations: "In the last few years we 
have taken our family on spring ski- 
ing vacations in Colorado. We have a 
condominium in Naples, Fla. that we 
get to occasionally." 

Everingham and wife, Rlene (pro- 
nounced Arlcne), have three children. 
"But only the youngest is living at 
home. She's 25. She sleeps at home, 
but she's not here very often." Also, 
four grandchildren. 

Biggest expense: "The upkeep and 
paying the mortgage on my house." 

Personal investing: "I have some- 
one else do it for me. I just don't have 
the time." 

Favorite investment (aside from 
Kroger): "No favorite, but recently 
I've put a lot in government securi- 
ties." Primary financial objectives: 
"Security, and to be able to fund the 

things I want to fund—like my grand- 
children's education." 

Worst investment: "I've been in a 
few oil wells that I wish I hadn't." 

Everingham's primary charity: the 
Salvation Army. 

Business leaders most admired: "I 
have a great deal of respect for my 
predecessors here at Kroger, Jim Her- 
ring, fake Davis and Joe Hall." 

Is $4.9 million a lot of money? "To 
me it's a lot of money. I would have to 
say my fortunes at Kroger have been 
beyond my expectations. I come from 
a very humble beginning, and I have 
to pinch myself with regularity." 

Paul Fireman 
Reebok 

$11,443,000 

TmiMlhv While Onvx 

Last few years has spent Christmas 
with family in Aruba—"an incredibly 
warm, family island." Golfs, sails 
with family, plays bridge and poker. 
Favorite restaurant: Luna Cafe in 
Chestnut Hill, Mass. "Unpretentious, 
and everything from roasted chicken 
to fish to pizza, which I like." 

Biggest expense: three children's 
education. 

With wife Phyllis, owns nearly 15% 
of Reebok stock, lately worth $223.3 
million. Investment strategy: "The 
investments I like the best are ones I 
can see or smell or taste. I'm not that 
big on the stock market, although I do 
invest in it. I prefer land or buildings 
or something where I can see how it 
participates in the world more direct- 
ly. I happen to be investing in the 
construction of a golf course, though I 
don't want to say where." 

Worst investment: "I lose money 
mostly when I'm speculating, and in 
an area where I have no expertise. My 
worst investments are usually stock- 

or venture-related." 
Charities: Combined Jewish Phi- 

lanthropies, the Anti-Defamation 
League, Boston Museum of Fine Arts. 

Career advice: "Find a company 
that has the kind of commitments in 
life that you want to stand for—it's 
not a question of a big company or a 
small company. Secondly, start at a 
job that you will not have later in life 
when you succeed, because at some 
point in your life you will need to 
reflect back on that early experience. 
The more levels you skip in the early 
stages will just make it that much 
more difficult for you to relate to the 
people you're going to be leading." 

S. Parker Gilbert 
Morgan Stanley 

$4,455,000 

"I love to fly-fish for salmon in Cana- 
da or Iceland and to surf-cast out on 
Long Island." Has homes in Manhat- 
tan, Southampton, and a third near 
Charleston, S.C. Keen golfer (handi- 
cap: 7), especially at Long Island's 
Shinnecock Hills club. 

After graduation from Yale (B.A. 
History, '56), spent three years in U.S. 
Army counterintelligence, then 
joined Morgan Stanley. 

"When I started, the firm had not 
many more than 100 people and $7 
million in capital. Now we have 
roughly 6,500 people and our total 
capital, some of which is debt, is 
about $2.5 billion." 

Relaxation reading: "I mainly buy 
action novels for long airplane rides. I 
just finished James McPherson's Bat- 
tle Cry af Freedom, which is about the 
Civil War." 

Personal investments: "I don't have 
a large investment portfolio. My in- 
vestments   are   in   Morgan   Stanley 
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Are you finding it 
tough to get your banker to move 

on a corporate credit deal? 
1**89 The Bank of Ncu York    Member FDIC    An Equil Opportunity Lender 

You shouldn't have 
to move mountains to 
get your bank to re- 
spond to a corporate 
credit request. 

More specifically, 
you shouldn't have to 
move a calling officer, 
a team leader, a staff 
credit officer and a 
division executive, 
much less a multitude 
of loan committees. 

Fortunately, The 
Bank of New York 
takes a leaner ap- 
proach to the approval 
process: We have fewer 
people involved, so the 
speed with which we 
make decisions is 
greater. 

The fact is, The 
Bank of New York is 
known among major 
corporations as offer- 

extremely 
quick re- 
sponse to 

credit and any 
other customer re- 
quests. Which should 

explain why we are participating in more corporate credit transactions than ever before. 
And why more and more corporations are inviting us to act as agent on major credits. 

So if your corporation is in need of credit, but also finds itself under- rTTJp 
standably short on patience, The Bank of New York is most anxious     r> \\r / f^r? 

We think you'll find the best thing about working with people who       £"*. lW 
are already in step with you, is that you don't have to push them. lORK 



People At The Top/In Their Own Words 
stock. That's it. Over the years we've 
built up a significant interest in the 
firm. [He owns 1,143,199 shares, 
worth $66.1 million.] That's the way I 
want it to be." 

Gilbert and wife, Gail, have three 
children. "Our daughter works for 
Hill & Knowlton and our oldest son is 
at business school at New York Uni- 
versity. The youngest son goes to 
Middlebury College." 

Charity and community service ac- 
tivities: vice chairman of the board of 
New York's St. Luke's/Roosevelt 
Hospital Center; president of the 
board of trustees of the Pierpont Mor- 
gan Library; member of the Alfred P. 
Sloan and Josiah H. Macy founda- 
tions; on the board of the Hotchkiss 
School. 

Daniel E. Gill 
Bausch & Lomb 

$2,210,000 

"My wife, Dorothy, and I have a sum- 
mer home on the Finger Lakes in up- 
state New York. We have a tennis 
court there, and I love to play and to 
spend time on the lake. 

"I love the warm weather. Love Bar- 
bados. Wc always go for at least a 
couple of weeks in the winter." They 
usually take along their four children. 
"Two of them go to Columbia's grad- 
uate school—one is a Ph.D. student in 
history, one in the M.B.A. program. 
Another son is in the M.B.A. program 
at the University of Chicago, and the 
fourth is graduating from Boston Col- 
lege and was just accepted into Har- 

vard in psychology. I ended up with a 
very academic family." 

Biggest expense: "With four kids in 
graduate school, education is by far 
the biggest expense." 

Favorite restaurant: "In Rochester, 
the Genessec Valley Club (private). In 
New York City, I enjoy the Four Sea- 
sons. But I eat out for business so 
much that any time I don't have to, I 
love to stay home." 

Investing: "Most of my invest- 
ments are in upstate New York. I tend 
to invest in real estate projects, al- 
ways as a silent investor." Worst in- 
vestment: "I once invested in a devel- 
opmental oil well. It was the one time 
I didn't invest in upstate New York, 
and it turned out to be nothing but dry 
holes." 

Charities: United Way (formerly 
Rochester's Capital Campaign chair- 
man) and the Rochester Philharmonic 
Orchestra. 

"Some of the people that I most 
admire in business are the presidents 
and founders of companies that we 
have acquired. Dr. Henry Foster 
founded Charles River Laboratories. 
He started it from scratch, ran it for 40 
years and built it into a $100 million 
company." 

Alan Greenberg 
Bear, Stearns 
$2,448,000 

"I play a lot of bridge." Nationally 
ranked bridge player "Ace" Greenberg 
plays with old friends Milton Petrie, 
Laurence Tisch. 

"I also love magic." Performed for 
around 300 people, mostly children, 
at Bear, Steams' Park Avenue head- 
quarters last Christmas. "I'm working 
now on next year's show. I'm getting 
nervous. (To practice) I stand in front 
of a mirror and act crazy. 

"I love to train and show dogs. I 
have two dogs, a Papillon and a Ca- 
naan. I like to fish. Horseback ride. I 
hunt antelopes, deer with a bow and 
arrow, in the past in Mozambique and 
South Africa." 

Has he ever killed one? "The an- 
swer is yes. I've done that naughty 
thing. Look, every time I killed one of 
those things 1 saved a cow's life, be- 
cause we ate them. Everything we 
shot wc ate." Doesn't use guns. "I 
never heard of anyone getting killed 
with an unloaded bow." 

Best investment: stocks and short- 
term bonds. "It 1 buy a bond, I want it 

( Ml Kgil ' I' I 

to be a three-to-six-month maturity. 
Basically I'm afraid of inflation." In- 
vests modestly in real estate. 

Married second wife, Kathy Olson 
Greenberg, two years ago in June. She 
teaches at Cardozo Law School. 

Charities: "I'm very involved in 
about 10 or 15. If I mention the chari- 
ty, it's like bragging. I'm very interest- 
ed in charity. I don't like the meet- 
ings, but I'm very happy to try to raise 
money for them." One of largest sin- 
gle donors, United Jewish Appeal, 
New York City. 

Career advice to children? "My 
daughter was the first woman mem- 
ber of the American Stock Exchange. 
That was 11 years ago. She rents the 
seat now. She's a mother. My son is 
head of risk arbitrage of the Dresdner 
Bank in New York City. Does that 
answer your question?" 

John Gutfreund 
Salomon Brothers 

$5,113,000 

A museum habitue, Gutfreund says, 
"I like the great Flemish masters, tap- 
estries in the Cluny museum in Paris, 
almost everything except the extreme 
modern art, which I don't feel or un- 
derstand. I have no great desire to own 
paintings. I really just like to see 
them." 

Maintains a sumptuous Fifth Ave- 
nue apartment and a home on Paris' 
Left Bank, near the Musee d'Orsay. 

Gutfreund's investment strategy: 
outside of Salomon stock (worth $2.9 
million), oil and gas limited partner- 
ships through Phibro-Salomon and 
various limited partnerships with 
merchant bank Warburg Pincus and a 
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BATTERIES 
NOT INCLUDED. 

[ TO  SOUND  ALARM ]       1 
-^ 

f M M 
PULL DOWN J 

You can spend $500,000 on an elaborate 
fire protection system. But if you neglect to 
replace a $50 battery somewhere in that sys- 
tem, you may not be fully protected. 

Your property could be in danger. As well 
as your employees. 

A dead battery. A blocked sprinkler. A dis- 
connected phone line. Those are just a few of 
the potentially catastrophic oversights that are 
detected on a regular basis by the loss control 
professionals of the CIGNA Property and Casualty 
Companies. Oversights that turn up in about 
30% of the fire protection systems we survey. 

But fire isn't the only risk a business may 
encounter. Which is why we have loss control 
professionals in every area from product safety 
to building construction. 

All in all, we have over 500 of these 
specialists—each with the experience and 
depth of knowledge they need to find the 
problems you don't need. 

But our people don't just point out prob- 
lems. They point out solutions. Solutions tailored 
to the unique characteristics of your business. 

Unfortunately, too many businesses wait for 
a loss to occur before they decide to imple- 
ment a loss control program. Don't be one of 
them. Write CIGNA Companies, Dept. R14, One 
Logan Sq., Philadelphia, PA 19103. 

Pinpointing dangers before they become 
disasters. It's just one more 
example of CIGNA's 
commitment to person- 
alized service to business. 

CIGNA 



JPeopIe At The Top/In Their Own Words 
Rub Kinmonth 
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fund managed by Gibbons, Green van 
Amerongen. 

Worst investments: At age 30, 
backed a couple of friends' plays, lost 
a total of $10,000. Also lost about ten 
years ago on some "high-technology 
deals where I would just sign a 
check—$10,000, $25,000—never 
money I was not prepared to lose if it 
didn't work out." 

In 1987's fourth quarter, when 
Salomon lost $152 million, Gut- 
freund forfeited bonus, took 
$300,000 salary. "I didn't do as good 
a job as I thought I should have." In 
1988 earned $4 million, salary and 
bonus. "(The board was saying) that 
I had done a much better job. But 
like any company, we could always 
do a lot better." 

Largest expense: charitable contri- 
butions. "I usually give away some- 
thing in excess of 10% of my in- 
come." Chairman, finance commit- 
tee, New York Public Library and 
Oberlin College. Executive board, 
Montefiore Medical Center, Bronx. 

Favorite vacation spots: "I don't 
like sitting on beaches on islands. I 
like London a lot, probably because 
the language keeps me comfortable." 

Four sons, one a recording studio 
executive, another a merchant banker 
(at Warburg, Pincus). A third quit vice 
presidency I azard Freres recently to 
pursue Ph.D. in history. Youngest 

with second wife, Susan—"not 
fully employed." 

to sons on choosing busi- 
iree s: Do what they feel best 

like to think they arrived 
ire because it's their own 

Ad. ren   Butiett,   whose 
is 12% of Sal- 

wi sense. 
In addition  to t's some- 
thing ol use to me. 

John Hall 
Ashland Oil 
$2,306,000 

Hall tackles the "Old White" golf 
course when relaxing at his private 
cottage at the Greenbriar in West Vir- 
ginia. Handicap of 20 and falling. He 
also speed-walks and does some 
weightlifting. Last vacation: Canyon 
Ranch, "an exercise sort of place" in 
Tucson. Reads history and current 
events; recently completed Stephen 
Hawking's .4 Brief History of Time. 

Philanthropic pursuits: Trustee at 
Vanderbilt University (B.S., 1955), 
and Transylvania University of Lex- 
ington, Ky., also a member of Ameri- 
can Petroleum Institute. 

Career advice to 18-year-old son, 
now freshman in liberal arts at 
Hampshire College: "I think it 
would be good for him to go into 
information technology. It's a rapid- 
ly growing business. He's had an 
active interest in computers all his 
life." 

On present success: "For a person 
like me who is from humble begin- 
nings, $2.3 million is certainly a lot 
of money. But the most important 
thing is to have a sense of accom- 
plishment—that you're contributing 
to the welfare of the organization 
and to society. That's more impor- 
tant to my own personal esteem 
than how much money I'm being 
paid." 

For personal investments, employs 
an investment adviser and looks for 
capital appreciation. "I generally try 
to invest in things that I know some- 
thing about." Holds stock in Ashland 
(owns 43,439 shares worth $1.8 mil- 
lion], and serves on the board of Banc 
One Corp. and Reynolds Metals Co. 
Best   investment:    Ashland.   Worst: 

Bonds. "I bought bonds some time 
back, when interest rates were 
lower." 

Hall's most admired businessman: 
the late Paul Blazer, who founded 
Ashland Oil in 1924. "His values 
formed the foundation of the compa- 
ny's corporate culture. To a large ex- 
tent you'll still see those values in our 
employees." 

Charles M. Harper 
ConAgra Inc. 

$2,704,000 

Mike Harper slips out to his house in 
Snowmass, Colo, two to three weeks 
a year. "I like to ski, and it's also a 
great place to study your belly button 
in the summer." Gathers four chil- 
dren and nine grandchildren at Snow- 
mass for holidays. 

Plays a little golf: "I hit a very long 
ball, but it winds up going in a circle 
sometimes." Likes fiction "that goes 
in one eye and out the other" while 
riding stationary bike in mornings 
(taken up after 1985 heart attack). 
Most recent book read: Tom Clancy's 
Red Storm Rising 

Dropped sailing for piloting a 
Cessna 182 and an open-cockpit 
Stearman. Recently set a San Francis- 
co-to-New York speed record. "You 
do what's available. There's a lot of 
flat land around here." 

Biggest expense: parental care. "We 
have been fortunate enough so that 
we can take care of that." 

Investment strategy: "I invest in 
the company I'm working for, so it's 
mostly in ConAgra stock. My finan- 
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People At The Top/In Their Own Words 
cial planning occurs when I come to 
work. If I do a damn good job, then my 
investment prospers." 

"We're earthy people: We live very 
simply. Our income is certainly great- 
er than my parents', but our standard 
of living hasn't really changed. I'd 
much rather come home to a turkey 
burger than go out." Drives a three- 
year-old Lincoln Continental. "It runs 
good and doesn't rattle, so I'll keep it 
forever." 

Career advice: "Look for a very sim- 
ple idea and try to build a business. 
Don't get lost in a company that has a 
lot of procedures and policies that in- 
hibit people from getting things 
done." 

Most admired businessman: Bob 
Daugherty, founder of Valmont In- 
dustries, a $663 million (sales) irriga- 
tion systems maker. "He's a top- 
drawer entrepreneur who was able to 
become a professional manager." 

Stephen D. Hassenfeld 
Hasbro 

$2,026,000 

s on Narragansett Ray, R.I., about 
halfway    between    Providence    and 

port.   "When  1  go  out  on   the 
ck and sit over the water, I teel 

•ly dream house or sum- 

Lik ISE      skiin      And 
ide Island 

Cup races as 
long as w e hav   because the \t w    >it 
area dered ti   have the finest 
racing waters in the entire U.S. Of 

course, there will be some who will 
contest that. I do like to get away. I 
love several of the Caribbean islands, 
and sometimes I'll charter a sailboat 
for a week or ten days." 

Has begun collecting art. "I won't 
say avid, but I'm getting avid. Most of 
it is contemporary art. I first got into 
it as we did our New York office 
three years ago. I felt the spirit of the 
office should reflect the business that 
the company is in, and that it should 
have an edge. That edge should in- 
clude art. Not sailing ships and hunt- 
ing scenes, as you might expect in a 
merchant bank or a law firm, but 
something more reflective of the [toy] 
business. So I began looking at and 
studying contemporary art, and now 
I'm probably in three or four galleries 
a week." 

Principal charity work: the Joint 
Distribution Committee. "It's an or- 
ganization based in New York that is 
dealing with the Russian emigrants 
finally coming out of the Soviet 
Union. We are talking about 40,000 
people this year." 

On his personal investing: "I do 
much of it myself. I'm generally an 
equities player. I try to change my 
thinking every 12 to 18 months." 

Worst investment: "Some startup 
operations. I haven't had one of those 
in four or five years." 

Businessmen he admires: Toys "R" 
Us' Charles Lazarus, K mart's Joe An- 
tonini, Wal-Mart's Sam Walton. 
"They have all done brilliant jobs." 

Alan P. Hoblitzell Jr. 
MNC Financial 

$2,412,000 

"In the wintertime we ski in Taos, 
N.M. a good bit. This past winter we 
went to Beaver Creek, Colo, for the 
first time." During the warmer 
weather, "I sail on the Chesapeake 
Bay. I have a cruising sailboat." Also 
enjoys a summer place on Nantucket 
Island. "And I like gardening. Green 
thumbt' It's green in the middle and 
hi own on the edges." 

Has four children: girls, ages 30, 28 
and 26; and with second wife, Louise, 
a boy 13 months. "It took me 25 years 
to figure out how to have a son. The 
oldest girl is a quilter, or a fiber artist, 
really. The middle one is graduating 
from Columbia business school and 
will be rejoining Goldman, Sachs. 
The youngest one will be attending 
the   Kellogg  school   of   business  at 

Northwestern this fall." 
Princeton graduate ('53) and sup- 

porter, Hoblitzell also serves on the 
boards of Johns Hopkins Hospital and 
University. Hoblitzell's charities: 
"My wife and I are running the United 
Way campaign in central Maryland. 
And we support the Baltimore Muse- 
um of Art heavily. She is president of 
the board." 

On personal investing: "No particu- 
lar favorite investment. Most of my 
investments are either in income-pro- 
ducing securities, real estate or the 
securities of the companies where 
I'm on the board. My accountant 
helps me out." 

His worst investment: "The worst I 
ever did was in a very small televi- 
sion-related company, which no long- 
er exists." 

Thoughts on his success: "I don't 
think any of us have an idea where we 
will end up in the corporation. I had 
no sense of what I would ultimately 
be earning. Obviously I'm pleased and 
delighted with what I do earn." 

Orion Hoch 
Litton Industries 

$4,608,000 

"When I get free time, I play tennis 
and I read. And if I have the opportu- 
nity, I like to just sit on the beach. 
Right now I'm reading Red Storm Rising 
by Tom Clancy, and The American Way 
of Life Need Not lie Hazardous—my 
doctor gave me that one." 

Spends weekends at a small condo- 
minium on the beach in Malibu. Last 

174 FORBES, MAY 29, 1989 



ETTING    THE    RIGHT    PEOPLE   TO   THE 
IGHT  PLACE - RIGHT AWAY.CREWS THAT FLY 

JR  THE   U.S.  COAST  GUARD   SEARCH   AND   RESCUE  TEAMS. 
IOCTORS AND NURSES WORKING WITH RESCUE GROUPS: ALL 
OUNT ON THE RELIABILITY OF AEROSPATIALE HELICOPTERS. 
'ITH    THE    COOPERATION    OF    INDUSTRY    EXPERTS    AND    AERO- 

;<?rospat\oV; 
Aerospatiale 
^rospatialt 

THE      WORLDS       MOST      ADVANCED 

|00 MEMBER WORK FORCE IN i CA«= r «_,!_!_r- ii_i_ > nc U^HINUO 

3R EFFICIENCY AND CONFIDENCE OF THE TEAMS FROM HOS- 
iTALS.   POLICE   OR   CORPORATE   MANAGEMENT.   CREATING   AND 
IORKING    TOGETHER    KEEPS    US    UP    THERE.    MEET    THE    TEAM. 

aerospatial 
AEROSPATIALE INC  1101  15TH STREET NW WASHINGTON DC 2000' 

PHONE  202 293 0650 



Beople At The Top/In Their Own Words 
vacation: Santa Fe, N.M. 

Hoch and his wife, Nan, have five 
children. "Four graduated and one to 
go. One is in business with a small 
software startup in the San Francisco 
Bay area. One daughter works for an 
advertising agency, one is a lawyer 
and one is home raising children." 
Also, three grandchildren. 

Advice to children going into busi- 
ness: "It's important that they enjoy 
what they're doing, and that they join 
a viable company, one with some fu- 
ture. I think that those are the only 
restrictions that I would put on it. I 
don't think I've had much influence 
and effect upon my children. In direct- 
ing their careers, they have chosen 
their paths themselves." 

Biggest expense: children's educa- 
tion. "We had four in college at once." 
And: "If you live down here in the Los 
Angeles area, your home is a major 
expense." 

On personal investing, Hoch says: 
"I have a portfolio that is managed by 
a Wall Street firm. Then, on my own, I 
make selected venture investments, 
principally in startups. Picking in- 
vestments is a hazardous job at best, 
and I don't think that there are any 
cut-and-fast rules." 

Point at which he thought he had 
surpassed his expectations: "I think 
when I received my Ph.D. [in electri- 
cal engineering] from Stanford." 

Most admired business leader: GE'S 
Jack Welch. "I think he took on a 
formidable task of changing the cul- 
ture of CE, and he is succeeding." 

Allen F. Jacobson 
Minnesota Mining &. Mfg (3M) 

$2,166,000 
Miiludl. Abr.inn.in\\ 

How does it feel to make $2 million? 
"I just want to get up to where the 
baseball players and rock stars are!" 
laughs Jacobson. 

"I gave up skiing Feb. 25, 1952 at 
Aspen. I had to spend the next ten 
months in a cast." Interests now in- 
clude gardening and photography; he 
collects old cameras, notably Leicas 
(FORBES, Oct. 31, 1988$. 

With wife, Barbara, Jacobson lives 
in North Oaks, a wildlife preserve 
outside of St. Paul, Minn. A reader 
now reading William Eaton's Wbo 
Killed the Constitution? and Citizens, Si- 
mon Schama's new book on the 
French Revolution. 

"We usually take at least one trip 
a year to some place that's interes- 
ting." In March visited the Galapa- 
gos Islands. Recently remodeled fa- 
mily's second home, in Naples, Fla. 
"It seems like it takes a live-in 
painter and carpenter." 

Community service and business 
activities: St. Paul United Way, Exec- 
utive Council on Foreign Diplomats, 
Chairman of the Emergency Commit- 
tee for American Trade, Business 
Council, Business Roundtable and 
U.S.-U.S.S.R. Trade and Economic 
Council. 

Career advice: Jacobson passes his 
father's advice on to his college-age 
children. "Run your own job and 
don't look elsewhere for leadership. 
Yes, you can follow somebody and it's 
good to have a mentor. But in the final 
analysis, you have to provide your 
own leadership if you are going to do 
the right kind of job and be happy." 

David Kearns 
Xerox 

$1,865,000 

Kearns jogs 4 to 5 miles a day, a few 
days a week. "I'm a physical fitness 
addict." Ran the 1979 New York Mar- 
athon in a little over four hours. "I did 
terrible, but I finished." Now limits 
himself to stationary bike in Xerox 
gym. A few years ago sold his Cessna 
210 and turned his interests toward 
golf instead; handicap: 12. Has homes 
in New Canaan, Conn, and Vero 
Beach, Fla. 

Investment strategy: outside of 
25,000 shares owned in Xerox, owns 
real estate, medium- to long-term 
bonds, mostly tax-exempt. "People 
are always talking about bonds not 
being a hedge on inflation, but you 
can get in and out of bonds, too." 

Best investment: real estate. Worst 
investment: real estate. "I've had 
some absolute disasters on real estate 
in Texas. One is going through bank- 
ruptcy. We'll probably lose everything 
when it's over." 

Other investments—including con- 
dominiums in Norwalk, Conn, and 
Rochester, N.Y.—have paid off. 
"We've turned a few over and have 
taken profit out of that." 

Businessman he admires the most: 
Johnson &. Johnson's James Burke. 
"He's run an extraordinarily profit- 
able and growing business at the same 
time." 

Biggest expense: charitable contri- 
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butions. "I contribute 10% to 15% of 
my annual income to charity." Bene- 
ficiaries include family church, the 
United Way and schools—"particu- 
larly my boys' school, the Salisbury 
School." Former board chairman, 
University of Rochester. 

Kearns and wife, Shirley, have four 
daughters, all married, and two sons, 
one already in college, the other ready 
to enter. 

Advice to people interested in busi- 
ness careers: "Get the opportunity to 
work for a company like Xerox or IBM, 
early on in a career. Companies like 
these are involved in worldwide man- 
ufacturing, development and market- 
ing. The U.S. is in a worldwide econo- 
my now. We have to be able to com- 
pete globally." 

Robert Kossick 
National Community Banks 

$2,199,000 

"I give at least half of my free time to 
my two children still at home." (Two 
others attend college. Daughter at 
Vanderbilt, son at Tulane)." Plays 
tennis at Seaview Country Club, 
Abescon, N.J.; sails on Delaware Bay; 

fly-fishes for trout in upstate New 
York. "I run and exercise in a compre- 
hensive manner at least four or five 
times a week." 

Collects antiques, especially En- 
glish furniture (begun during Citi- 
bank posting to London in early Sev- 
enties).   Also   restoring   century-old 

house in Tuxedo Park, N.Y. Likes 
management and finance books, re- 
cently Benjamin Friedman's Day of 
Reckoning and Tom Peters' Thriving on 
Chaos. Doesn't like air travel. "I limit 
my flying a great deal more these 
days, simply because I'm concerned 
about what's going on in the airline 
business." 

Career advice to children: "I be- 
came a banker more by chance than 
anything else. If they're interested in 
banking, they need to get focused ear- 
ly in their course work. Then join a 
strong money center bank for three to 
five years. Then take that knowledge 
to a regional bank where you can get 
to see a wider spectrum of banking." 

Personal investments: 95% of port- 
folio in National Community Banks 
stock (owns 139,000 shares, worth 
$5.14 million). Also owns small 
amounts of stock in other banks, and 
real estate. "I know banking, and I'd 
be very reluctant to invest in compa- 
nies where I'm not close to the inner 
workings." 

Best investment outside National 
Community: real estate. Worst: 
"Stocks of small, supposedly up-and- 
coming IPOS that did not come up as 
far and as fast as I had hoped." 

Biggest expenses: education and 
mortgage on Tuxedo home. 

Most admired businessman: Citi- 
corp's John Reed, who has done "an 
extraordinary job of making Citi- 
corp into one of the best-managed 
and highest-performance businesses 
around. John delivered a very simple 
message: A bank is like any other 
business and it ought to managed 
like a business." 

Peter B. Lewis 
Progressive Corp. 

$2,280,000 

"When I can't continue to improve at 
something, I have to go on to some- 
thing else. So I just moved from tennis 
to swimming, and now I'm swim- 
ming about five miles a week." 

Collects contemporary art. "I'm in- 
terested in contemporary design and 
architecture as well. I suppose my fa- 
vorite artist is Red Grooms, and my 
favorite architect, Frank Gehry." 

For vacations, "I've recently taken 
to chartering yachts. So far my experi- 
ence is limited to the Adriatic, the 
Mediterranean and the Caribbean." 

Has three children. "My youngest 
is studying ayurvedic medicine in Al- 

buquerque, N.M.—it's an ancient In- 
dian medical practice, not American 
Indian, but India Indian. My second 
son is in the hospitality business and 
my daughter is a lawyer who took a 
leave to be a bride." 

Supports "entrepreneurial chari- 
ties. By that I mean good efforts that 
are driven by zealots who have a new 
idea, who are trying to do things not 
done very well by the institutional 
charities." 

Investing: "I invest in nothing ex- 
cept Progressive [he owns 4.5 million 
shares, valued at SI53 million]. I have 
no other investments. Well, that's not 
quite true. I have about two or three 
other things, where I am invested 
with a friend, but it's a relatively un- 
important sum of money." 

On his financial success: "When I 
was 40 years old, if someone said I 
was going to make over $2 million, I 
would have told them they were 
nuts." 

Businessmen he admires: "Alfred 
Lerner, Progressive's chairman. I ad- 
mire his values. More from a distance, 
Alan Greenberg, who heads Bear, 
Stearns [see p. 170]. I think it's his 
commitment, his intensity, the total- 
ity of his involvement—and his sense 
of humor." 

Charles S. Locke 
Morton Thiokol 

$4,685,000 

A 17 handicap golfer and avid cross- 
country skier. "One great thing about 
living in Illinois is that it's as flat as a 
rock, so you can go almost anywhere. 
And I read most anything, mostly his- 
tory or related. But I'm a big fan of 
Michener." 

For vacations "we usually go to the 
Caribbean during late December or 
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People At The Top/In Their Own Words 
January' because the weather is so in- 
tense around here This vcar we were 
in Barbados." 

Locke and wife, Lou, have four chil- 
dren, ages 22 to 33. "My oldest daugh- 
ter has her own business in graphic 
arts and communications, my next in 
line, my only son, is in mergers and 
acquisitions with Sara Lee. A daugh- 
ter in Minneapolis is in marketing, 
and my youngest is in college. No 
grandchildren yet. I keep telling the 
kids that. I'm thinking of a reward." 

Biggest expense: "Education, but I 
don't have regrets about that. I'm a big 
believer in giving them all the educa- 
tion that they will take. Also, I'm 
getting ready to build a big house. My 
wife gets bored every now and then." 

Charities: United Way and the Mu- 
seum of Science &. Industry. 

On personal investing: "I've learned 
from experience that I'm no good at it. 
So I have other people do that for me." 

Worst investment: "Investing with 

;i   friend  of  mine  in  an  apartment 
hi   Iding in Phoenix. We thought we 

smarter than the people that had 
gone bankrupt in it the year before. 

| roved that wasn't so." 
lughts on -i,    i ss  "I was raised 

h    i. Laurel. Miss. My 
is i hat if I could 

hei ■ 1 was mak- 
be abso- 

I le ol success." 
'Roger 

pretty big 
the things he 

has don ral rs. 1 hot that 
history will ■ ;. made 

some pretty adroit moves. Lee Iacocca 
is pretty vocal when it comes to pull- 
ing his own string, but I think that he 
has done some pretty admirable 
things. And Ed Brennan of Sears is in 
the process of making dramatic 
changes and is to be admired for hav- 
ing the courage to do the things that 
he is doing." 

Jack MacAllister 
US West 

$2,347,000 

"I love to read—all kinds of things but 
right now history. I just read a biogra- 
phy of William Howard Taft." Also 
golfs, snow skis and hikes in the 
mountains. "I used to enjoy wood- 
working, but I don't have time for it 
anymore." For vacations, prefers his 
vacation home in Crested Butte, 
Colo. But not always: Last vacation 
u .is in Hawaii. 

Married to wife, Marilyn, for 39 
\ ears I hrcc children: one a pilot, one 
working for the Fish &. Game Com- 
mission, one in business. 

"I have a lot of interest in homeless 
and. education issues. Recently we 
helped establish an employabihty 
center tor poor and homeless people 
where we ha\ e training and child care 
facilities. We try to help people pre- 
pare tor better work or for entering the 
job force, getting into low-cost hous- 
ing and getting oti the street." 

Docs a little of his own investing. "I 
enjoy following companies. I invest in 
stocks,    municipal    bonds,    mutual 

funds. We buy some art, but just art 
we enjoy, not contemporary art and 
not as an investment." 

The son of an Iowa schoolteacher, is 
he surprised at the $2.4 million he 
made last year? "Naturally, I'm 
pleased that my job merits that kind 
of pay, but I don't consider that we 
live an extravagant lifestyle. We have 
the same responsibilities of paying for 
education and housing and all the oth- 
er things that anybody else has. 

"I think quality of life is more asso- 
ciated with your peace of mind, your 
stewardship of the position that 
you've achieved and your overall 
place in society than the material 
things you've accumulated. I'm very 
pleased with those aspects of my life." 

Marshall Manley 
Home Group 

$1,903,000 

On earning nearly $2 million: "You 
have to understand that my first job 
was shining shoes on the Coney Is- 
land Boardwalk, so it's certainly a lot 
of money." 

The son of a factory machinist and 
union organizer, Manley, the first 
family member to graduate from high 
school, went on to Brooklyn College 
and NYU Law. "I thought tips and 75 
cents an hour for delivering flowers in 
high school was a lot of money. It's 
really a tribute to the country that 
somebody with my type of back- 
ground can have the opportunity to do 
what I've done. And I know I'm not 
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People At The Top/In Their Own Words 
alone." In 1987 won the Horatio Alger 
Association's award. 

Enjoys family ski trips to Aspen, 
Vail and Park City. "The kids [three 
teenage boys] are black diamonds [ex- 
pert skiersj; my ego tells me I'm inter- 
mediate, but my bones keep on telling 
me I should go back to beginner." 
Also likes tennis, adventure novels 
and biz books (recently, Frederick For- 
syth's Negotiators and Lester Korn's 
Success Profile). "We have a four- 
month-old black Labrador Retriever 
which all the kids promised they 
would take care of, and it seems to 
have fallen to me." 

Fondest vacation memories: nine- 
day trip with wife, Dassie, to Venice 
in 1986. "We really got away from 
where we were. There were very few 
thoughts about what was going on 
back home." 

In personal investing, looks for 
long-term growth. Owns 145,000 
shares of Home Group stock, worth 
$1.8 million, and bonds. "We live off 
my salary and bonus, and any extra 
cash is invested in the significant val- 
ue of our company." Also small stock 
and bond investments in General De- 
velopment Corp. Worst investment: 
oil and gas limited partnership in the 
early 1980s in which he lost "between 
$50,000 and $100,000." 

Biggest expenses: maintenance on 
New York apartment and cottage in 
Pawling, N.Y. Covers mother's living 
and medical bills. Also education— 
private schools and camps. "Putting 
aside money for education is very im- 
portant, though I keep telling the kids 
they'll have to work, too." 

Charitable work: Brooklyn College 
Foundation, New York Zoological So- 
ciety, N.Y.C. Meals on Wheels, New 
York Historical Society, American 
Museum of Natural History. 

Richard Morrow 
Amoco 

$1,910,000 

'I enjoy golf and go fly-fishing for 
ow trout or salmon in the Rocky 

ins and Alaska, when I can 
. Wt do .i ruling vacation 

d then in the Virgin Islands or 
don t have any 

i    wn.  We  just  roam 
n what wc hear about 

do   hings. We like 
vatei skiing, ei- 

ther on the saihn       |      • <>ut in Wis- 
consin. On the inland lake I like sail- 

Fran<,i>is Robert 

ing a little Sailfish or Sunfish, but on 
those vacation trips we usually char- 
ter a larger boat and have a crew. It's a 
delightful way to spend a week or so." 

Has three grown children. "I 
wouldn't say that they've necessarily 
followed me into business. There 
aren't any engineers in the group. One 
daughter, in Los Angeles, works in the 
product supply area for an oil compa- 
ny. She answered a blind ad and got 
the job. A stepdaughter in Montana 
works in a law firm, and a stepson in 
Colorado works for a transportation 
company." 

Biggest expense: his house outside 
Chicago and downtown condomini- 
um. How he invests: "I rely more on a 
couple of investment managers. They 
have more time and knowledge than I 
have to worry about investing my 
money." 

Best investment aside from Amoco: 
"Buying a home." Worst investment: 
"A farm I invested in. We had hoped it 
would be situated for development. It 
didn't turn out to be the case." 

Principal charity: United Way. "An 
outstanding organization." 

The point in his career at which he 
surpassed his expectations: "When I 
became president of the company." 

J. Terrence Murray 
Flcct/Norstar Financial 

$3,307,000 million 

"Most of our family are golfers. My 
wife, Suzanne, is a good player; I'm a 
decent player, and four of my five 
kids play." Son Terrence is captain 
of Harvard varsity golf team. Murray 
often   takes   children   on   business 

trips. "Last summer one of my sons 
came along and we stayed and played 
some of the British golf courses." 
Also met two children in February 
for week in Australia after business 
in Japan. When at home in Warwick, 
R.I., plays at Newport, Point Judith, 
Warwick clubs. 

Collects late 19th- and 20th-centu- 
ry American lithographs and presi- 
dential letters. "I don't know what 
'serious' means, but I have about 30 
prints and all the American Presi- 
dents except John Adams, Nixon and 
Reagan." Favorite artists: George Bel- 
lows, Reginald Marsh, Martin Lewis, 
Frank Benson, Thomas Hart Benton. 

Pushes himself to take three or four 
weeks of vacation a year. "With the 
size of my family, you've just got to or 
you're going to lose [their youth]." 
Favorite vacation place: Wyoming Te- 
tons. "It's probably the prettiest place 
I've ever been." 

Career advice: "If a young person is 
interested in business, go to work for 
any quality institution that has a 
strong training program. That's the 
best preparation for a business ca- 
reer—learning at least one or twoj 
things extremely well." 

Owns residence in Providence; 
building home in Narragansett; has a 
Palm Beach condo. Covers mother's 
retirement home bill. 

Personal investments: Puts half of 
portfolio in real estate, remainder in 
tax-free bonds and equities. Now sees 
opportunities in depressed New En- 
gland thrifts. 

Worst investment: "A few oil and 
gas deals were a total wipeout." 

ixmiu Jay Abb< 
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Biggest expense: education. "A cou- 
ple years ago my two older girls were 
at Harvard and Brown, and the other 
three kids were in private schools— 
tuitions were pushing $60,000 a year. 
I'll end up paying somewhere around 
$750,000 by the time we're through. 
I'm not complaining because I obvi- 
ously have the income. But how are 
we going to educate our young people 
from lower- and middle-income fam- 
ilies? We spend too few of our re- 
sources on the young, and too many 
on the old." 

Robert J. Pfeiffer 
Alexander & Baldwin 

$2,176,000 

A dedicated pilot. "I'm jet-qualified. I 
had my own planes until recently, but 
now I rent them. I took up aerobatic 
flying in the 1960s and was taught by 
Art Scholl, one of the finest aerobatic 
pilots in the world. I also run four 
times a week. And when I have time 
between flying and running I like to 
swim." 

Pfeiffer and wife, Mary, live in Ho- 
nolulu and spend a lot of time in San 
Francisco. They have four children. 
"My son is an attorney, one daughter 
is in corporate planning, another one, 
besides raising a family, teaches col- 
lege French, and one is a housewife." 

Vacations? "I haven't taken one for 
a long time and I'm not proud of it. 
But I'm planning to go to England in 
September for three weeks." 

"I love to read books. And I like any 
good car. I have a 1961 Lincoln Conti- 

l fcn id Franzun 

nental, a Jaguar and a 1978 Lincoln 
Continental." 

Primary community service: sym- 
phonies, museums and opera in Ho- 
nolulu, San Francisco, New York. 

On personal investing: "At my age 
you start thinking about security, so 
I'm out of the high-return, high-risk 
investments and putting more and 
more into Treasury bonds and CDS. I 
make the major decisions myself, but 
I do have an investment adviser." 

On compensation: "I feel that if no 
more than half of an executive's com- 
pensation is from salary and the rest 
owes to the economic well-being of 
the company, then it's a fair compen- 
sation. Thirty-nine years ago, when I 
was 30 years old, I probably figured 
$100,000 a year was probably the 
most I'd ever make—if I were lucky." 

Career advice: "This may sound 
like motherhood and apple pie, but if 
you want to get ahead in business you 
have to have traits of honesty and 
loyalty. Of course, a person has to be 
interested in the job. And I advise 
adopting a pleasant disposition: No 
one likes a grump." 

Most admired business leader: the 
late Stephen D. Bechtel Sr. "I knew 
him for 43 years and greatly admired 
him in every respect." 

Frank Popoff 
Dow Chemical 

$2,759,000 

"Snow skiing is a passion with me. I 
have to keep up with my boys [aged 
27, 25 and 24]. It gets to be a matter of 
pride." Popoff gathers his family at his 
Snowmass, Colo, vacation home, pur- 
chased on return from Dow Europe 
posting in Switzerland in 1985. 

"Before we moved to Europe, we 
used to take off on a 32-foot sloop 
[since sold] for a couple weeks and go 
where the wind blew us on Lake Hu- 
ron and Lake Michigan. The North 
Channel offers beautiful harborages, 
one after another. But you're not a 
sailor unless you have a boat, and I'm 
in the market." 

Avoids golf: "My mother-in-law 
carried a handicap under 10. Who's 
going to get serious about a game 
where your mother-in-law is better 
than you?" 

Biggest expenses: maintaining 
Snowmass and Midland, Mich, 
homes, and cars. Drives a 1983 Mer- 
cedes 500; also owns an Audi Quatro 
and requisite Ford, GM and Chrysler. 

Helps support mother. 
Investment goals: to outperform 

the s&p 500. "I look at how most 
companies weigh their pension funds, 
and 70% equities to 30% fixed in- 
come seems to be a good weighting." 
Is using an investment adviser to di- 
versify with spare cash (Dow stock 
worth $4.5 million still makes up 
80% of portfolio). Currently prefers 
pharmaceutical, consumer product 
and automotive supply companies. 

Worst investment: real estate tax 
shelters. 

Collects Swiss pewter wine canis- 
ters and oriental carpets—his parents 
brought rugs when they emigrated 
from Sofia, Bulgaria to Terre Haute, 
Ind. "They were light and easy to 
transport and a great way to bring 
foreign exchange out of a country." 

Career advice: "Manufacturing in- 
dustry—not necessarily American— 
is where the research, capital invest- 
ment and tough social economic chal- 
lenges are being faced." 

Admires Sony's Akio Morita. "He 
was forced to go outside of Japan and 
develop world markets. I respect him 
because he led the charge for Japanese 
exporters. That's going to get me in a 
lot of trouble with people." 

Edmund Pratt Jr. 
Pfizer 

$3,747,000 

Hunter, fisherman, golfer, tennis 
fiend, boater, home handyman. "My 
problem is that I have too many lei- 
sure interests, and my work interferes 
with those. I used to be a private pilot, 
too, but I've gotten so busy that I 

FORBES, MAY 29, 1989 181 



People At The Top/In Their Own Words 
don't do that much anymore. I hope to 
get back into flying when I retire." 
Clubs: Sands Point and Boca Grande. 
Spends four to five weeks a year at his 
beach house on Boca Grande Island, 
off Florida's southwest coast. "Best 
tarpon fishing in the world." 

Hunts quail, duck, goose and dove. 
"Luckily my wife likes to cook. We 
have two freezers full of birds and 
fish, so we eat out rather infrequent- 
ly." Favorite escape: a week of sum- 
mer salmon fishing along New Bruns- 
wick's rugged Miramichi River. 

Two sons. "I'm a typical conserva- 
tive businessman who's spawned a 
rock musician and racing car driver." 

Also frustrated engineer. "I like to 
fix things, so I have all kinds of tools." 
Specialties: home chores, electrical 
wiring, pumps, lawnmowers, bicy- 
cles, pool and well work. 

Claudto Edingcn Gamma 

Biggest    expense:    Florida    beach 
house. "I came from a very modest 
upbringing, and I don't find it easy to 
spend a lot of money. We live pretty 
much the same way as we did when I 
was making S30.000." Assists several 
extended family members. 

On personal investing: "I used to do 
aggressive  things such  as oil 

ing and real estate. Now 80% of 
portl set  stock."  (He 

shares, worth $8.4 mil- 
\ Pratt with 
sling  "1 have a broker 

i- and 
some of 

i   now   goes   into 
i   estmei 

ill and 
real e both 
went down together in t', ven- 
ties and early Eight, too 

smart." 
On earning nearly $4 million a year, 

Pratt says: "It's sizable pay, but every- 
thing in life is relative. I didn't antici- 
pate that one day I would become the 
head of a major company, and so I'm 
making more money than I thought I 
would." 

Burnell R. Roberts 
Mead 

$4,087,000 

love to read. No fiction, all nonac- 
tion. I just finished reading Vol. 2 of 
The hist Lion, about Winston Chur- 
chill, and Intellectuals by Paul John- 
son. I just loved it. 

"I collect art, contemporary art, 
particularly sculpture. 1 don't buy 
them to make money on them, I buy 
them to enjoy them." 

Plays some tennis, sails, rows. "We 
have a second house on an inland lake 
in Michigan, and I just purchased a 
single-man scull." 

Roberts has four children and one 
grandchild. "The children are all out 
of school, gainfully employed in ev- 
erything from banks to industrial 
companies to retail. This year we will 
be with family in England for summer 
vacation. Every couple of years the 
whole family tries to get together." 

Biggest expense: "Education was 
probably the largest. But now it is just 
the maintenance on a couple of 
houses, or spending it on playthings 
such as boats." Drives a jaguar. 

On investing: "The majority of it I 
have someone else do. But I occasion- 

ally put some money together with 
some other guys, and we all buy a 
small company. Other people manage 
it, but at least we're involved in see- 
ing how it's run. You just pick it up as 
you go and hope to make a few dollars 
and have fun while you're doing it." 

Active in educational, health, art 
charities. 

Business leaders most admired: 
Johnson & Johnson's James Burke, 
"for the ethical handling of the Ty- 
lenol incident"; Ford's Donald Peter- 
sen for the turnaround; "and, on a 
public level, I would have to say Alan 
Greenspan." 

Charles S. Sanford Jr. 
Bankers Trust NY 

$2,100,000 

John s Abhori 
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Next month Sanford will deliver the 
commencement address at his alma 
mater, the University of Georgia in 
Athens. The venue: Sanford Stadium, 
which is named for his grandfather, 
the former chancellor and president of 
the university. "It will be a nostalgic 
and sentimental trip for me." 

Before joining Bankers Trust, San- 
ford briefly taught economics at Geor- 
gia. "I enjoyed teaching very much, 
but it was too political for me." Now 
Sanford is on the Board of Overseers of 
the Wharton School (where he earned 
an M.B.A., '60), a trustee of the Uni- 
versity of Georgia Foundation, and 
member of the Council on Foreign 
Relations. Other community service 
includes work for New York's St. Bar- 
tholomew Church. 

Likes to read, especially about the- 
ology.    Recently   finished   Stephen 
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The fastest and easiest way ever to rent a car. There's no paperwork. 
No lines. Nothing to slow you down. 

Our Flight Monitors, 
available at most major 
airports, show departure 
and gate information so 

you can go right to 
your plane. 

This Hertz exclusive gives you clear printed directions 
to thousands of destinations in 100 cities worldwide. 

During peak periods at most major airports, 
Instant Return can give you your bill and 
receipt before you even leave the car. 
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Members don't have to repeat their 
personal information every time they 

rent a car. This makes your reservation 
and rental faster and easier. 
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Express Rental 

Kor #/ ('tub Members Only 

# I Club members go directly to this 
special facility where they simply show 

license and credit card, sign and go. 

We're upgrading and expanding our fleet of 
Courtesy Buses for even better service. 
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So you can conduct business on the road. 

Includes a fax machine, a Federal Express9 

drop box and touchscreen gift buying. 

Only Hertz can unite the user-friendly 
with the just plain friendly 

Although Hertz is constantly 
changing through innovation, 
part of our company will always 
stay the same: the friendly, efficient 
service. 

After all, our high-tech services 
just wouldn't be the same without 
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Hertz features therexciting Ford Thunderbird. 

the human touch of our employees. 
You see, we know there's 

something more important to you 
than all the electronics, computer chips 
and technological advancements 
put together. 

A simple smile. 

Hertz 
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Hawking'S/4 Brief History of Time, and 
Paul Johnson's Intellectuals and History 
of Christianity Also plays tennis and 
squash. "My son was the captain of 
the squash team at Amherst College 
for two years, so we have a very good 
rivalry going." Daughter working on 
Ph.D. in oriental studies at the Uni- 
versity of Pennsylvania. 

Career advice: "Don't let your ca- 
reer run your life. Have your life run 
your career instead. A career is sup- 
posed to augment your life." 

Paul G. Schloemer 
Parker-Hannifin 

$2,103,000 

"I read everything, from business 
books to light novels to some of Syl- 
via Porter's books and, recently, 
Thriving on Chaos" Enjoys golf 
(handicap: 18). "And I enjoy a little 
bit of gardening." 

Favorite vacation spot: "We have a 
second home in Newport Beach, 
Calif.— our children are out there— 
and we tend to take vacations there." 

With wife, Virginia, has raised six 
children. "I'm happy to say five are 
out of college and productively em- 
ployed. The youngest just finished his 
junior year at Georgetown. The oldest 
is a partner in a consulting engineer- 
ing firm, one is an accountant and 
now a mother with two children. One 
son is in commercial and industrial 
real estate, and a daughter is in mar- 
keting at Johnson & Johnson. And the 
next boy is a navy pilot, out in Japan 
right now." The Schloemers have 
three grandsons. 

"When the children are out of 
school and your expenses aren't  as 

great as they were, then suddenly you 
find you are very comfortable. I think 
my wife and I benefited from the great 
American Dream." 

Principal charities: "We're Catholic 
and so we support our own parish and 
diocese." Also the United Way. 

On personal investments: "I buy 
common stocks of companies that I 
admire or that have good manage- 
ment or people I would feel comfort- 
able with. And recently I have been 
going into CDS and Treasurys because 
of the high interest rates—and, with 
the recent tax changes, out of real 
estate and oil and gas." 

On passing on wealth: "We're in a 
process of thinking that through. It's a 
matter of how much you should leave 
your children. I'd like to see my chil- 
dren comfortable, but i would never 
want to give them so much that they 
didn't have to work. I want them to 
have that motivation." 

John Sculley 
Apple Computer 

$9,492,000 

Sculley blossomed after overcoming 
(through hypnosis) severe childhood 
stammer. Earned a degree in architec- 
tural design from Brown ('61) and now 
spends weekends building horse 
ranch outside Woodside, Calif. "I'm 
directing it. I've got lots of workers. 
We're building barns and stables and 
clearing a lot of ground." How large is 
this ranch? "Fifteen acres. I guess it 
doesn't qualify as a ranch. Better call 
it a farm. It's actually a business— 
Blackburn Valley Morgans." Third 
wife, Lcezy, raises the horses; Sculley 
builds the barns. 

Also relaxes by running, gym work- 
outs and reading (Jeremy Campbell's 
Grammatical Man. Kathenne Caul- 
field's /;/ the Ram Forest, Michael 
Young's The Metronomic Society]. 
Maintains impressive display of 18th- 
century portraits and landscapes at 
Tudor-style home in Woodside. 

Summers at Camden, Me. vacation 
home. "It's my anchor to reality." 
Also owns Christina's World, a Maine 
farm that formerly belonged to An- 
drew Wyeth. Favorite vacation spot: 
Bermuda, where Sculley's family 
comes from. Sold 40-foot sloop and 
bought 27-foot Boston Whaler. "It 
takes less maintenance." Drives Ford 
Taurus and owns five Mercedes. Last 
vacation: nine-week sabbatical last 
summer;   enrolled  at  Maine  Photo- 

graphic Workshop. "I'm much more 
of a right-brain than a left-brain 
person." 

Biggest expense: operating homes 
and ranch. "Caretakers, gardeners, 
horse trainers—it takes a big staff." 

For personal investments, employs 
a financial planner, though still picks 
most investments himself. 

Biggest holding is Apple stock: 
109,409 shares, worth $4.3 million. 
Diversifying into real estate, comput- 
er technology startups. Favorite in- 
vestment: commercial and residential 
real estate. Worst investment: same. 
"I lost on some Texas properties a few 
years ago." 

Admires Walt Disney's Michael 
Eisner. "He's been able to build a 
company that can do incredible cre- 
ative work, and he is equally good 
with implementation." 

John G. Smale 
Procter & Gamble 

$2,055,000 

An avid fly-fisherman whose hobbies 
include making flyrods. "The first 
one I built, I had two of the guides on 
the rod pop off while I had a 100- 
pound tarpon on. After that I started 
to do better." Also likes Atlantic 
salmon fishing, especially in Canada. 

Travels extensively, globally. Last 
year "I spent just over 60% of all or 
part of every weekend away from 
home." Guest of Venezuelan govern- 
ment at the February inauguration of 
President Carlos Andres Perez. "Sit- 
ting a row in front of me—and down 
to the left—were Castro, Ortega, Gon- 
zales of Spain, and Vice President 
Quayle. Some parties weren't talking 
to other parties." 
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On airplanes, reading Preventing 
World War /// by P&G board member 
and former NATO ambassador David 
Abshire, and Jack Higgins'.A Season in 
Hell. With wife Phyllis (39th anniver- 
sary in September) has raised four 
children. Three grandchildren. Pres- 
ently Smale working with architect to 
build a home at Marathon, in the Flor- 
ida Keys. 

Charitable activities: Nature Con- 
servancy (board memberl—"I think 
they're doing an enormously impor- 
tant job, particularly at this point in 
time in our society"—United Negro 
College Fund (board member), and 
Kenyon College. 

On his personal investments: "My 
fortunes, such as they are, are tied up 
in the stock of the Procter & Gamble 
Co. [of which he owns 45,969 shares, 
worth $4.4 million]. It's really that 
simple." 

Roger Smith 
General Motors 

$3,059,000 

"We have a summer home in north- 
ern Michigan, and that's probably our 
favorite spot. But when we do have 
time off, like between Christmas and 
New Year's, we like to get the whole 
family together and visit one of the 
Caribbean islands. Last year all ten of 
us were together in Barbados, and we 
did a lot of snorkeling. We find the 
most interesting fish life in 10 feet of 
water. You don't have to dive to 100." 

Smith happily confesses his love af- 
fair with cars. "I have a 1936 Cadillac 
convertible sedan, a big long one with 

the dual side-mounted spares and 
dual windshields. I also have a 1960 
Corvette convertible, a 1967 Corvette 
convertible and a 1964 Corvair con- 
vertible. And I always find time to 
drive the new GM cars, and the com- 
petition as well. I enjoy fast boats, too. 
We have a new 24-foot boat with a 
300hp outboard on it. It really 
moves." 

Likes hunting and fishing. "When I 
can get away I'll go just about any- 
where for good hunting or fishing. 
South Georgia for quail. Michigan for 
partridge. Norway for salmon." 

Principal charity: "I've put a lot of 
effort behind the GM Cancer Research 
Foundation. Those people deserve all 
the credit we can give them." 

On his family: "Barbara and I have 
four children, three of whom are out 
of school and married. Our youngest 
is a sophomore in college. We're also 
blessed with two lovely grandchil- 
dren, 10 months and 3 months. We're 
very fortunate that they live around 
the Detroit area, so we get to see them 
often." 

On personal investing: "I've had my 
best success with stocks and venture 
capital. But I have to use an adviser." 

Charles D. Strang 
Outboard Marine 

$2,625,000 

"Since age 11 I have lived, dreamed 
and slept boats and motors. I live on 
the water about 25 miles west of the 
[Waukegan, 111.] office, and I keep a 
boat at the house when the water isn't 
frozen. I try the different boats that 

Outboard Marine makes, as well as 
those of our competitors. Work is my 
hobby." 

Collects wine. "We favor reds. 
Heavy on the Californians." 

Vacations: "I haven't really taken 
more than two weeks' vacation in the 
23 years that I've been here. The last 
one? Oh, yeah. My honeymoon, about 
five years ago. We went to a boat race 
in Sacramento, then we went to New 
Orleans and Steamboat Springs, Colo, 
and took a balloon ride across the 
continental divide. 

"My wife [Barbara] is also an ardent 
boater. First marriage. I was a slow 
starter. She used to be my secretary, 
so I finally decided it was time to fire 
her." No children. 

Biggest expense: Maintaining a 
house and two cars. "No mortgage, 
just maintaining the house and 
changing it. Forever changing it." 

On investing: "I invest myself, with 
some brokers. Other than Outboard, 
I'm pretty well spread around with a 
broad portfolio: municipal bonds to 
provide stable income, and equities to 
do a little playing." 

Best investment: "About 23 years 
ago I bought about 100 shares of 
Tandy, and since then I've taken 
about half or three-quarters of a mil- 
lion dollars out of it." Worst: "So 
many of those." 

Charities: Sloan-Kettenng and 
PMi/Strang Clinic ("no relation"!. 

Admired business leader: Bill Mar- 
riott. "He's a nice guy, a very sharp 
one, a very successful one, and he also 
happens to be an ardent boater." 
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Bernard Taylor 
Wilmington Trust 

$2,433,000 

"I am an opera buff. My wife, Barba- 
ra Silverstcin [a conductor], runs an 
opera company in Philadelphia 
called the Pennsylvania Opera The- 
ater, and I spend a lot of my time 
serving on that board and serving as 
the treasurer of the company, and as 
a fundraiser and an opera groupie. I 
used to be an opera singer myself, 
which is how I got involved in all 
this stuff. I did a lot of lead roles 
when I was young, but I don't do as 
much of that anymore." 

Plays "a lot of" golf, scuba dives in 
the Caribbean. "My wife and I have a 
second home on Chesapeake Bay, 
which is about an hour away from 
here, and we go down there frequent- 
ly, even during the winter. We water 
ski there, swim and fish. I have a little 
sailboat and a ski boat, an 18-foot 
inboard/outboard. And I have a car I 
like, a Jaguar." 

The Taylors have three children: 
"One wants to be a fiction writer. 
Another has his degree in biology and 
is working in a gene-splitting opera- 
tion at a local drug company. And the 
third is married." 

Biggest expense: "I think that the 
big ones are behind me now." 

About  his  personal  investing:   "I 

prefer to look after it myself. You 
must keep in mind, of course, that we 
are in that business. I'm fairly conser- 
vatively invested. Because I have so 
much of my funds invested in Wil- 
mington Trust stock [91,198 shares, 
worth $3.3 million], it seems prudent 
to have the rest of my portfolio fairly 
diversified." 

Worst investment: "A couple of tax 
shelters that didn't turn out too 
good." 

Virgil Waggoner 
Sterling Chemical 

$7,380,000 

"In 1987 my wife and I took our trip 
around the world. It was my 60th 
birthday, and we spent days celebrat- 
ing it in Hong Kong, where complet- 
ing five Chinese cycles [60 years] was 
once considered to be very lucky." 
Last summer the Waggoners, their 
two children and their spouses went 
to Europe together. "But we still 
haven't had our African safari yet." 

"More than anything now, we're 
just enjoying our first grandbaby, Ka- 
tie." Katie's mother, Liz, 30, is a now- 
rctired schoolteacher, while son Jay, 
27, is a sales director for OMG Metha- 
nol in Dallas. 

Waggoner and his wife, June, eat 
out often ("The kitchen stays clean 
and dark a lot of evenings"); favorite 
restaurant: Ninos in Houston. "It's 
neighborhood Italian, and we get our 
vcal-and-pasta fix for the week." 

Cars:   "I'm  a   Lincoln  man.   Mrs. 

Waggoner, Cadillac." 
Biggest expense: "Making sure that 

the children and grandchildren are 
provided for so that they can have all 
the education they want." 

Investing done by four different 
managers: "One for equities, one for 
short-term instruments for security, 
one for long-term tax-free invest- 
ments and one with a mixture of the 
above with some hedges against infla- 
tion. I don't ask them how to market 
petroleum products, so I don't try to 
tell them how to manage my money." 

Best investment: "After Sterling, 
real estate." Worst investment: "I 
tried to help the relative of a friend 
start a small business. He went bust." 

Favorite charities: Good Samaritan 
Foundation ("We give scholarships to 
young ladies in need to become nur- 
ses"); Star of Hope Mission for the 
homeless of Houston; and, biggest of 
all, his college, Ouachita Baptist, in 
Arkadelphia, Ark. 

Josh Weston 
Automatic Data Processing (ADP) 

$2,026,000 

Serious traveler. "I was in Israel in 
January, in February I was in Holland, 
and I'm going to the Galapagos in 
July. I like seeing different cultures, 
different geography, different topogra- 
phy. My wife [Judy) comes on many of 
the trips, but she's not going to go to 
the Galapagos, it's too far away. She'll 
do anything that is up to about ten 
hours' worth of airplane travel." 

A skier. "Last place was Vail, and 
the time before was Austria. I go all 
over the map. In the summer I sail. I 
used to have my own boat, but when 
the mast came off in a hurricane, I 
swore off ever having one again. Now 
I rent a boat when I need one." 

Four children. "The oldest is with 
New Jersey Bell. Second is an archi- 
tect, third is on the faculty at Harvard 
Business School. And the fourth is 
just getting out of college and has 
promised that she's going to take a 
trip across the country before she gets 
serious." 

Supports several charities. "One is 
the Sci-Tech Center that is going up 
in Liberty State Park, near the Statue 
of Liberty. I'm the chairman of Boys 
Town Jerusalem, where we have 
1,400 live-in kids. And I have a class 
of kids that were adopted up in Pater- 
son, N.J. as part of the Eugene Lang 
program. If you get on a high perch in 
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FROM SEA TO SHINING SEA, THE WILL TO 
SUCCEED IS PART OF THE AMERICAN SPIRIT. 

The instant you become an American, whether by birth 
or by choice, you are guaranteed a particular freedom 
that is nowhere mentioned in the Constitution, but in 
fact flows from it 

You are guaranteed the freedom to succeed. 
You are free to dream your own dream of success, 

to study, to work, to create and discover and build, for 
yourself and your children, the success you want 

Our deep belief in that idea is one reason that our 
company—Citicorp and Citibank—has grown to become 
by far the nation's largest financial services organization. 

For over 175 years, our freedom to innovate, to 
create new financial ideas and services, has led to an 
unbroken line of initiatives allowing us to help countless 
millions of individuals. 

Today, more Americans are pursuing college 
education and graduate degrees with help from us than 
from any other private lender. 

More are getting what they want with the help of 
MasterCard" and Visa cards from Citibank than from any 
other company. 

And more Americans who once dreamed of 
"some day" owning their own homes now own them, or 
are buying them, with help from Citicorp and Citibank. 

Meanwhile, here at home and in 90 other countries 
around the world, we offer the full range of financial 
services, from automated machines for personal banking 
to corporate funding in the billions. 

Over 90.000 people of Citicorp and Citibank serve 
over 25,000,000 customers, thousands of companies and 
many governments, in every major world marketplace. 

We can help you, or your company, achieve success, 
here and abroad. 

Whether you get to know us as 
Citicorp or Citibank, we'd like you to 
get to know us better. 

cmcoRPO 
BECAUSE AMERICANS WANT TO 
SUCCEED, NOT JUST SURVIVE. 

)1968 



People At The Top/In Their Own Words 

the executive world, you run the risk 
of becoming detached from the real 
world's problems. In these programs, 
you find out what the real world's 
problems are." 

On personal investing: "I do it my- 
self. It's all in fixed-income secuntes. 
I figure that I have my equity jollies in 
ADI' stock." (He owns 190,000 shares, 
worth $7.4 million.) 

Reflections on success: "I'm from a 
lower-middle-class background. My 
parents were immigrants from Europe 
who struggled their way through the 
Depression. For me, the wind was 
blowing in the right direction." 

Ted Wetterau 
Wetteuu, Inc. 

$4,240,000 

"My grandfather founded the compa- 
ny 120 years ago. When I entered the 
company in 1951, it was doing about 
$21 million. This year it will do over 
$5 billion 

Marne.' ars  to wife,  Helen; 
I  ind 31, and a 

v Both sons went to fa- 
s college, Westminster, in Ful- 

■ ined the compa- 
ny. Five grandchildi c , two more on 

r famil       probably our great- 
it." For v ications, takes 

ium in Na- 
lan      i\ ing the 

who! I we all 
compete in gol still try- 

ing to beat the old man. In fact, 
they're doing it now." 

Expenses: "My biggest expense, 
now diminishing, was the education 
of my children and helping them pro- 
ceed in their lives—a down payment 
on their homes and so on. That's real- 
ly what a family is all about." 

Investing? "I do dabble in some 
stocks, but I'm not sophisticated. I 
stick mostly with blue chips and in- 
vest heavily in the company." 

Most admired business leader: 
"President Reagan, because of his 
communication skills." 

Charities: "Quite a few, but the one 
I enjoy supporting most is my 
church" (Presbyterian). 

Is $4.2 million a lot of money? 
"Certainly sounds like a lot, com- 
pared with what I made in 1951." 

Joseph D. Williams 
Warner-Lambert 

$6,417,000 

"I have three old cars that I fool 
with." Red '61 Aston Martin BD4 
("like the one in the Goldfinger 
movie"), white '63 Mercedes 220SE 
convertible and '63 Rolls-Royce Silver 
Cloud. Mercedes is his favorite. "You 
can put the top down and drive it 
anywheri 

Golf tan who maintains a 17 handi- 
cap at Pine Valley, Baltusrol, Mid 
Ocean-Bermuda clubs. Played AT&T 
Pro Am tourneys at Pebble Beach and 
United Airlines tourney in Hawaii. 
Williams' most recent vacation was 

golfing in Bermuda. 
Philanthropic activities: chairman 

of Project Hope and United Negro 
College Fund. Also heading drive to 
raise $50 million for New Jersey Sci- 
Tech Center. "We need to stimulate 
young people to go into science." 

Wife Millie earned law degree five 
years ago, and is now part-time medi- 
cal malpractice attorney. Biggest ex- 
pense: "Most of the big expenses are 
behind us now." Covers parent's re- 
tirement center costs. Son Dan works 
at Chase Manhattan Bank. 

"I spend almost all of my time on 
the company, so I use an outside fi- 
nancial adviser." Buys blue-chip 
stocks and holds. Bought drug stocks 
after October crash. Owns Merck. 
Currently 50% in T bills and CDS. "I 
never had the opportunity to do much 
investing until the last five or six 
years. One of these days I'm going to 
buy a vacation home someplace warm 
by a golf course." 

What it's like to earn $6.4 million: 
"When you grew up in Nebraska, and 
your father was a druggist, and you 
started working for $275 a month, it 
seems like a lot of money. But in the 
scheme of what goes on in this world, 
it's a very little bit of money." 

Most admired business leader: 
James Olson, AT&T'S late chairman. 
"He led the strategies to make AT&T a 
competitive company after the dives- 
titure, and then found Bob Allen to 
succeed him." 
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Ml I Communications I 

. 

7 

Yoxixt never 
too busy for 

your customers. 
Why should 

your phones be? 

, 

If your lines are too busy to help customers, soon you won't have customers to keep you busy. 
Tnis is the premise driving MCI 800 Serviced The most flexible toll-free service in existence. 

-B!fjf!fRffR95RU Because it s designed to accomplish just one goal: make sure you get the calls that 
iBBIMMallBll are coming to you. 

It achieves this with innovations such as Direct Termination Overflow. An ingenious system that 
automatically reroutes any call overflow from your dedicated 800 lines to your regular business lines. 
Something you can't get from AT&T. 

MCI's advanced 800 routing system also allows you to route calls to different locations, or even 
terminate multiple numbers to a single location. Of course, we've always offered distance sensitive 
pricing. So you're charged only for the actual distance of each call. And our itemized call detail lists the 
origin of each call. For allyour locations. All on one report. Something else I  
you don't get from AT&T 

MCI 800 Service. It works harder to get you more incoming calls. And 
that will have a direct effect on your income. 

MCI 800 Service. Another reason why we are the better long distance 
company™ 1-800-888-0800. 

MCI 
Let us show you. 
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Take the road by storm. 
Like the wind that shaped it, the 1989 Ford 

Thunderbird S(l moves with incredible force. 
At the eye ol the storm is a supercharged, 

inlcroooled. :u> liler V-(> engine. With a remark- 
able 210 liui'scjtowerand 'A\r> root-pounds ol 

!, it's |he most powerlul supercharged 
'"ii-engine in America. 

cHCaruf the; Year. 
wlrd S(; didn't win Motor Trend 

^J 
ID 

highest'honor based on its engine 

alone. Mqually important are four-wheel-disc 
anti-lock brakes. A 5-speed manual trans- 
mission. Speed-sensitive power steering. An< 
an independent rear suspension with auto- 
matic ride control. 

The sleek Thunderbird SC is new inside 
as well as out. And that means articulated 
bucket seats with power lumbar and 
side bolster supports. A performance analog 
instrument cluster. Even an available 

(.in savi! lives. 



:ompact disc: player and a nine speaker JBL 
iound system. 

The new supercharged Ford Thunderbird 
5C. Its one powerful storm that's headed 
/our way. And according to Motor Trend, A 
it s definitely going to reign. | "v 

Transferable 6/60 Powertrain        \oi 
Warranty. < 

Covers you and future owners, with /• 
no transfer cost, on major powertrain     v-^ 

1989 
MOTOR TREND 

CAR 
OF THE YEAR , 

components for 6 years/60.000 miles. 
Restrictions and deductible apply. Ask to see 
this limited warranty at your Ford Dealer. 

New Supercharged 
Thunderbird SC 

Have vou driven a Ford...latelv?fvWWI 



Srporate America's Most Powerful People 

Here is the top of the U.S. corporate pyramid, the 800 men 
and women who lead our largest public corporations. 

With few exceptions, to make this list, you had to be chief 
executive of a Forbes 500 company. How much do these 
people earn? We ranked the 800 in order of their total com- 
pensation in 1988. Our definitions of compensation follow. 

Salary + bonus includes all cash and deferred salary and 
bonus payments in 1988, as well as directors' fees and com- 
missions. 

Other includes payments made under long-term compensa-j 
tion plans, restricted stock awards vested or released from 
restrictions in 1988, thrift plan contributions, company-paid 
health and insurance plans and other benefits. 

Stuck gains includes the net value from the exercise of stock 
options or stock appreciation rights granted in prior years 
whether realized in shares or cash. Stock owned shows the 
value of the executive's holdings as a percentage of the firm's 
total market value. Market value is based on shares outstand- 

-Education- 
Company/Chief executive Age      Birthplace undergraduate/graduate Background 

Tenure (years) 
with as 
firm CEO 

Abbott Laboratories/Robert A Schoellhom 60      Philadelphia PA        Phil Col Textiles, BS '55 technical 15 10 

5 Aetna Life & Cas/fames T Lynn 62      Cleveland OH Case Western Res, BA '48/Harvard, LLB '51    legal 11 

Affiliated Bshs Colo/Kent O Olin 58      Chicago IL Ripon, BA  s5 banking 18 

Affiliated Pubs/William O Taylor 56      Boston MA Harvard, BA '54 financial 33 

HF Ahmanson/Richard H Deihl 60      Whitticr CA Whutier, BA '49 banking 30 

Air Prods & Chems/Dexter F Baker 62      Worcester MA Lehigh, BA '50/Lehigh, MBA '57 technical 37 3 

T7 
9 

2 

9 

Albertson's/Warren E McCain 63      Logan KS operations 38 

Alco Standard/Ray B Mundt 60       Applcton VVI Wis Milw, BS '53 operations 19 

Alexander & Alexander/Tinsley H Irvin 56      Cornelia GA Georgia St, BBA '55 insurance 36 

Alexander & Baldwin/Robert I Pfeitter 69       Fiu operations 29 

Alleghany Fred M Kirby 69 Wilkes Banc PA       Lafayette, AB '42/Harvard, MBA '47 investment 

Allegheny Ludlum/Richard P Simmons 58      Bridgeport CT MIT, BS '53 operations 

Allegheny Power/Klaus Bergman 58      Germany Columbia, AB '53 Columbia, LLB '55 

Allied-Signal Edward L Hennessy )r 61 Boston MA Fairlcigh Dickinson, BA '55 

Alltel |oc r Ford 51       Conway AR Arkansas  Rs '59 

/ L 

Altus Bank William L Wa son III 43 Leland Ms Davidson  BA 68 Harvard, MBA 71 banking 2 2 

Alcoa/Paul H O'Neill 53 St Louis MO Cal St Fresno, BA '60 Indiana, MPA '66 administration 2 2 

AMAX/Allen Born 55 Durango CO Texas El Paso, BE technical 22 3 

Amdahl 1                wis 53 Livingston MT Cal St Fresno  lis marketing 12 6 

Amerada Hiss I eon Hess 75 New York NY administration 43 24 

American Brands William 1 Alley 59 Vemo Oklahoma, BBA  51 Oklahoma, ID  54 insurance 22 2 

American Capital lack D Burstein 43 Poland CUNY City Col BA '66 financial 5 5 

i< an Continental     harlcs FI Keating |r 66 Cincinnati OH financial 13 13 

an Cyanamid                   - U.i |i 60 West New York N| Princeton, BS '50/Harvard, MBA '52 operations 35 6 

Eleci                           e Ir 62 Portsmouth VA Virginia Polytech, BS '48/MIT, MS '58 technical 41 13 

. Ill 53 Atlanta 1 Georgia Tech   BS   57 Harvard   MBA '61 financial 19 12 

64 Enterprise AL Miami, BA 44/Florida, ID '49 legal 34 34 

11 57 Kansas City MO Miss,HIII, Bs '53 Missouri   MA '54 insurance 19 11 

ihi   R Stafford 51 Harnsburg PA Dickinson, BA '59 Geo Washington, LLB '62 legal 19 3 

64 New York NY Miami, BA 48/New York Law, LLB '50 insurance 28 22 
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•': ng and stock prices as of Apr. 26. 
Note that in determining stock holdings we include shares 

1 )f beneficial interest and shares held by an executive's wife 01 
|:hildren, even if ownership is legally disclaimed. However 
Jj ihares held by family members active in the business or b> 
4 oundations are not included. Also excluded, where possible 
aire shares in which the executive shares voting and invest 
jl nent power. 
1   We also include sales and profits of the executives' respec 

i 

tive firms. 
.       In 1988 over 300 of the chief executives in our survey 
■    earned, in total, $1 million or more. That's up from 273 last 

year. On top is Walt Disney Productions' Michael Eisner, at 
'    $40.1 million. Note that, as in the case of most of the highest- 

paid executives, the bulk of Eisner's pay came in the form of 
stock gains. And note that Disney's profits—$522 million last 
year, and still rising—and its market value—now $11.2 bil- 
lion—are around five times higher than when Eisner took over. 

total 
(000) 

Rank 
among 

800 execs 

—Stock owned  
mkt val 

%               (mil) 

—Company data1— 
sales           profits 
(mil)             (mil) Company 

—Salary + bonus— 
(000)         % change 

other         stk gains 
(000)             (000) 

$1,450 9% $472            $2,322 $4,245 38 0.08% $9.2 $4,937 $752.0 Abbott Labs 

1,137 9 37                    — 1,173 255 0.02 1.1 24,296 698.9 Aetna Life 

200 NA 22                    — 222 780 0.15 0.2 254 -3.2 Affiliated Bshs 

438 12 —              1,792 2,230** 86 5.36 156.5 534 -80.9 Affiliated Pubs 

1,026 23 . 624 1,650 150 0.15 2.8 3,517 202.8 HF Ahmanson 

997 17 17                 881 1,895 116 0.21 4.8 2,487 219.5 Air Products 

970 26 22                    — 992 334 0.52 15.0 6,773 162.5 Albertson's 

1,419 19 24                  123 1,566 158 0.51 5.7 3,871 166.3 Alco Standard 

461 -6 10 471 633 0.12 1.2 1,228 65.0 Alexander & Alex 

1,325 25 326                  525 2,176 90 0.44 7.7 665 135.1 Alexander & Bald 

866 NA 725                    — 1,592 155 9.70 54.6 1,006 46.0 Alleghany 

883 NA 3                    — 886 375 29.33 258.2 1,208 108.6 Allegheny Ludlum 

328 12 —                    — 328 727 i 0.1 2,170 205.1 Allegheny Power 

1,550 12 398                    — 1,948 112 0.10 4.7 11,909 463.0 Allied-Signal 

653 11 62 714 470 0.39 7.1 1,068 125.0 Alltel 

In terms of formal education, these 800 chief executives are a diverse lot. Of the 710 who 
earned undergraduate degrees, 360 went on to earn graduate degrees. But higher 
education is no sure road to the top. Among those holding no college degree are Amerada 
Hess' Leon Hess; Anheuser-Busch's August A. Busch III; and Dreyfus' Howard Stein. 

240 0 —                    — 240 775 0.70 0.1 274 -22.9 Altus Bank 

1,113 97 7                     — 1,120 277 J. 0.1 9,795 861.4 Alcoa 

1,279 33 119 1,398 184 | 0.2 3,944 740.9 AM AX 

930 4 1,768                    — 2,698 61 0.07 1.4 1,802 213.8 Amdahl 

300 50 15 315 737 12.64 397.2 4,206 124.2 Amerada Hess 

1,351 37 23                  276 1,650 149 0.02 1.2 7,236 580.0 American Brands 

374 -11 —                    — 374** 705 4.51 1.9 639 3.8 American Capital 

1,955 10 —                    — 1,955** 111 15.50 2.1 696 -39.1 Am Continental 

1,692 20 —                    — 1,692 139 0.04 2.1 4,592 305.6 Am Cyanamid 

621 6 14 634 515 0.02 0.8 4,841 626.8 Amer Electric 

2,764 40 2,057              6,419 11,241 6 0.12 15.8 22,934 1,038.5 American Express 

3,700 25 77                  749 4,526 32 2.36 36.3 2,325 108.9 American Family 

1,089 3 160                    — 1,249 228 0.12 5.2 3,823 442.0 American General 

1,073 -18 21                  535 1,629 153 0.03 3.7 5,501 932.2 Amer Home Prods 
1 

975 1! —                    — 975 343 2.17 290.7 13,613 1,217.0 Amer Intl 

'Sales and profits as .eported in the Forbes 500s Annual Directory issue. May 1 1989.    ?Less than 0.01% "Prior-year data    NA Sot available 

<\ 
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iorporate America's Most Powerful People 

Company/Chief executive Age Birthplace Background 

Tenure 
with 
firm 

(years)  f 

undergraduate/graduate CEO I 

American Medical/Richatd A GillelanJ 44 Lincoln NE Minnesota, BA '67 sales + t 
American Natl Ins/Orson C Clay 58 Bountiful UT Brigham Young, BS '55/Harvard, MBA '59 financial 19 12 

American Petrof in a/Ronald W Haddock 48 St Elmo IL Purdue, BS '63 administration 3 t 
American Prcsident/W Bruce Seaton 64 Philadelphia PA UCLA, BS '49 financial 19 6 

American Savings/John T Morgan 59 New York NY Minnesota, BS '51/Harvard, MPA '63 banking 17 10 

American Stores/Jonathan L Scott 59 Nampa ID retailing 2 

American Tel & Tel/Robert E Alien 54 loplin MO Wabash, BA '57 administration 32 1 

AmeriFirst Bank/Ronald ] Burns 60 Fall River MA Brown, BA '51 investment t i 

Ameritech/William L Weiss 60 Big Run PA Penn St, BS '51 operations 38 5 

Ameritrust/lerry V Jarrett 57 Abilene TX Oklahoma, BBA '57/Harvard, MBA '63 banking 15 5 

Ames Dept Stores/Peter B Hollis 46 Newton MA Vermont, BS '65 retailing 3 2 

Amoco/Richard M Morrow 63 Wheeling WV Ohio St, BS '48 technical 41 6 

Amoskeag/|oscph B Ely II 50 Boston MA Boston U, BS '65 operations 18 11 

AMP/Walter F Raab 64 Philadelphia PA Pennsylvania, BS '45 financial 36 7 

AMR/Robert L Crandall 54 Westerly RI Rhode Island, BS '57/Pennsylvania, MBA '60 financial 16 4 

AmSouth Bancorp John W Wo S7 Evanston IL U of the South, BA '54 banking 20 17 

Anadarko Petroleum/Robert I Allison |r 50 Evanston IL Kansas, BS '60 technical 16 10 

Anchor Savings Bank/James M Large Ir 57 Philadelphia PA Princeton, BSE '54 banking f X 
Anheuser-Busch Cos/August A Busch III 51 St Louis MO operations 32 14 

Aon/Patrick G Ryan 52 Milwaukee WI Northwestern, BS '59 insurance 25 7 

Apple Bank Jerome R McDougal 61 Lynbrook NY banking 8 3 

Apple Computer/|ohn Sculley 50 New York NY Brown, BS '61/Pennsylvania, MBA '63 marketing 6 6 

Archer Daniels/Dwayne O Andreas 71 Worthington MN financial 19 

Argonaut Group/Charles E Rinsch 56 Vincennes IN Indiana, BS '53/Stanford, MBA '60 financial 23 1 

Aristech Chemical/Thomas Marshall 60 Pittsburgh PA Pittsburgh, BBA '57 operations 40 2 

Arkla/Thomas F McLartv 111 42 Hope AR Arkansas, BA '69 administration 6 4 

Armco/Robert E Boni 61 Canton OH Cincinnati  BS '51/Carnegie-Mellon, PhD '54 technical 32 4 

Armstrong World Inds'William W Adams 55 DubuqueIA Iowa St, BS '56 marketing 33 1 

Asarco/R'ch.trd de 1 Osbome 55 Bronxville NY Princeton, AB '56 financial 14 4 

Ashland Oil.|.,hn R Hall 56 Dallas TX Vanderbilt. BS  55 operations 32 8 

Atlantic Financial/Donald R Caldwell 42 Boston MA Babson, BS '67/Harvard, MBA '73 banking 6 5 

Atlantic Richfield I odwrick M Cook 60 Castor LA Louisiana St, BS '50/So Methodist, MBA '65 operations 33 4 

Automatic Data/|osh S Weston 60 Brooklyn NY CUNY City Col, BS '50/U of N Zealand, MA '. >2 operations 19 6 

Avery rhtemational/Charlcs D Miller 61 Hartford CT [ohns Hopkins, AB '49 marketing 25 12 

Avm               1 idiiz 64 Brooklyn NY marketing 37 % 
Av»n Pnducts/James I Preston 56 Evanston IL Northwestern, B! operations 25 % 
Baker Hughes lames 11 \\ 57 Falmouth KY Cal St Fullerton, BA '66 financial 34 2 

BaflyManufacturing Robert E Mullane lr 57 Cincinnati OH Georgetown, BA '54/Harvard. MBA '56 administration 16 9 

Baltimore Bancorp                     ibinson 60 Baltimore MD Baltimore Commerce, BS '72/Loyola, MBA '80 banking 42 4 

i GS                                 .in 61 Baltimore MD Maryland, BS '51 technical 38 1 

' .is Columbus OH Williams, BA '65/Stanford, MBA '67 banking 22 5 

on 36 San loan PR Pennsylvania, BS 75/MTT, MA 76 banking 13 1 
59 Wichita KS Michigan, BA '50/Missoun, |D '58 banking 30 \ 
40      Davenport IA Iowa St, BA 70/Indiana, MBA '72 financial 10 

I 53      Cambridge MA       Tufts, BA '58 Boston C, MBA 71 banking 26 

i 
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—Salary + 
(000) 

total 
1000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%               Imil) 

—Company data'— 
sales           profits 
(rail)            (mil) Company 

bonus— 
% change 

other        stk gains 
1000)            (000) 

NA NA — — — ^ $3,017 $76.5 American Medical 

$740 69% S62                  — S802 424 0.09% S0.9 934 94.2 Amer Natl Ins 

339 NA 37                  — 377f+ 701 t § 2,635 132.9 Amer Petrofina 

729 2 966                  — 1,696 138 0.64 3.9 2,131 81.3 Amer President 

569 42 27                  — 596 544 0.62 0.6 403 33.3 American Savings 

529 NA —                  — 529" 601 0.1 18,478 98.3 American Stores 

1,284 43 324                 S48 1,656 147 - 1.6 35,210 -1,669.0 AT&T 

NA NA —                   — — — z § 437 -8.5 AmeriFirst Bank 

1,250 9 43                458 1,751 131 0.01 1.7 9,903 1,237.4 Amentech 

755 96 20               233 1,009 323 0.12 1.1 1,052 103.5 Ameritrust 

594 0 6                  — 600" 539 0.06 0.3 3,363 47.2 Ames Dept Stores 

1,278 28 264                369 1,910 114 0.02 4.9 21,150 2,063.0 Amoco 

936 9 76                  — 1,012 321 1.12 0.9 1,376 3.6 Amoskeag 

612 13 152 764 444 0.04 1.6 2,670 319.1 AMP 

1,000 5 330                  — 1,330 202 0.07 2.4 8,824 476.8 AMR 

569 19 —                  — 569 565 0.23 1.5 797 79.8 AmSouth Bancorp 

980 74 —                  — 980 340 0.53 7.8 333 39.8 Anadarko Pet 

NA NA —                  — — — i § 750 -7.4 Anchor Savings 

1,541 6 16             4,126 5,684 22 0.06 6.3 8,924 715.9 Anheuser-Busch 

472 -28 45 517 604 13.70 279.9 2,732 179.5 Aon 

473 10 27                  — 499 612 0.52 0.8 296 24.3 Apple Bank 

2,479 16 7,013 9,492 9 0.09 4.3 4,434 419.3 Apple Computer 

1,104 13 —                   — 1,104 284 3.03 134.6 7,379 364.4 Archer Daniels 

316 0 2                  — 318 735 0.02 0.1 467 101.8 Argonaut Group 

801 3 1,529             1,124 3,455 46 0.64 3.0 1,065 164.5 Aristech Chem 

495 2 289                  — 784 433 0.07 1.3 1,996 117.3 Arkla 

678 30 213                  — 892 372 0.07 0.6 3,227 101.3 Armco 

496 32 4                  — 499 613 0.02 0.4 2,680 162.7 Armstrong World 

993 -13 10                  — 1 003 328 0.04 0.5 1,988 207.2 Asarco 

998 15 7             1,301 2,306 82 0.07 1.8 7,860 239.6 Ashland Oil 

336 -2 27                  — 363 710 0.63 0.1 753 -32.0 Atlantic Finl 

1,619 12 68                  — 1,688 141 0.03 5.0 17,626 1,583.0 Atlantic Richfield 

571 12 —             1,455 2,026 104 0.25 7.4 1,617 178.2 Automatic Data 

898 12 36                771 1,705 137 0.20 2.1 1,582 77.7 Avery Intl 

.    904 NA —                  — 904 363 0.18 1.5 1,93* 50.7 Avnet 

737 NA —                  — 737 460 0.12 1.8 3,063 -424.5 Avon Products 

1,014 64 50                  — 1,064 299 0.15 3.1 2,336 58.1 Baker Hughes 

1,820 0 654             1,347 3,822 42 0.74 4.4 1,867 38.0 Bally Mig 

293 -6 —                  53 346 719 0.22 0.4 275 1.8 Baltimore Bancp 

424 23 39                  — 463 638 0.09 2.1 1.864 303.4 Baltimore G&£ 

997 19 136 1,133 272 0.27 8.7 2,735 340.2 Banc One 

170 NA 15 186 785 1.03 4.3 552 47.4 Banco Popular PR 

633* NA 28                187 848 394 0.21 1.5 583 74.9 Bancorp Hawaii 

254 NA 20                  — 274 760 4.75 49.8 491 69.8 Bandag 

1,176 85 175 1,351 198 0.05 0.9 5,296 322.3 Bank of Boston 

Sales and profits as reported in the Forbes 500s Annual Directory issue. 
data.    ttNew CEO: cash compensation is for another executive office    NA 

May 1. 1989 
Not available 

"Annualized salary.    iLess than 0.01% is than $100,000. "Prior-year 
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WE HELPED A B 
Ah, the miracles of the modern 

world. Consider Robotic Vision 
Systems Inc. 

Using specialized laser technol- 
ogy, the/ve developed a way to 
scan 3-D objects with incredible 
precision. So robots can actually 
see where they're going. 

And how do they turn 

what their machines see into usabL 
information? 

With computer systems from ?ni 
We give Robotic Vision's laser tec j 

ogy the capacity to record informal 
on a powerful CAD/CAM (Compl 
Aided Design/Computer-Aided Mi 

factoring) database. 
> This information is d 



>/«< 

ND WELDER SEE 
3 slop detailed wireframe diagrams and 3-D 
3»models. Images that can be modified and 
i' production in the blink of an eye. 

!| :ourse this is just one dream come true for 
<j ic Vision Systems. Since 1983 this far-sighted 
i) iny has grown 500%. And their success is 

l our success. Prime is a Fortune 500 com- 
y vith annual revenues of over $1.5 billion. 

Du'd like to know how Prime can help 

improve your vision, call 1-800-343-2540 
(In Canada, 1-800-268-4700). 

Prime. Will miracles never cease? 

Prime 
Prime Computer Inc. 
Prime andtheJohnson & Johnson Family otCompanies are 
proud co-sponsors of the PBS senes NOVA. 



^prporate America's Most Powerful People 

Company/Chief executive Age Birthplace Background 

Tenure 
with 
firm 

lyears' 
as 

CEl undergraduate/graduate 

Bank of New England .- alter J Connolly Jr 61 Boston MA Yale, BA '50 banking 28 < 

Bank of New York/John Carter Bacot 56 Utica NY Hamilton, AB '55/Cornell, LLB '58 financial 29 

Bank South/Robert P Cuyton 52 Blue Mountain MS Mississippi, BA '58/Harvard, MBA '66 banking 9 1 

BankAmerica/Alden W Clausen 66 Hamilton IL Carthage, BA '44/Minnesota, LLB '49 banking 40 

Bankers Trust NY/Charles S Sanford Jr 52 Savannah GA Georgia, BA '58/Pennsylvania, MBA '60 banking 28 

BanPonce/Aibeno M Paracchim 57 Ponce PR Pennsylvania, BS '53/Pennsylvania, MBA '57 financial 33 ( 

CR Bard/George T Maloney 56 Philadelphia PA Siena, BS '54 sales 30 

Barnett Banks/Charles E Rice 53 Chattanooga TN Miami, BBA '58/Rollins, MBA '64 banking 24 11 

Battle Mountain Gold/Douglas I Bourne 66 Tulsa OK Oklahoma, BS '43 technical 43 1 

Bausch & Lomb/Daniel E Gill 52 Ziegler IL Northwestern, BS '58 financial 11 ; 

ffllttQ .' r ■"..":*-:-.-: ~ :b£ 
Baxter International/Vernon R Loucks ]r 54 Evanston IL Yale, BA '57/Harvard, MBA '63 marketing 23 i 

BayBanks/Wilham M Crozier Jr 56 Brooklyn NY Yale, BA '54/Harvard, MBA '63 banking 25 1 

BB&T Financial/L Vincent Lowe Ir 52 Chadbourn NC N Carolina, BS '59 banking 28 

Bear Stearns Cos/Alan C Greenberg 61 Wichita KS Missouri, BA '49 sales 40 1 

Becton Dickinson/Raymond V Gilmartin 48 Washington DC Union, BSEE '63/Harvard, MBA '68 operations 13 

Bell Atlantic/Raymond W Smith 51 Pittsburgh PA Carnegie-Mellon, BS '59/Pittsburgh, MBA '67 operations 30 

BellSouth |ohn L Clendenin 55 El Paso TX Northwestern, BA '55 operations 34 

Beneficial Corp/Finn M W Caspersen 47 New York NY Harvard, LLB '66 financial 17 i: 

Benj Franklin S&L/G Dale Weight 55 Salt Lake UT Utah, BS '59/Oregon, PhD '68 banking 6 

Bergen Brunswig/Emil P Martini Ir 60 Teaneck \l Purdue, BS '50 technical 37 2i 

Berkshire Hathaway/Warren E Buftett 58 Omaha NE Nebr Lincoln, BS '50/Columbia, MBA '51 investment 24 l 

Bethlehem Steel/Walter F Williams 60 Upland PA Delaware, BCE '51 operations 38 

Beverly Enterprises/Robert Van Tuyle 76 Manchester IL Cincinnati, BS '34 administration 18 l 

Black & Decker/Nolan D Archibald 4S Ogden UT Weber St, BS '68/Harvard, MBA '70 marketing 4 

H&R Block/Henry' W Bloch* 66 Kansas City MO Michigan, BS '43 administration 34 3 

Boatmen's Bancshares/Andrew B Craig III 58 Buffalo NY Cornell, BA '55 banking 4 

Boeing/Frank A Shrontz 57 Boise ID Idaho, LLB '54 Harvard, MBA '58 administration 31 

Boise Cascade/|ohn B Fery 59 Bellingham WA Washington, BA '53/Stanford, MBA '55 operations 32 1 

Borden/Romeo | Ventres 64 Boston MA Worcester Polytech, BS '45 operations 32 

Boston Edison; Stephen 1 Sweeney 60 Winthrop MA Mt St Mary's, BA '50 technical 36 

Bowatei 'Anthony P Gamma- 54 England operations 34 

Bristol-Myers Richard L Gelb 64 New York NY Yale, BA '45/Harvard, MBA '50 administration 39 1 

Broad Inc/Eli Broad- 55 New York NY Michigan, BA '54 financial 32 3 

Brooklyn Union (.     *            Larson 63 Bayshore NY Rensselaer Polytech, BME '47 technical 42 

W L 1 yons Brown Jr 52 Louisville KY Virginia, BA '58 marketing 29 1 

Bro                                    Bridgewatei Ir Tulsa OK Oklahoma, LLB '58/Harvard, MBA '64 administration 10 

n                                     shaus 56 Indianapolis IN Princeton, AB '55/Harvard, LLB '60 legal 2 

65 Birmingham AL retailing 30 ] 

t 58 West Allis WI marketing 32 

' 56 Seattle WA Yale, BA '54/Harvard, LLB '57 legal 2 

ib nonths' service 
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^^mmm^mmmmm 
—Salary 4 

(000) 

 Compensai 
bonus—          other 
% change        (000) 

Rank 
total           among 
(000)        800 execs 

 Stock owned  
mkt val 

%               (mil) 

—Company data1— 
sales           profits 
(mil)             (mil) Company 

stk gains 
(000) 

$870 3% — — $870 381 0.05% $0.7 $3,197 $281.7 Bank New England 

1,029 14 S327 $27 1,383 188 0.18 5.1 2,620 213.0 Bank of New York 

510 63 — — 510 607 0.15 0.7 482 43.4 Bank South 

1,500 94 75 — 1,575 156 0.04 2.1 10,181 547.0 BankAmerica 

1,750 0 66 284 2,100 99 0.04 1.4 5,851 647.7 Bankers Trust NY 

308 17 — — 308 -41 0.12 0.2 296 20.9 BanPonce 

624 NA 31 211 866 382 0.26 3.3 758 78.7 CRBard 

936 13 58 441 1,435 179 0.09 1.9 2,546 226.4 Barnett Banks 

358 6 14 — 372 707 0.14 1.3 141 59.4 Battle Mtn Gold 

927 14 1,119 164 2,210 87 0.11 1.9 978 97.9 Bausch & Lomb 

Of these 800 chief executives, only 3 are women: Washington Post's Katharine 
Graham ($1.4 million compensation); Golden West Financial's Marion O. 
Sandler ($850,725); and Liz Claiborne's Elisabeth C. Ortenberg ($700,000). 

997 -17 — 133 1,130 274 0.11 5.1 6,861 388.0 Baxter Intl 

503 8 44 99 645 502 0.32 2.2 917 88.5 BayBanks 

535 23 13 51 599 540 0.30 1.1 412 38.7 BB&T FinI 

2,448 -57 — — 2,448 71 1.81 21.6 2,078 199.2 Bear Stearns Cos 

456 NA 130 1,384 1,969 107 0.03 0.6 1,749 165.1 Becton Dickinson 

384 NA 342 100 825++ 409 X 1.3 10,880 1,316.8 Bell Atlantic 

1,165 4 45 34 1,244 230 % 1.6 13,597 1,665.5 BellSouth 

1,027 S 12 — 1,039 306 3.51 38.9 1,418 105.0 Beneficial Corp 

331 9 — — 331 726 1.01 0.4 525 11.5 Benj Franklin 

922 25 — — 922 355 1.27 6.7 3,730 40.1 Bergen Brunswig 

101 0 — — 101 789 44.68 3,148.8 2,333 399.3 Berkshire Hathwy 

505 10 195 338 1,038 308 0.03 0.5 5,489 391.6 Bethlehem Steel 

604 -2 42 — 646 501 0.53 2.5 2,025 -23.9 Beverly Ent 

847 19 60 — 907 359 0.01 0.1 2,374 104.3 Black & Decker 

606 11 142 — 748 453 6.34 85.6 835 90.2 H&R Block 

631 NA — — 631 518 0.02 0.2 1,378 69.8 Boatmen's 

846 15 28 206 1,080 294 X 0.5 16,962 614.0 Boeing 

1,052 34 48 — 1,100 287 0.19 3.7 4,095 289.1 Boise Cascade 

1,412 21  . 155 575 2,143 94 0.04 !.8 7,244 311.9 Borden 

• 308 -8 — — 308 744 % 0.0 1,203 84.2 Boston Edison 

674 4 32 — 706 473 0.06 0.6 1,410 164.3 Bowater 

1,485 14 75 12,578 14,138 3 0.25 34.1 5,973 829.0 Bristol-Myers 

444 NA 5 — 449 653 18.93 43.3 1,157 -13.7 Broad Inc 

343 NA — — 343 721 0.04 0.2 928 67.1 Brooklyn Union 

928 27 . 15 220 1,163 259 34.63 632.7 1,048 142.2 Brown-Forman 

-29 195 11 781 435 0.34 2.1 1,707 8.3 Brown Group 

800' NA — — 800 426 + 0.0 2,172 235.7 Browning-Ferns 

280 NA 42 — 322 734 11.71 110.9 2,063 44.5 Bruno's 

1,356 17 131 472 1,960 110 0.56 9.2 3,282 193.1 Brunswick 

r" 

1,350 NA 801 — 2,151++ 93 X § 4,700 207.2 Burlington Nrthn 

Safes and profits as reported in the Forbes 500s Annual Directory 
i • impensauon is for another executive office     \A Not available. 

issue. Maj , 1989.    "Annualized salar il ess than 0.01%.    §Less than $100,000    ++N'ew CEO: cash 

1* 
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THE BMW 7-SERIES. IT BRINGS       king of the big cars" (AutoWeek Magazine). 
EW BLOOD TO A CI ASS OF AUTOMOBILE Thcv jointly united 3 30 luxury-car ownei 
THAT CAN CERTAINLY BENEFIT FROM IT. compare 16 different models side by side. 

Last summer, three he ar makers uninten-      And after extensive driving, most chose BMW 
tionally confirmed the BN IV7 7-Series as the"new    the marque they'd prefer to own. 
©1988 BMW 'ofNorth America In ,. [qjstEfcd 



*J 

© 

N STREET. 

Indeed, compared to its costliest competitor, 
BMW 7-Series was judged to have superior 
\ ling, quality, and comfort. A quieter, smoother 
de. More responsiveness and maneuverability, 
nd a decidedly more youthful spmt. 

If you share such a spirit yourself, we invite 
you to contact your authorized BMW dealership. 
Where the 7-Series awaits a revealing test 
drive at your convenience. 

THE ULTIMATE DRIVING MACHINE. 



Corporate America's Most Powerful People 

44      Washington DC      Cornell, BS '66/MIT, PhD '69 technical 

Company/Chief executive Age Birthplace Background 

Tenure 
with 
firm 

(years) ! 

undergraduate/graduate CEO 

Burlington Resources/Thomas H O'Leary 55 New York NY Holy Cross, BA '54/Pennsylvania, MBA '61 banking 7 
>\ 

Cabot/Samuel W Bodman 50 Chicago IL Cornell, BS '61/MIT, PhD '64 investment 2 1 

CalFed/John R Tore!': UI 49 West Hartford CT Princeton, BS '61 banking 1 1 

CalMat/A Frederick Gerstell 51 New York NY Princeton, AB '60 administration 14 1 

Campbell Soup/R Gordon McGovern 62 Norristown PA Brown, BA '48/Harvard, MBA '50 marketing 33 9 

Capital Cities/ABC/Thomas S Murphy 64 Brooklyn NY Cornell, BS '45/Harvard, MBA '49 administration 35 23 

Capital Holding/Irving W Bailey II 47 Cambridge MA Colorado, BA '63/NYU, MBA '68 investment 8 1 

Carnival Cruise Lines/Micky Arison 39 Israel administration 15 2 

Carolina Power & Lt/Sherwood H Smith Jr 54 Jacksonville FL N Carolina, AB '56/N Carolina, JD '60 legal 24 10 

Carter Hawley Hale/Philip M Hawley 63 Portland OR Calif Berkeley, BS '47 retailing 31 12 

Castle & Cooke/David H Murdock 66 Kansas City MO investment 7 4 

Caterpillar/George A Schaefer 60 Covington KY St Louis, BS '51 financial 38 4 

CBI Industries/William A Pogue 61 NA US Military Acad, BS '50 sales 35 7 

CBS/Laurence A Tisch 66 Brooklyn NY NYU, BS '42/Pennsylvania, MA '43 financial 3 3 

Centel/Iohn P Frazee |r 44 Staunton VA Randolph-Macon, BA '66 operations 17 
2l 

Centerior Energy/Richard A Miller 62 Cleveland OH Case Western Res, BBA '50/Harvard, LLB '53 legal 29 ' 
Centex/Laurence E Hirsch 43 New York NY Pennsylvania, BS '68/Villanova, JD '71 legal 4 1 

Central & So West/Merle L Borchelt 63 Mercedes TX LA Tech, BS '49 technical 40 1 

Central Bancshares/Harry B Brock lr* 63 Fort Paye AL Alabama, BS '49 sales 18 18 

Central Fidelity Bks/Carroll L Same 54 Lincolnton NC Lenoir-Rhyne, BA '54/Richmond, MS '65 banking 32 8 

Central 111 Pub Svc/Donald G Raymcr 64 lackson MI Michigan, BS '48/MIT, MS '60 operations 41 9 

( in I rust Savings Bank/David L Paul 50 New York NY Pennsylvania, BS '61/Columbia, ID '67 investment 6 
5 

Champion Intl/Andrew C Sigler 57 Brooklyn NY Dartmouth, BA '53/Dartmouth, MBA '56 sales 33 
15 

Chase Manhattan/Willard C Butcher 62 Bronxville NY Blown, BA '47 banking 42 9 1 

Chemical Banking/Walter V Shipley 53 Newark N| NYU, BS '61 banking 33 6 

Chevron/Kenneth T Derr 52 Wilkes-Barre PA Cornell, BSME '59/Cornell, MBA '60 technical 29 - - 

Chrysler/Lee A Iacocca 64 Allentown PA Lehigh, BS '45/Pnnceton, ME '46 operations 11 10 

Chubb/Dean R O'Hare 46 lersey City N| NYU, BS '63/Pace, MBA '68 insurance 26 1 

Cigna/Wilson H Taylor 45 Hartford CT Trinity College CT, BS '64 insurance 25 1 

Cincinnati Bell/Dwight H Hibhard 65 Hadley MA MIT, BS '49 technical 40 5 

Cincinnati Financial ■ |ohn 1 Schiff* 73 Cincinnati OH Ohio St, BS '38 insurance 39 16 1 

Cincinnati G&E/lackson H Randolph 58 Cincinnati OH Cincinnati, BBA '58/Cincinnati, MBA '68 financial 30 i 
Circle K/Karl Eller 60 Chicago IL Arizona, BA '52 marketing 6 6 I 
Circuit City Stores/Richard L Sharp 42 \\ ashington DC technical 7 3 | 

Citadel Holding/lames A Taylor 64 Lodi CA investment 4 "> 1 

Citicorp/John S Reed 50 Chicago IL MIT, BS '61/MIT, MS '65 banking 24 | 
Citizens & Southern/Bennett A Brown 60 Kingstree SC Presbyterian, BS '50 banking 34 11 1 

Citizens Saving!              B Stuzin 47 Miami FL Florida, BS '64/Miami, JD '67 legal 15 7 1 

I  Citizens Utilitiea/Ishier |a    ^v.m 66 Worcester MA Harvard, LLB '51/Harvard, MS '47 administration 35 i 
66 Chicago IL financial 14 

\ 
■i lohn W Atherton lr 47 Ames IA Weslcyan, BA '65/Babson, MBA '67 banking 16 

ft 
■ 56 Bridgeport CT U of Bridgeport, BS '55/NYU, MBA '61 banking 34 

5I 
1 1 rnaii 51 Philadelphia PA operations 15 i 

60 Kingman IN Purdue, BS '50 marketing 36 4  1 
 1 

.\ months service    w Noi available 
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-Salary + 
(000) 

Compensation- 
other 
(000) 

total 
(000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%               (mil) 

—Company data1— 
sales           profits 
(mil)             (mil) Company 

bonus— 
% change 

stk gains 
(000) 

.1,350 NA SI,044 — S2,394tt 76 0.02% $1.7 $2,167 $72.1 Burlington Res 

395 32% 7 — 401 682 0.56 6.6 1,770 67.7 Cabot 

286 NA 166 — 452 647 0.16 0.9 2,816 134.8 CalFed 

571 24 23 — 593 546 0.18 1.6 626 56.4 CalMat 

826 19 12 S122 960 346 0.01 0.6 5,269 258.8 Campbell Soup 

907 30 124 — 1,031 313 0.75 55.4 4,773 387.1 Cap Cities/ABC 

705 11 10 38 753 450 0.10 1.6 2,046 189.9 Capital Holding 

550 4 — — 550 581 1.49 35.7 600 196.4 Carnival Cruise 

436 9 6 — 441 659 0.05 1.3 2,273 196.8 Carolina P&L 

665 0 1 — 666 495 1.62 3.3 2,708 6.3 Carter Hawley 

1,500 25 — — 1,500 164 22.42 390.2 2,469 112.3 Castle & Cooke 

662 34 45 33 740 458 0.01 0.7 10,255 616.0 Caterpillar 

471 NA — — 471 634 0.20 1.2 1,376 27.5 CBI Industries 

1,253 6 9 — 1,262 220 t § 2,778 1,153.0 CBS 

639 44 583 — 1,222 241 0.12 4.7 1,095 126.3 Centel 

362 NA 9 — 371 708 0.02 0.3 2,038 -102.1 Centerior Energy 

507 NA 30 — 537 593 % 0.0 1,730 31.9 Centex 

373 NA 66 — 438 662 0.03 0.9 2,512 324.0 Central & So W 

528 100 12 92 631 516 4.97 15.4 401 41.0 Central Bancshrs 

475 40 13 — 488 619 0.14 0.6 444 49.5 Central Fidelity 

249 11 — — 249 772 0.02 0.1 616 86.2 Central 111 PS 

852 12 4 — 856 389 42.36 § 959 6.5 CenTrust Savings 

1,377 21 10 — 1,387 187 0.11 3.5 5,129 456.4 Champion Intl 

1,396 34 172 — 1,568 157 0.03 1.0 12,365 1,058.9 Chase Manhattan 

1,382 138 114 — 1,497 166 0.09 2.1 7,549 753.6 Chemical Banking 

800 NA 98 — 898 367 0.02 2.7 25,196 1,768.0 Chevron 

1,466 -2 12 2,027 3,504 45 0.12 7.0 35,473 1,050.2 Chrysler 

763 NA 46 — 809 416 0.02 0.6 3,980 359.6 Chubb 

1,081 NA 23 — 1,104 283 0.02 1.0 17,889 472.2 Cigna 

645 27 68 193 906 361 0.15 2.2 738 84.3 Cincinnati Bell 

549 30 — 287 836 403 3.85 43.0 910 128.7 Cincinnati Finl 

305 18 6 — 311 740 0.02 0.2 1,386 226.9 Cincinnati G&E 

439 2 — — 439 661 6.92 44.5 3,188 52.5 Circle K 

598 NA     - — 645 1,243 231 1.54 16.2 1,619 63.0 Circuit City 

253 0 1 — 255" 771 0.06 0.1 384 24.1 Citadel Holding 

1,798 114 — — 1,798 125 0.14 13.8 32,024 1,698.0 Citicorp 

805 86 33 — 838 401 0.20 3.6 2 090 206.3 Citizens & Sthrn 

344 NA 52 — 396 688 35.85 13.1 301 14.3 Citizens Savings 

457 4 4 — 461" 640 0.07 1.3 300 74.2 Citizens Utils 

879 7    . — — 879 377 16.36 101.5 371 49.3 City National 

330 NA 38 — 368 709 0.67 0.4 1,047 -22.2 CityFed Finl 

340 NA — — 340 722 0.29 0.5 280 23.6 Citytrust Bancor 

408 NA 459 271 1,138 269 0.09 0.6 1,278 37.4 Clark Equipment 

411 -28 443 2,353 3,207 50 0.24 4.6 1,354 138.5 Clorox 

625 23 — 329 954 349 0.06 1.4 2,943 271.6 CMS Energy 

'Sales and profits as reported in the Forbes 500s Annual Directory issue. May 
compensation is for another executive office    NA: Not available. 

1. 1989. JLess than 0.01* .    §Less than $100,000. "Prior year data    ttNew CEO: cash 

w 
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JCorporate America's Most Powerful People 

Company/Chief exer Age Birthplace 
 Education  

undergraduate/graduate Background 

Tenure (year 
with             a 
firm           CI 

CNW/Robe-. Schmiege 48 Madison WI Notre Dame, AB '63/Notre Dame, ID '66 legal 21 

Coast S&L Assn/Ray Martin 53 Nogales AZ banking 30 

Coastal Corp/Oscar S Wyatt Jr* 64 Beaumont TX Texas A&M, BS '49 technical 34 

Coca-Cola/Roberto C Goizueta 57 Cuba Yale, BS '53 technical 35 

Coca-Cola Enterprises 'Brian G Dyson 53 Argentina U of Buenos Aires, BA '59 financial 30 

Colgate-Palmolive/Reuben Mark 50 Jersey City NJ Middlebury, BA '60/Harvard, MBA '63 marketing 26 

Colorado Natl Bkshs Will F Nicholson (r* 60 Colorado Spr CO MIT, BS '50/Denver, MBA '56 banking 19 

Columbia Gas System/John H Croom 56 Fayetteville NC N Carolina St, BS '54 marketing 35 

Columbia Pictures/Victor A Kaufman 45 New York, NY CUNY Queens, BA '65/NYU, )D '67 legal 13 

Columbia S&L Assn/Thomas Spiegel 43 Czechoslovakia USC, BA '65 financial 12 

Combustion Eng/Charles E Hugel 60 Plainiield M Lafayette, BA '51 operations 7 

Comcast/Ralph I Roberts* 69 New York NY Pennsylvania, BS '41 administration 27 

Comdisco/Kenneth N Pontikes* 49 Chicago IL Southern Illinois, BA '63 marketing 20 

Comerica, Eugene A Miller 51 Detroit MI Detroit Tech, BBA '64 banking 34 

Commerce Bcshs/David W Kemper 38 Kansas City MO Harvard, BA '72/Stanford, MBA '76 banking 11 

Commercial Federal/William A Fitzgerald 51 Omaha NE Creighton, BS '59 banking 34 

Commonwealth Ed/[ames I O'Connor 52 Chicago IL Holy Cross, BS '58/Harvard, MBA '60 administration 26 

Community Psych lames VV Contc* 61 Des Plaints IL Iowa St, BS '50/Northwestem, MS '57 administration 20 

Compaq Computer/Joseph R Canion* 44 Houston TX Houston, BS '66/Houston, MS '68 technical 7 

Computer Associates Charles B Wang* 44 China CUNY Queens, BS '67 technical 13 

ConAgra/Charles M Harper 61 Lansing MI Purdue, BS '49 Chicago, MBA 50 administration 15 

Consolidated Edison Arthur Hauspurg 63 New York NY Columbia, BS '45/Columbia, MS '47 technical 20 

Consol Freightways Lary R Scott 53 Cleveland OH Bowling Green State U, BS '61 operations 22 

Consol Natural Gas/George A Davidson Ir 50 Pittsburgh PA Pittsburgh, BS '60 technical 23 

Consolidated Papers/George W Mead 61 Milwaukee WI Yale, BS '50/Inst Paper Chem, MS '52 operations 37 

Consolidated Rail/lames A Hagen 57 I orrest City IA St Ambrose, BA '56, Iowa, MA '58 marketing i 

Contel/Donald W Weber 52 Turtle Creek PA Duquesne, BS '61 financial 25 

Continental Bank/Thomas C Theobald 52 Cincinnati OH Holy Cross, AB '58/Harvard, MBA '60 banking 2 

Continental Corp John P Mascotte 50 Fort Wayne IN Virginia, LLB '64 insurance 8 

Control Data/Robert M Price 58 New Bem NC Duke, BS '52, Georgia Tech, MS 58 administration 28 

• a^_>...^                                ^^ 
._ 

ii i 
i        —^  • ■■     - ^_ 

Cooper industries Robert Cizik 18 Scranton PA Connecticut, BA 53 Harvard, MBA '58 financial 28 

Adolph COOTS "effrey II Coors 44 Cornell, BS '67/Cornell, MS '68 technical 21 

states Financial                 \ Larsen 42 Chicago IL Dallas, BA '68/Texas A0S.M, PhD '71 financial 12 

iW 1                                  hton 53 ning NY Harvard, AB '58/Harvard, MBA '62 administration 27 

\ h(       ale Pittsburgh PA San DiegO State. BA   59 retailing 4 

ial 1 I 61 Chicago 11 Illinois, BS 50 Chicago PhD 52 sales 26 

in^ 45 Pittsburgh PA Pennsylvania, BA '66/Cohimbia, MBA '68 financial 15 

\     illwa) 48 Minneapc MIT, BS '62 Harvard, MBA '64 marketing 14 

- 48 rfolk VA nia, BA '63 hanking 23 

■ 46 Brooklyn NY banking 21 

mths sen k e 
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—Salary -4 
(000) 

 Compensation 
bonus—         other 
% change        (000) 

total 
(000] 

Rank 
among 

800 execs 

 Stock owned       —Company data1— 
mkt val          sales           profits 

%              (mil)            (mil)            (mil) Company 
stk gains 

(000) 
■ 

J $459 NA — — 5459+T 641 0.05% $0.3             S995 $94.2 CNW 

619 16% — — 619 528 0.05 0.1             1,110 47.8 Coast S&l Assn 

1,042 14 S15 — 1,057 302 4.43 98.6            8,237 157.4 Coastal Corp 

- 2,164 19 580 — 2,745 57 0.28 54.0            8,338 1,044.7 Coca-Cola 

1,047 31 23 — 1,070 297 t 0.1            3,874 152.6 Coca-Cola Ent 

1,236 25 53 — 1,289 213 0.08 2.6            4,734 317.8 Colgate 

382 33 9 — 390 692 1.00 1.9               312 10.6 Colorado Natl 

- 500 1 39 — 539 591 0.05 0.9            3,129 119.0 Columbia Gas Sys 

. 826 NA 1,506 — 2,332 80 0.33 6.9            1,387 -97.8 Columbia Pics 

* 
- 

3,960 3 667 $4,106 8,734" 11 3.92 6.7             1,302 65.0 Columbia S&l 

681 -27 — — 681 490 0.16 1.7            3,484 -245.2 Combustion Eng 

-J 395 17 349 ^69 1,512" 163 10.67 163.2               412 -19.7 Comcast 

836 -58 10 — 846 396 21.44 215.5             1,331 96.0 Comdisco 

557 NA 8 117 681tt 489 0.06 0.5             1,043 112.0 Comerica 

- 

430 11 4 — 434 666 0.68 3.0               479 49.0 Commerce Bcshs 

549 2 — — 549 583 1.42 0.6               613 1.4 Commercial Fedl 
  

492 11 — — 492 614 t 0.4            5,613 737.5 Commonwealth Ed 

675 -27 51 — 726 467 0.98 13.4               347 70.8 Community Psych 

-. 

1,867 36 — — 1,867 118 0.30 9.0            2,066 255.2 Compaq Computer 

1,431 46 17 — 1,448 174 5.33 158.5               925 142.4 Computer Assocs 

1,312 12 1,392 — 2,704 60 1.45 38.4          10,295 171.7 ConAgra 

744 45 110 — 854 390 0.01 0.7            5,109 599.3 Con Edison 

539 37 248 501 1,287 214 0.06 0.7            2,689 113.2 Consol Freight 

464 13 66 — 530 598 0.03 0.9            2,468 192.9 Consol Natural 

387 5 11 — 398 685 1.28 21.4               897 149.9 Consol Papers 

450* NA — — 450 650 X 3,490 306.0 Conrail 

689 46 241 103 1,032 312 0.03 1.3            2,964 276.1 Contel 

1,100 69 3 — 1,103 286 0.02 0.2            3,012 315.8 Continental Bank 

602 -27 399 — 1,000 329 '  0.03 0.5            5,878 0.9 Continental Corp 

■. 862 -3 394 — 1,256 223 0.22 1.8            3,628 1.7 Control Data 

The median age of the top 800 chief executives is 57. But there are surprisingly young 
faces, too. The three youngest are Microsoft's William H. Gates III (32); Sun 
Microsystems" Scott G. McNealy (34); and Banco Popular PR's Richard L. Carrion (36). 
Occidental Petroleum's Armand Hammer, 91, is the oldest of the group. 

1,235 40 — — 1,235 237 0.19 5.6            4,258 224.4 Cooper Inds 

355 -3 8 — 363 712 2 NA            1,522 46.9 Adolph Coors 

763 67 128 144 1,035 310 0.04 0.8             1,630 179.5 CoreStates Finl 

878 9 44 274 1,196 247 0.59 17.3            2,122 292.4 Corning Glass 

* 
256 NA' — — 256 770 4.97 27.3            2,194 14.5 Costco Wholesale 

1,181 36 714 522 2,417 74 0.15 6.5            4,700 289.1 CPC Intl 

950 NA 791 35 1,776 128 1.94 10.9             1,313 49.2 Crane 

541 -2 — 351 892 371 0.12 1.8               756 156.6 Cray Research 

496 34 — 97 593 547 0.15 1.1             1,013 86.7 Crestar Finl 

- 
629 39 15 — 644 505 0.36 0.7             1,365 104.8 CrossLand Svgs 

sales and profits as reported in the Forbes 500s Annual Directory issue. May 1, 1989     2Shares are held in a family trust     'Annualized salary.    JLess than 0.01%.    §l.ess 
than $100,000.    "Prior-year data    ttNew CEO: cash compensation is for another executive office    NA Not available. 

* 
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I 
"Management must guide the forces of change...' 

— John W. Teets, Chairman 

The Greyhound Corporation has been recast From 
tie crucible of change has emerged a new Greyhound, 

tered for strength and reshaped for the future 
The job of management always has been to see the 

c   ipany not as it is, but as it can grow to be The new 
Gi   hound is the result of this vision, built through a five- 
ye<v ^structuring program. 

-lard choices were faced; tough decisions were 
Subsidiaries with annual sales of $3 billion. 

including the company's nationwide bus line, were 
divested At the same time, new businesses with ex- I 
cellent growth and profit potential were established   ; 

or acquired. 
For example, Purex household and laundry pre- 

ucts were added to the personal care and packaget 
foods brands of Greyhound's Dial Corporation. Prer* 
Cruise Lines, the official cruise line of Walt Disney 
World, was launched. Dobbs food service for air 



travelers was acquired, complementing Greyhound's 
existing airport and food service businesses. General 
Motors' RTS transit bus manufacturing and parts opera- 
tion was purchased to expand Greyhound's top-ranked 
intercity coach-building business. 

Today Greyhound's four business segments — 
consumer products, services, transportation manufac- 
turing and financial — produce revenues at a $3 billion 
annual rate. 

With the restructuring of Greyhound's core busi- 
nesses completed, management is concentrating on 
further improvement of operating returns. Change is 
inevitable, and management must guide the forces 
of change to create value for shareholders. 

At Greyhound, we believe in renewing the com- 
pany day by day. 

The Greyhound Corporation 



Corporate America's Most Powerful People 

Company/Chief executive Age Birthplace Background 

Tenure (years)   i 
with             as 
firm           CEO J undergraduate/graduate 

Crown Cork & Seal/John F Connelly 84 Philadelphia PA sales 33 32  j 

CSX/John W Snow 49 Toledo OH U of Toledo, BA '62/Virginia, PhD '65 legal 12 t 
Cullen/Frost Bankers/Thomas C Frost 61 San Antonio TX Washington & Lee, BS '50 banking 39 18 

Cummins Engine/Henry B Schacht 54 Erie PA Yale, BS '56/Harvard, MBA '62 administration 25 20 

Cyprus Minerals/Kenneth I Barr 62 Birmingham AL Auburn, BS '47 operations 41 4 

Dana/Gerald B Mitchell 61 Canada operations 45 9 

Data Gentral/Edson D de Castro* SO Plainfield NJ Lowell, BS '60 technical 21 21 

Dauphin Deposit/William ] King 60 Philadelphia PA Pennsylvania, BA '74/La Salle U, MBA '80 banking 10 3 

Dayton Hudson/Kenneth A Macke 50 Templeton LA Drake, BS '61 retailing 28 6 

Dean Foods/Howard M Dean 52 NA So Methodist, BBA '60/Northwestern, MBA '61 administration 24 2 

Deere/Robert A Hanson 64 Moline IL Augustana, BA '48 marketing 39 
7 

Delmarva Power & Lt/Nevius M Curtis 59 Holyoke MA Haverford, BA '51/Stanford, MBA '56 administration 11 8 

Delta Air Lines/Ronald W Allen 47 Atlanta GA Georgia Tech, BS '64 administration 26 2 

Deluxe Corp/Harold V Haverty 59 Detroit MI operations 35 3 

Deposit Guaranty/Emerson B Robinson ]i 47 Centreville MS Davidson, BS '63/Harvard, MBA '67 banking 22 5 

Detroit Edison/Walter 1 McCarthy ]i 64 New York NY Cornell, BME '49 operations 26 s 
Diamond Shamrock/Roger R Hemminghaus 52 St Louis MO Auburn, BS '58 technical 5 2 

Digital Equipment/Kenneth H Olsen* 63 Bridgeport CT MIT, BS '50/MIT, MS '52 technical 32 32 

Dillard Dept Stores/William T Dillard Sr* 74 Mineral Spr AR Arkansas, BBA '35/Columbia, MS '37 retailing 50 50 

Dime Savings Bank FSB/Harry W Albright [r 64 Albany NY Cornell, LLB '52 banking 14 9 

Walt Disney/Michael D Eisner 47 New York NY Denison, BA '64 operations 5 s 
Dominion Bankshares Warner N Dalhouse 54 Roanoke VA Virginia, BS '56 marketing 33 8 

Dominion Resources/William W Berry 57 Norfolk VA Va Military Inst, BS '54/Richmond, MS '64 technical 32 6 

RR Donnelley & Sons/Iohn R Walter 42 Pittsburgh PA Miami of OH, BS '68 technical 20 * 

Dover/Gary L Roubos 52 Denver CO Colorado, BS '59/Harvard, MBA '63 operations 18 B 

Dow Chemical/Frank P Popoff 53 Bulgaria Indiana, BA '59/Indiana, MBA '59 marketing 30 2 

Dow Jones/Warren H Phillips 62 New York NY CUNY Queens, BA '47 journalism 42 14 

Downey S&L Assn/Gerald H McQuarne" 67 Minersville UT Compton, BA '41 administration 32 11 

DPL/lVter H Forster 47 Germany Wis Milw, BS '64/Columbia, |D '72 operations 16 4 

Dresser Industries John | Murphy 57 Olean NY Rochester Ins Tech, BS '52/So Methodist, MBA 81 operations 37 6 

Dreyfus'Howard Sum 62 New York NY investment 34 IS 

EI du Pont de Nemours/Edgar S Woolard |r 55 Washington NC N Carolina St, BS '56 operations 31 1 
Duke Power/William S Lee 59 Charlotte NC Princeton, BS '51 technical 34 7 

Dun & Bradstreet Charles W Moritz 52 Washington DC Yale, BA '58 marketing 29 4 

Duqursne light/Wesley W von Schack 45 New York NY Fordham, BA NA/St John's, MBA NA financial 5 ? 

items David R Tacke 66 St Louis MO Pepperdine, MBA '72 technical 43 2 

<stinaii Kodak      >.   > H Chandler 64      Strong ME Maine, BS '50/MIT, MS '63 technical 39 

i R Stovi 62      Marion IN George Washington, LLB '55 operations 34 

I M.i 62 Stevens Point WI Wisconsin, BS '48 operations 26 20 

53 Milwaukee WI Marquette, BS '58/George Washington, )D '65 technical 17 2 

^ 1 ake Forest IL Cornell, BME '58/Cornell, MBA '59 administration 16 16 

62      Bellaire OH Ohio St, BS '49 administration 

.. W. 50      Buffalo NY Canisius, BA '61/SUNY Buffalo, MBA '67 banking 22 

53      Newark N| Brown, AB '57/Scton Hall, MBA '64 sales 12 

47      Tyrone MO Missouri, BA '64/Houston, PhD '70 administration 

' is sen Ice    NA N( >i available 
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M^^M^H^^HH 
—Salary 

(000) 

Compensation 
other 
(000) 

Rank 
total           among 
(000)         800 execs 

 Stock owned  
mkt val 

%                (mil) 

—Company data1— 
sales           profits 
(mil)            (mil) Company 

+ bonus— 
% change 

stk gains 
(000) 

S456 111% $1 — $457 643 1.47% $19.6 $1,834 $93.4 Crown Cork 

815 NA — — 815 414 0.02 0.6 7,592 147.0 CSX 

306 0 40 — 346 720 4.22 5.7 315 2.4 Cullen/Frost 

450 -7 1,367 — 1,817 123 0.08 0.6 3,310 -63.4 Cummins Engine 

520 NA 3 — 523 602 0.11 1.2 1,327 170.0 Cyprus Minerals 

888 34 314 S361 1,563 159 0.20 3.4 5,190 162.2 Dana 

576 37 — — 576 559 2.97 14.8 1,330 -45.4 Data General 

393 10 2 — 395 689 0.05 0.2 298 40.7 Dauphin Deposit 

1,168 26 214 744 2,126 96 0.09 3.4 12,204 287.0 Dayton Hudson 

551 29 346 — 896 368 0.58 4.9 1,612 46.1 Dean Foods 

906 88 — . 1,079 1,984 106 0.04 1.4 5,461 267.6 Deere 

327 11 — — 327 728 0.01 0.1 768 84.7 Delmarva P&L 

457 14 601 — 1,058 301 j 0.3 7,323 344.5 Delta Air Lines 

510 12 65 109 684 485 0.05 1.2 1,196 143.4 Deluxe Corp 

225 10 10 — 235 776 0.40 1.0 347 31.5 Deposit Guaranty 

451 0 10 — 461 639 + 0.2 3,102 -235.3 Detroit Edison 

575 46 7 — 582 557 0.08 0.5 1,804 54.3 Diamond Sham R&M 

932 3 — 9,052 9,984 8 1.92 232.5 12,285 1,209.1 Digital Equip 

1,193 7 30 — 1,223 240 4.31 74.4 2,558 113.8 Dillard Dept 

558 3 15 573 561 0.28 0.8 1,051 45.6 Dime Savings Bk 

7,506 12 6 32,588 40,100 1 0.29 32.4 3,747 569.9 Walt Disney 

504 -6 6 63 573 564 0.09 0.7 898 83.0 Dominion Bkshrs 

558 -3 65 — 623 524 0.01 0.5 3,344 438.4 Dominion Res 

405 NA 62 — 468 636 0.04 1.1 2,878 205.3 RR Donnelley 

924 18 3 323 1,251 226 0.09 1.7 1,954 145.8 Dover 

1,040 15 796 923 2,759 56 0.03 4.5 16,682 2,410.0 Dow Chemical 

740 6 401 — 1,141 268 0.05 1.6 1,603 228.2 Dow Jones 

821 153 — — 821 412 11.68 22.3 331 29.0 Downey S&.L 

340 4 189 — 529 600 0.02 0.2 984 124.7 DPL 

978 97 — — 978 342 0.03 0.8 3,989 135.7 Dresser Inds 

1,531 -11 741 — 2,272 84 2.81 34.5 268 90.9 Dreyfus 

1,048 NA 11 — 1,058 300 | 2.3 32,514 2,190.0 EI du Pont 

479 31 119 — 598 541 0.04 2.0 3,627 448.1 Duke Power 

1,120 15 621 784 2,525 68 0.03 2.7 4,267 499.0 Dun &. Bradstreet 

261 45 — — 261 767 0.02 0.2 1,063 137.4 Duquesne Light 

944 13 408 — 1,352 197 030 2.8 1,439 74.6 E-Systems 

1,252 20 — — 1,252 225 4 + 1.2 17,034 1,397.0 Eastman Kodak 

1,144 22 14 — 1,158 262 0.10 2.1 3,469 230.0 Eaton 

400 NA — 664 1,064 298 0.88 8.2 1,386 64.9 Echlin 

685 34 — 64 749 451 0.04 0.4 1,406 68.7 EG&G 

1,681 -A 658 7 2,345 79 0.13 9.1 6,793 540.7 Emerson Electric 

1,000 0 — — 1,000" 330 0.33 8.3 2,763 126.6 Emhart 

405 8 28 — 433 667 1.07 0.2 1,090 -57.3 Empire of Amer 

875 -2 — — 875 380 0.37 3.5 2,351 63.7 Engelhard 

977 -7 117 — 1,094 290 0.02 0.5 5,708 130.2 Enron 

'Sales and profits as re ported in the Forbes 500s Annual Directors issue. May 1. 1989 il.ess I ban 0.01 % "Prior year data    NA: Not available 

w 
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Corporate America's Most Powerful People 

Company/Chief executive Age Birthplace 
 Education  

undergraduate/graduate Background 

Tenure 
with 
firm 

(years) 
as 

CEO 

Enserch/William C McCord 61 San Antonio TX Texas A&M, BA '49 technical 40 18 

Equimark Alan S Fellheimer 46 Philadelphia PA Temple, BA '68/Temple, JD '71 legal 5 4 

Equitable Bancorp H Grant Hathaway 61 New York NY banking 34 8 

Esselte Business Sys Hans 7 nstedt 47 Sweden Stockholm School of Economics, BS '64/MBA '66   financial 17 3 

Ethyl/Floyd D Gottwald Jr 66 Richmond VA Va Military Inst, BS '43/Richmond, MS '51 administration 46 19 

Exchange Bancorp/Ira J Kaufman 61 Chicago IL financial 10 7 

Exxon/Lawrence G Rawl 61 Lyndhurst NJ Oklahoma, BS '52 technical 37 2 

Far West Financial/Fred Kayne 51 Chicago IL MIT, BS '60 banking 2 1 

Farm & Home Finl/Donald F Roby 60 Osceola f A Drake, BS '50 administration 3 3 

Federal Express/Frederick W Smith* 44 Marks MS Yale, BA '66 technical 18 18 

1 
  

- M 

Federal Natl Mortgage/David O Maxwell 59 Philadelphia PA Harvard, LLB '55 legal 8 8 

Federal Paper Board'|ohn R Kennedy 58 New York NY Georgetown, BS '52 sales 38 14 

Fifth Third Bancorp Clement L Buenger 63 Fort Thomas KY Xavier, BA '50 banking 20 8 

Fin Cp Santa Barbara/Philip R Bnnkerhoff 46 Wilmington NC Bngham Young, BS '66/Harvard, ID '69 financial 4 4 

Fireman's Fund lohn 1 Byrne 56 Passaic NJ Rutgers. BS '54/Michigan, MS '59 insurance 4 4 

First Alabama Bcshs Willard L Hurley 62 Gainesville GA Huntingdon, BA '50 banking 31 5 

First American Kenneth I_ Roberts 56 Dungannon VA Vanderbilt, BA '54/Vanderbilt, LLB '59 banking 13 12 

First Bncp Ohio/Howard L Flood 54 Staten Island NY banking 26 4 ' 

First Bank System 1 )ewalt H Ankeny |r 56 Minneapolis MN Dartmouth, BA '54 Dartmouth, MBA '55 banking 22 4 

First Capital frank R Day 51 Aberdeen MS Mississippi, BA '53 banking 31 13 

First Capital Holding Robert I Weingarten 47 Brooklyn NY CUNY City Col, BBA '62 investment 18 6 

First Chicago Bui) 1-Sullivan 58 Bronx NY Columbia, BA '55/Chicago, MBA '57 banking 9 9 

First Citizens Bcshs Lewis R Holding 61 SmithficldNC N Carolina, BS '50/Harvard, MBA '52 financial 36 32 

FirM City Bncp Texas A Robert Abbi 60 Boston MA Harvard, BS '51 Harvard, LLB 56 financial 2 1 

First Commerce Ian Arnoi 49 Memphis TN Vanderbilt, BA '61/Harvard, MBA '63 banking 11 6 

First Empire Man- Robert G Wilraers 55 New York NY Harvard, BA '56 banking 7 6 

First Executive hed Can- 58 financial 15 15 

First Federal With lames A Aliher 64 Detroit Ml Michigan, BA '47 banking 32 12 

t irst Fidelity Bncp Robert R Ferguson |r 65 Savannah GA Lehigh, BA '47/Pennsylvania, MBA '49 banking 31 + 

first Florida Banks                      i ha\i i 49 Mincola NY Harvard, BA '61/NYU, MBA '67 financial 7 6 

1 irsi Hawaiian lohn 1) Bellinger Honolulu HI banking 47 20 

i -state . ncn losL ph | Pinola 64 Pittston PA Bucknell, BA '49 banking 13 11 

1   i ■ »-l R Smith 55 Kalamazoo Ml Western Michigan, BBA '55 banking 33 4 

ISVlt            I ■tier 61 Westmont N| Pennsylvania, BS '50 banking 39 10 

54 Ogdcn UT Utah, BS '56 Columbia, MA '59 banking 30 8 

'I 

58 Memphis TN Memphis St, BS '52 banking 32 16 

47 born MI Davidson BA '63 Pennsylvania, MBA'65 banking 24 5 

62 West Mineral KS Kansas, BS '50 banking 34 4 

55 Benson \i N Carolina, BS '56 banking 30 12 

63 Milwaukee WI Williams, BA '49 Wisconsin, MBA '56 banking 40 1 

hs service 
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—Salary - 
(000) 

Ct impensation- 
other        s 
(000) 

total 
(000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%              (mil) 

—Company data1— 
sales           profits 
(mil)            (mil) Company 

v bonus— 
% change 

tk gains 
(000) 

S650 -7% $22 $57 $728 464 0.06% $0.7 $2,739 $-216.4 Enserch 

1,104 42 56 — 1,160 261 2.48 3.4 390 25.3 Equimark 

786 14 194 — 980 341 1.77 5.7 545 48.2 Equitable Bncp 

464 NA 4 192 659 497 0.14 1.0 1,401 58.9 Esselte Business 

795 9 10 328 1,133 271 5.65 165.8 2,718 231.0 Ethyl 

113 13 — — 113 788 11.00 25.0 241 23.9 Exchange Bncp 

1,354 12 65 — 1,419 181 0.01 6.2 80,868 5,260.0 Exxon 

542 0 — — 542 588 0.51 0.4 455 8.6 Far West Finl 

335 0 — — 335 724 0.02 0.0 312 11.8 Farm & Home Finl 

646 52 4 — 650 500 8.20 194.7 4,244 210.1 Federal Express 

Ownership, not wage slavery, remains key to wealth. Those chief executives with the 
greatest stock holdings in their companies: Berkshire Hathaway's Warren E. Buffett 
($3.1 billion); Limited's Leslie H. Wexner ($1.6 billion); and News Corp.'s K. Rupert 
Murdoch ($1.2 billion). 

1,000 36 33 246 1,279 217 0.05 2.8 10,635 506.7 Fedl Natl Mort 

1,720 56 63 — 1,782 127 0.94 10.0 1,117 143.3 Fedl Paper Board 

636 30 — 644 1,280 216 0.45 5.1 506 84.2 Fifth Third Bncp 

419 2 17 — 436 665 2.38 0.4 476 -4.7 Finl Santa Barb 

u 1,125 129 79 — 1,204 244 0.09 1.4 3,704 247.0 Fireman's Fund 

545 25 28 — 573 563 0.09 0.5 474 58.2 1st Alabama 

400 7 46 11 457 642 0.47 2.6 699 30.4 1st American 

291   . 15 4 — 295 751 0.09 ► 0.3 254 33.9 1st Bncp Ohio 

515 -11 464 68 1,047 304 0.19 2.8 1,943 -310.0 1st Bank System 

299 4 5 — 303 746 4.24 8.9 270 27.5 1st Capital 

1.438 NA 4 — 1,441 177 + § 736 52.7 1st Capital Hold 

1,514 72 101 — 1,615 154 0.25 5.9 4,791 513.1 1st Chicago 

303 17 4 — 308 743 13.04 36.6 315 21.2 1st Citizens 

316 NA 40 — 356 715 5.19 21.6 865 66.1 1st City Bncp Tx 

450 30 — — 450 648 0.40 0.9 387 23.5 1st Commerce 

- 448 30 6 — 454 645 7.20 28.8 537 44.5 1st Empire State 

2,014 22 — 100 2,115" 97 1.09 13.0 3,049 204.5 1st Executive 

600 -3 — 39 639 509 0.17 0.3 1,120 35.6 1st Federal Mich 

834 NA • 23 340 1,197*" 246 0.10 1.6 2,805 33.9 1st Fidelity 

9+i 0 — — 9 792 0.09 0.4 479 48.9 1st Florida Bks 

600 3 654 — 1,254 224 1.97 10.1 385 43.3 1st Hawaiian 

951 -4 47 . 307 1,305 207 0.06 1.3 5,932 102.4 1st Interstate 

560 18 — — 560 571 0.14 0.7 885 88.8 1st America Bank 

676 10 5 — 681 488 0.14 0.7 623 58.2 1st Pennsylvania 

370 11 - 4 — 374 706 4.49 15.8 522 33.0 1st Security 

355 -22 171 158 683 486 1.03 4.4 611 52.3 1st Term Natl 

900 3 119 147 1,166 257 0.07 1.7 2,899 296.9 1st Union 

544 23 21 32 597 542 0.09 0.5 482 60.9 1st Virginia Bks 

843 15 69 600 1,513 162 0.08 2.0 2,020 244.3 1st Wachovia 

528 82 7 313 848 393 0.25 1.6 792 109.9 Firstar 

'Sales and profits as reported in the Forbes 500s Annual Director, issue, May 
only    NA Not available. 

1. 1989 bLess than 0.0 %-    §Less than $100,000. "Prior-year data.    ++Director's fees 
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In St. Petersburg, we discove 

Who wants yesterday's newspaper 
technology? Certainly not the 
St. Petersburg Times. Which is pre- 

v why they came to us. 
: paper was looking for a faster 

ami      re efficient way to send their 

unprinted pages from their offices 
downtown to their printing plant mil 
away. 

With the help of the paper's Chief 
Engineer, we developed a system thai 
enables the newspaper to send pages 



aifaster paper route. 

for printing over fiber-optic telephone 
lines. Saving precious time and money. 
In addition, the system also enhanced 
the Times' award-winning color repro- 
duction. Making the paper not only 
Dne of the most widely read in Florida, 

but also one of the most beautiful. 
You see at GTE, it's not just com- 

munications we offer, it's solutions. 
Call us. 
We deliver. ^^_^^ 
1-800-225-5483. 

THE POWER IS ON 



Corporate America's Most Powerful People 

Company/Chief executive Age Birthplace 
 Education  

undergraduate/graduate Background 

Tenure 
with 
firm 

(years) 
as 

CEO 

Fleet/Norstar Finl/J Terrence Murray 49 Woonsocket Rl Harvard, BA '62 banking 27 
' 

Fleetwood Enterprises/John C Crean* 63 Bowden ND administration 39 39 

Fleming Cos/E Dean Werries 60 Tescott KS Kansas, BS '52 operations 35 1 

Florida Federal/John W Sap<mski 58 Brooklyn NY CUNY City Col, BBA '57/MBA '60 banking 1 1 
IL 

Florida Natl Banks/John D Uible 53 Cleveland OH Florida, BA '58 banking 12 6   | 

Florida Progress/Andrew H Hines Jr 66 Lake City FL Florida, BME '47 technical 38 16 

Fluor/Davici S Tappan Jr 67 China Swarthmore, BA '43/Stanford, MBA '48 sales 37 5   | 

FMC/Robert H Malott 62 Boston MA Kansas, AB '48/Harvard, MBA '50 operations 36 17   ! 

Food Lion/Tom E Smith 48 Salisbury NC Catawba, AB '64 retailing 19 3   ! 

Ford Motor/Donald E Petersen 62 Pipestone MN Washington, BME '46/Stanford, MBA '49 administration 40 4   1 

Fortune Financial/lohn B Sweger 69 Quincy FL Florida, BA '41 administration 24 7   1 

Fourth Financial/Jordan L Haines 62 Sabetha KS Kansas, BA '49/Kansas, LLD '57 administration 27 4 

FPL Group/lames L Broadhead 54 New Rochelle NY Cornell, BSME '58/Columbia, JD '63 technical 1 

Freeport-McMoRan/James R Moffett 50 Houma LA Texas, BS '61/Tulane, MS '63 technical 19 5 

Fruehauf/T Neal Combs 46 Dallas TX Southern Methodist, BA '65/So Methodist, JD '68 legal 14 i 

Fuqua Industries/Lawrence P Klamon 52 St Louis MO Washington, AB '58/Yale, JD '61 administration 22 t 
Gannett/John J Curley 50 Easton PA Dickinson, BA '60/Columbia, MS '63 journalism 20 a 

Gap/Donald G Fisher* 60 San Francisco CA Calif Berkeley, BS '50 investment 20 20 

Geico/Wilham B Snyder 59 Clarksburg WV Texas Tech, BS '55 marketing 12 

GenCorp/A William Reynolds 55 Columbus OH Harvard, AB '55/Stanford, MBA '57 administration 5 4 

Genentech/Robert A Swanson* 41 New York NY MIT, SB '70/MIT, SM 70 administration 13 13 

General Cinema/Richard A Smith 64 Boston MA Harvard, BS '46 admmistration 42 42 

General Dynamics/Stanley C Pace 67 Burkesville KY US Military Acad, BS '43/Cal Tech, MS '49 administration 4 3 

General Electric/John F Welch Jr 53 Peabody MA Massachusetts, BS '57/Ilhnois, PhD '60 technical 29 8 

General Instrument/Frank G Hickey 61 Stevens Point WI Dayton, BS 'SO marketing 24 15 

General Mills/H Brewster Atwater Jr 58 Minneapolis MN Princeton, AB '52/Stanford, MBA '54 marketing 31 g 

General Motors/Roger B Smith 63 Columbus OH Michigan, BBA '47/Michigan, MBA '49 financial 40 

General Public Utils/Standley H Hoch 56 Canonsburg PA Oberlin, BA '54 financial T 

General Re/Ronald E Ferguson 47 Chicago IL Blackburn, BA '63/Michigan, MS '65 insurance 20 2 

General Signal/Edmund M Carpenter 47 Toledo OH Michigan, BSE '63/Michigan, MBA '64 operations 1 1 

Genuine Parts/Wilton Looney 70 Vanna GA operations 51 28 

Georgia GullVJ.tmes R Kuse 58 Lincoln NE Oregon St, BS '53 technical 22 4 

Georgia-Pacific/T Marshall Hahn Jr 62 Lexington KY Kentucky, BS '45/MIT, PhD '50 technical 14 6 

Gerber Products/David W Johnson 56 Australia U of Sydney, BE '54/Chicago, MBA '58 administration 2 2 

Giant Food/Israel Cohen' 76 Israel administration 53 12 

Gibraltar Financial/James N Thayer 62 lanesville WI UCLA, BS '48 financial 1 1 

Gillette/Colman M Mockler Jr 59 St Louis MO Harvard, AB '52/Harvard, MBA '54 financial 32 14 

PH Glatfelter/Thomas C Non-is 51 York PA Gettysburgh College, BA '60 administration 29 9 

G'cnl-i <VNorman M ^ 56 Hilt CA Cal St Long Beach, BA '57/Pepperdine, MBA ' 73   banking 32 2 

Fiiil/Herb, 57 New York NY CUNY City Col, BSS '51 /Columbia, JSD '54 financial 26 26 

M nzie 57 Prattsburg NY US Military Acad, BS '53 financial 10 9 

Ong 55 Uhnchsville OH Ohio St, BA '54/Harvard, LLB '57 operations 28 10 

.CJI 58 Topeka KS Kansas St, BS '53/MIT, MA '69 technical 36 1 

raw 76 Manhasset NY Yale, BA '36 financial 53 44 

WW Gtaingei .             Gipingei 61 Chicago IL Wisconsin, BS '50 administration 39 15 

'Offio founder    JNew CEO, less than >i\ months service 
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—Salary 

(000) 
total 
(000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%               (mil) 

—Company data1— 
sales           profits 
(mil)             (mil) Company 

+ bonus— 
% change 

other 
(000) 

stk gains 
(000) 

S 1.006 NA S30 $2,271 S3,307 49 0.13% S4.0 $3,051 S335.8 Fleet/Norstar 

613 0% — 231 844 397 18.81 111.4 1,567 67.7 Fleetwood Ent 

549 -20 7 33 589 549 0.15 1.5 10,467 65.4 Fleming Cos 

275* 0 — — 275 758 0.02 0.0 452 -73.5 Florida Federal 

266 8 — 15 280 756 8.76 56.8 749 34.9 Florida Natl 

554 11 — — 554 578 0.06 1.0 2,002 179.8 Florida Progress 

899 100 — — 899 365 0.44 8.4 5,514 69.0 Fluor 

1,043 11 80 — 1,123 276 1.37 16.8 3,287 129.2 FMC 

532 13 30 — 562 568 0.86 30.7 3,815 112.5 Food Lion 

3,285 -12 55 7,151 10,491 7 0.02 4.4 92,446 5,300.2 Ford Motor 

395 -9 — — 393 690 1.46 1.3 288 -2.0 Fortune Finl 

368 NA 7 — 375 704 0.46 1.5 255 30.6 Fourth Financial 

NA NA — — — — T 0.0 5,854 447.8 FPL Group 

1,558 67 946 — 2,504 69 0.72 18.0 1,945 310.1 Freeport-McMoRan 

265 32 — — 265 762 2.17 0.7 2,054 -56.5 Fruehauf 

630 NA — — 630tf 519 0.46 2.7 934 92.7 Fuqua Industries 

1,225 14 24 738 1,987 105 0.06 3.8 3,314 364.5 Gannett 

1,374 20 15 — 1,389 186 26.81 404.6 1,252 74.2 Gap 

700 -4 397 386 1,483 169 0.35 7.2 1,757 189.0 Geico 

841 4 7 — 848 392 0.14 0.8 1,891 67.0 GenCorp 

425 -\7 — — 425 669 4.81 76.0 323 20.6 Genentech 

1.225 69 2 — 1,227 239 25.19 433.2 2,378 104.2 General Cinema 

1,041 -4 30 — 1,070 296 0.02 0.6 9,551 379.0 General Dynamics 

2,352 14 — — 2,352 77 0.01 5.1 49,773 3,386.0 General Electric 

798 80 4 — 801 425 0.23 2.4 1,268 84.3 General Instrum 

1,310 1 17 1,333 2,661 62 0.15 7.5 5,557 506.7 General Mills 

983 13 1,069 1,007 3,059 52 0.03 8.6 121,817 4,632.1 General Motors 

450* NA — — 450 650 j § 2,834 283.8 General Pub Util 

979 17 25 — 1,004 326 0.01 0.6 2,736 480.0 General Re 

660 0 200 — 860 384 0.08 0.8 1,760 25.2 General Signal 

767 17 — — 767 441 0.97 29.8 2,942 181.4 Genuine Parts 

841 5 48 — 888 374 7.12 72.8 1,061 193.6 Georgia Gulf 

950 6 219 — 1,169 256 0.09 3.9 9,509 467.0 Georgia-Pacific 

189 NA 220 — 410 676 0.01 0.1 933 56.2 Gerber Products 

1,247 26 ' — — 1,247 229 4.53 73.8 2,987 98.0 Giant Food 

■   275 -21 — — 275 758 0.01 0.0 1,298 -100.5 Gibraltar Finl 

946 6- 47 — 994 332 0.19 7.0 3,581 268.5 Gillette 

553 NA — — 553 580 0.25 2.7 569 82.2 Glatfelter 

647 29 11 139 796 427 0.06 0.3 2,465 153.7 GlenFed 

607 -14 — — 607 535 7.53 95.2 1,410 138.3 Golden West Finl 

556 -%' 89 — 645 503 0.45 0.3 1,405 -119.1 Goldome 

960 13 275 220 1,455 173 0.18 ' 2.5 2,417 193.0 BF Goodrich 

875 NA — — 875 379 0.02 0.6 10,810 350.1 Goodyear 

1,395 16 10 — 1,405 183 0.32 8.6 5,786 228.8 WR Grace 

638 4 — — 638 510 10.69 167.6 1,535 108.8 WW Grainger 

s and profits as reported in the Forbes 500s Annual Directory issue, May 1 
ipensation is for another executive office.    NA: Not available. 

1989.    'Annualized salar i\    jLess than 0.01%.    §Less than $100,000.    f+New CEO: cash 
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Corporate America's Most Powerful People 

-Education- 
Company/Chief executive Age        Birthplace undergraduate/graduate Background 

Tenure (yeai 
with 
firm C 

Gt Am First Savings/Gordon C Luce 63      San Diego CA Stanford, BA '50/Stanford, MBA '52 administration 

Great American Mgmt/Samuel Zell 47      Chicago IL Michigan, BA '61/Michigan, JD '63 investment 

Great A&P Tea'James Wood 59      England retailing 

Great Lakes Bancorp/Roy E Weber 60 Ann Arbor MI banking 

Great Lakes Chemical/Emerson Kampen 61       Kalamazoo MI        Michigan, BS'51 operations 

19 

NA 

39 

38 

Gt Noithern Nekcosa/William R Laidig 62      Sterling IL Marquette, BS '49 administration 39 

Gt Western Financial/fames F Montgomery 54 Topeka KS UCLA, BS '57 financial 14 

Greater NY Savings/Charles J Ohlig 52 Jamaica NY Pace, BBA '71 investment 8 

Greyhound'John W Teets 55 Elgin IL administration 25 

Grumman'lohn O'Brien 58 New York NY SUNY Farmingdale, BS '51 technical 35 

GTE/James L Johnson 62 Vernon TX Texas Tech, BA '49 financial 40 

Gulf & Western/Martin S Davis 62 New York NY operations 31 

Gulf States Utils/E Linn Draper Jr 47 Houston TX Rice, BS '65/Cornell, PhD '70 technical 10 

Halliburton/Thomas H Cruikshank 57 Lake Charles LA Rice, BA '52/Houston, MA '55 legal 20 

MA Hanna/Martin D Walker 56 Indianapolis IN GMI Inst, BS '54/Michigan St, MBA '70 operations 3 

Hanover Insurance/William J O'Brien 57 Yonkers NY Fordham, BS '54 insurance 18 

Harcourt Brace/Ralph D Caulo 54 Cook County IL Colorado, BA '57/Redlands, MA '62 marketing 15 

Harris Corp/John T Hartley 59 Jacksonville FL Auburn, BS '55 operations 33 

Hasbro/Stephen D Hassenfeld 47 Providence RI operations 26 

Hawaiian Electric C Dudley Pratt Jr 61 Honolulu HI Yale, BS '50/U of Hawaii, MBA '71 technical 36 

HJ Heinz/Anthony J F O'Reilly 53 Ireland U of Dublin, BCL '58/U of Bradford, PhD '80 marketing 20 

Henley Group/Michael D Dingman 57 New Haven CT administration 19             1 

Hercules/David S Hollingsworth 61 Wilmington DE Lehigh, BS '48 technical 41 

Hershey Foods/Richard A Zimmerman 57 Lebanon PA Penn St, BA '53 operations 31 

Hewlett-Packard/John A Young 57 Nampa ID Oregon St, BS '53/Stantord, MBA '58 technical 31 

Hibernia/Martin C Miler 54 Mason City IA William & Mary, BA '57/Pennsylvania, MBA '59 banking 16 

Hillenbrand Inds/W August Hillenbrand 48 Batesville IN St Joseph's, BS '65 administration 23 

Hills Dept Stores/Stephen A Goldberger 46 Cambridge MA Brown, AB '64/Harvard, MBA '66 administration 18 

Hilton Hotels/Barron Hilton 61 Dallas TX administration 35 

Himont/Alexander F Ciacco 69 Italy Virginia Polytech, BS '42 technical 6 

'St- 
Holiday/Michael D Rose 47 Akron OH Cincinnati, BBA '63/Harvard, JD '66 operations 15 

Holly Farms/R I ee Taylor II 47 Memphis TN Princeton, BS '64 • administration 23 

llome Depttl/Ber-i;i:<i Marcus* 60 Newark NJ Rutgers, BS '54 administration 11 

p/Mai- >' ill M.inley 49 Newark NJ CUNY Brooklyn, BA '62/NYU, ID '65 legal 4 

•^i Flett 61 Los Angeles CA Stanford, BA '50 financial 39 2 

Mining 58 Seattle WA Colo Sch Mines, EM  55 technical 14 

M                         ssberg 68 New York NY banking 29 : 

>•) * Hoauel/Ricb iwltoa 

59 Duluth MN Col of St Thomas, BS '51/Iowa St, PhD '55 technical 33 

56 Austin MN Colorado, BA '54 marketing 41 

57      Brooklyn NY Clarkson, BBA '53/Northwestern, MBA '61 financial 

■ onths service    NA Na available 

34 
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—Salary H 
1000) 

total 
(000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%               (mil) 

—Company 
sales 
(mil) 

data1— 
profits 
(mil) Company 

- bonus— 
% change 

other        stk gains 
(000)            (000) 

$625 -15% $3 $628 523 0.12% $0.4 $1,601 $50.3 Gt Am First Svgs 

28|t NA —                 — 28 791 + § 1,505 22.5 Gt American Mgmt 

2,010 1 30                 — 2,040 102 0.03 0.6 10,068 127.6 Great A&P 

411 13 —                $72 482 625 1.10 0.8 334 16.3 Great Lakes Bncp 

740 36 4                353 ■  1,097 288 0.80 9.2 558 103.3 Great Lakes Chem 

708 20 13                103 823 410 0.08 1.8 3,588 341.7 Gt Nrthn Nekoosa 

1,294 15 90                743 2,127 95 0.15 3.4 3,166 248.4 Gt Western Finl 

425 NA 13                  — 438 663 0.04 0.1 250 9.1 Greater NY Svgs 

1,541 14 170                  — 1,711 135 0.27 3.1 3,305 93.3 Greyhound 

508 35 7                  — 515 606 0.06 0.4 3,591 86.5 Grumman 

1,114 41 158 1,272 218 -L 1.1 16,460 1,224.7 GTE 

3,673 60 894 4,567 31 0.80 50.5 5,277 389.2 Gulf &. Western 

305 2 9                 — 314 739 0.01 0.1 1,520 117.5 Gulf States Util 

638 6 22                  — 659 496 0.09 2.9 4,839 84.6 Halliburton 

858 NA —                  — 858 386 ± § 1,019 83.2 MA Hanna 

305 12 27 332 725 0.16 0.9 1,580 119.9 Hanover Ins 

445 NA —                  — 445tt 656 0.13 0.9 1,782 -53.5 Harcourt Brace 

793 8 191 983 338 0.04 0.4 2,105 67.1 Harris Corp 

1,420 43 50                556 2,026 103 3.94 38.9 1,358 72.4 Hasbro 

510 NA 45 555 576 0.03 0.2 733 55.0 Hawaiian Elec 

1,099 7 1,588             2,248 4,935 26 0.23 14.9 5,639 424.7 HJ Heinz 

1,160 NA 167                  — 1,327 203 1.77 23.1 1,036 -47.0 Henley Group 

614 -7 15                  — 628 521 0.05 1.0 2,802 120.4 Hercules 

732 13 371                  — 1,104 285 0.15 4.0 2,168 213.9 Hershey Foods 

3,749 241 110             1,988 5,846 21 0.07 8.6 10,296 830.0 Hewlett-Packard 

1,041 15 180 1,221 242 0.52 2.7 546 53.0 Hibernia 

684 NA 53                  — 737tt 459 3.97 46.4 884 69.7 Hillenbrand Inds 

635 -14 81 716 468 7.20 10.3 1,671 10.6 Hills Dept Strs 

955 18 10                  — 964 344 3.55 109.4 915 130.9 Hilton Hotels 

841 NA 15                  — 857 387 + 0.2 1,746 375.0 Himont 

Of these 800 chief executives, only one, Banco Popular's Richard L. Carrion, succeeded 
his father in the job. At Molex, Frederick A. Krehbiel succeeded his brother John. And at 
Hillenbrand, Daniel A. Hillenbrand was succeeded by his nephew, W. August. 

748 -6 493 1,241 234 2.08 22.2 1,597 117.2 Holiday 

262 -13' —                  — 262 766 1.24 13.6 1,798 69.0 Holly Farms 

1,665 27 24                  — 1,688 140 5.25 104.4 2,000 76.8 Home Depot 

1,803 3 100                  — 1,903 115 0.42 1.8 2,978 87.5 Home Group 

664 8 5                  — 669 494 0.05 0.4 1,578 111.3 HomeFed 

591 9 15                337 944 351 0.12 1.6 346 63.3 Homestake Mining 

514 -17 —                226 740 457 28.04 14.6 490 -9.1 Homestead Finl 

575 -33 28                  — 603 538 0.04 1.2 7,148 -434.9 Honeywell 

898 13 21                  — 919 357 0.10 0.9 2,289 61.7 Geo A Hormel 

1,015 4 1,198             3,422 5,635 23 0.38 7.0 2,637 246.7 Household Intl 

'Sales and profits as reported in the Forbes 500s Annual Directory issue. May 1 
another executive office    J+Director's fees only    NA Not available 

1989.    JLess than 001% §Lessthan $100,000 ttNew CEO; cash compensation is for 
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No MOlicxiairi 
ValuarMhan Qn< 

For the one million millionaires in America, 
housing affordability is rarely a concern. But for 
millions of the rest of us, it often is. 

StilLowning a home of our own remains at 
the heart of the American way of life. Its a big 
part of what we all work for. Its a big part of what 
makes America work. 

Yet, buying a home is becoming more and 
more difficult for millions of Americans, despite 
the increase in two-income families. 

The median-priced home of today absorbs 
nearly 50% more income than it did in 1968.The 
rate of homeownership for 25-to 34-year-olds 
declined from 53% in 1978 to 45% today. 

At Fannie Mae, were doing what we can to 
help keep homeownership within reach. 

Some 30% of the mortgages we financed 
in 1988 were for $40,000 or less.Thats just 
about what it takes for a household with a yearly 
income of $19,000 to buya home. Last year, we 
helped nearly 300,000 such families buy homes. 

As the USA's Housing Partner, we will 
I) working \\ ith lenders,builders, real estate 

brokers, nonprofits and governments at all 
!e\ els in irch for solutions to the problems 

>usingaffo dability 
'lionaires may not nerd 
ie, but there are millions of 

other hard- ricanswhodo. 

FannieMae 
The USAs Housing Partner 
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Mansion Is More 
50000 Home. 
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(Corporate America's Most Powerful People 
.. t^m :^i«iaMii imK ii£Lt*..          -»'■ '■' —  _    .._.,,   - 

Company/Chief executive Age Birthplace Background 

Tenure 
with 
firm 

(years) 
as 

CEO undergraduate/graduate 

Houston Industries/Don D Jordan 57 Corp Christi TX Texas, BBA '54/S Texas Col of Law, JD '69 legal 33 121 
Howard Savings Bank/Donald F McCormick 58 East Orange NJ N Carolina, BA '53 banking 15 

' 
Hubbell/G J Ratciiffe 52 Charleston WV Virginia, LLB '61 legal 15 1 
Humana/Da vd A [ones* 57 Louisville KY Louisville, BS '54/Yale, JD '60 legal 28 28 

Huntingtoii Bcshs/Frank Wobst 55 Germany U of Erlangen, BA '55/Rutgers, MBA '64 banking 15 1 
ICH/Robert T Shaw 55 McCrory AR insurance 24 14 

Illinois Power/Wendell J Kelley 63 Champaign IL Illinois, BS '49 technical 40 23 

Illinois Tool Works/John D Nichols 58 China Harvard, BA '53/Harvard, MBA '55 operations 9 7 

IMC Fertilizer Group/Billie B Turner 58 Whitesboro TX Texas A&Jvl, BS '52 sales 35 6 

Imperial Corp of Am/Kenneth J Thygerson 43 Chicago IL Northwestern, BS '67/Northwestern, PhD '72 financial 4 4 

Independence Bancorp/R Roy Hager 58 Perkasie PA banking 39 - 

Indiana National/Thomas M Miller 59 Corydon IN Indiana, BS '52 banking 35 S 

Ingersoll-Rand/Theodore H Black 60 Jersey City NJ US Naval Acad, BS '53 technical 32 1 

Inland Steel Inds/Frank W Luerssen 61 Reading PA Penn St, BS '50/Lehigh, MS '51 technical 37 7 

Inspiration Resource/Reuben F Richards 59 New York NY Harvard, AB '52 banking 7 7 

Integra Financial/William F Roemer 55 Youngstown OH Princeton, BA '55 banking 20 
0 

Integrated Resources/Arthur H Goldberg* 47 New York NY NYU, BS '63/NYU, JD '66 legal 21 1 
Intel/Andrew S Grove 52 Hungary CUNY City Col, BS '60/Calif Berkeley, PhD '63   technical 21 2 1 

Interco/Harvey Saligman 50 Philadelphia PA Phil Col Textiles, BS '60 administration 13 6 | 

Intergraph/James W Meadlock* 55 Taylorsviile NC N Carolina St, BS '56 technical 20 20 

IBM/John F Akers 54 Boston MA Yale, BS '56 marketing 29 
4 

Intl Flavors & Frags/Eugene P Gnsanti 59 Buffalo NY Boston U, LLB '53/Harvard, LLM '54 legal 29 4 

Intl Minerals & Chem/George D Kennedy 63 Pittsburgh PA Williams, BA '47 administration 18 6   } 

Intl Multifoods/Andre Gillet 62 France U of Pans RA '47 administration 38 5 | 

International Paper/John A Georges 58 El Paso TX Illinois, BS '51/Drexel, MS '57 technical 10 5 

Ipalco Enterprises/Zane G Todd 65 Hanson KY Purdue, BS '51 operations 38 13 

Itel/Samuel Zell 47 Chicago IL Michigan, BA '61/Michigan, JD '63 investment 21 21 

ITT/Rand V Araskog 57 Fergus Falls MN US Military Acad, BS '53 administration 23 10 

James River Corp Va/Brenton S Halsey* 62 Newport News VA Virginia, BS '52 technical 20 20 

Jefierson-Pilot/W Roger Soles 68 Whiteville NC N Carolina, BS '47 investment 42 22 j 

Jefferson Smurfit/Michael W J Smurtit 52 England operations 34 U 

Johnson & Johnson/Ralph S Larson 50 Brooklyn NY Hofstra, BBA '62 operations 27 J 

Johnson Controls'lames H Keyes 48 La Crosse Wl Marquette, BS '62/Northwestem, MBA '63 financial 23 1   ' 

K mart/Joseph E Antonini 47 Mor>;antown WV West Virginia, BS '64 retailing 25 2 

Kansas City P&L/A Drue Jennings 42 Topeka KS Kansas, BS '68/Kansas, JD '72 legal 15 1  ] 
Kansas Gas- K Elec/Wilson K Cadman 61 Wichita KS Wichita St, BA '51 administration 38 8 1 
Kansas Power & L' ,ht/David S Black 60 Everett WA Washington, LLB '54 legal 10 

Kellugg/WiJliara E 1   Vnhc 62 Brooklyn NY Fordham, AB '50 marketing 39 10 

I I ui 62 Philadelphia PA La Salle, BA '50 insurance 38 10 

ies/Job.   '   sle 58 Shelbyville KY Western Kentucky, BS '52 financial 31 2 

' 56 Stillwater OK Oklahoma St, BS '57 operations 32 
• 

57      Buffalo NY Notre Dame, BA '53 financial 25 

Knigiw 

in\ foi M\ moi ti - 

16 

ll 63 Garrett IN Harvard, LLB '55 legal 31 17   ] 

67 Atlanta GA administration 20 20   1 
53 Suffolk VA Davidson, BS '57/Pnnceton, MPA '62 lournahsm 32 1 
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 Co 

bonus— 
% change 

total 
(000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%              (mil) 

—Company data1— 
sales           profits 
(mil)            (mil) Company 

-Salary -t 
(000) 

other         stk gains 
(000)             (000) 

$679 2% $11 $690 482 0.03% $1.1 $3,596 $421.9 Houston Inds 

S26 12 12              $102 641 506 0.15 0.4 481 35.1 Howard Savings 

508 36 2                  45 555 577 0.24 2.3 614 71.3 Hubbell 

991 14 136 1,127 275 2.89 87.3 3,580 231.6 Humana 

773 27 40             1,046 1,859 120 0.75 5.7 881 87.6 Huntington Bcshs 

1,097 0 —                  — 1,097 289 11.97 28.6 2,885 42.9 ICH 

383 8 14                   — 397 686 0.02 0.2 1,285 155.4 Illinois Power 

715 18 11                    — 727 466 0.52 9.8 1,930 140.0 Illinois Tool 

577 NA 5                 — 582 556 0.18 2.1 1,185 124.0 IMC Fertilizer 

400 -50 6 406 679 0.25 0.2 1,161 10.7 Imperial Corp Am 

267 -25 53                    3 324 732 0.07 0.2 226 -10.4 Independence Bcp 

552 29 441                 717 1,710 136 0.66 3.3 545 55.8 Indiana National 

788 NA 128                  48 964 345 0.03 0.6 3,021 161.6 Ingersoll-Rand 

940 46 —                437 1,377 191 0.18 2.4 4,068 248.8 Inland Steel 

709 NA 45                  — 754 448 0.01 0.1 1,366 42.0 Inspiration Res 

328 NA 145 473 632 0.09 0.6 646 66.4 Integra 

1,105 NA 9                610 1,724 133 2.08 2.2 1,500 49.2 Integrated Res 

714 6 23             5,746 6,482 16 0.18 9.2 2,875 452.9 Intel 

712 0 —                  — 712 471 0.32 0.3 2,746 112.7 Interco 

246 38 17                   — 263 765 5.28 51.1 800 88.0 Intergraph 

1,526 21 564 2,089 100 X 4.0 59,681 5,491.0 IBM 

603 14 14 617 530 1.14 23.2 840 128.7 Intl Flavors 

2,188 99 531 2,719 58 0.47 4.8 1,044 82.1 Intl Minerals 

760 15 4                  — 764 443 0.18 0.8 1,847 35.9 Intl Multifoods 

1,225 32 80 1,305 206 0.12 6.5 9,533 754.0 Intl Paper 

635 7 634 1,269 219 0.07 0.6 609 99.0 Ipalco 

850 NA —                  — 850 391 % § 1,644 24.8 Itel 

2,234 21 198                617 3,048 53 0.19 14.7 19,355 817.0 ITT 

920 22 14                323 1,257 222 0.82 19.5 5,623 239.8 James River Corp 

894 31 -•-                  — 894 370 0.15 1.9 1,223 101.2 Jefferson-Pilot 

982 -20 2,977             5,294 9,252 10 0.08 1.0 1,255 144.5 Jeffrsn Smurfit 

635 NA —                  — 635tt 514 % 0.8 9,000 974.0 Johnson &. Johnsn 

711 60 10                  63 784 432 0.25 3.3 3,227 104.6 Johnson Controls 

925 45 22                  64 1,011 322 0.01 1.0 27,550 802.9 K mart 

.310 -18 14                  — 325+t 730 0.01 0.1 737 105.7 Kansas City P&.L 

277 13 17 294 752 0.02 0.1 526 77.2 Kansas G&E 

263 29 8                  — 271 761 T 0.1 1,166 79.8 Kansas Pwr & Lt 

1,300 18 20                  — 1,320 205 0.19 14.9 4,349 480.4 Kellogg 

416 16 148 564 566 0.16 3.3 3,135 223.8 Kemper 

234 22 —                  — 234 777 0.04 0.3 560 79.3 Kentucky Utils 

576 23 10 586 551 0.05 1.2 2,689 110.0 Kerr-McGee 

789 10 20                  — 809 417 0.26 2.6 1,394 119.9 KeyCorp 

1,205 10 10 1,215 243 0.28 14.1 5,394 378.6 Kimberly-Clark 

907 NA —                 — 907" 360 2.53 11.5 935 43.3 Kinder-Care 

74.3 8 —                  87 831 405 0.01 0.2 2,083 156.4 Knight-Ridder 

Sties and profits as reported in the Forbes 500s Annua! Directory issue. Mav 
compensation is for another executive office     NA: Not available. 

1. 1989 less than 001' 16.    §Less than $100,000 "Prior year data.    ttN'ew CEO; cash 
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Corporate America's Most Powerful People 

-Education- 
Company/Chief executive Age        Birthplace undergraduate/graduate Background 

Tenure (years) 
with as 
firm CEO 

Kroger/Lyle Everingham 

Lafarge/Robert W Murdoch 

Leslie Fay Cos/)ohn J Pomerantz 

63      Flint MI retailing 42 

47      Australia U of Brit Columbia, BA '64/U of Toronto, LLB '67administration       22 

55      New York NY        Pennsylvania, BA '55 marketing 33 

Liberty National/Frank B Hower Jr 60      Louisville KY Centre, BA '50 banking 39 

Eli Lilly Richard D Wood 62      Brazil IN Purdue, BS '48/Pennsylvarua, MBA '50 marketing 

Limited/Leslie H V- exner* 51      Dayton OH Ohio St, BS '59 retailing 

LIN Broadcasting/Donald A Pels 61      New Rochelle NY Pennsylvania, BS '48/NYU, JD '53 administration 

Lincoln National/Ian M Rolland 55      Fort Wayne IN        DePauw, BA '55/Michigan, MA '56 insurance 

Litton Industries/Orion L Hoch 60      Canonsburg PA      Carnegie-Mellon, BS '52/Stanford, PhD '57 technical 

Liz Claiborne/Elisabeth C Ortenberg* 60      Belgium administration 

7i# 

Lockheed/Daniel M Tellep 57      Forest City PA        Calif Berkeley, BSME '54/Calif Berkeley, MSEE '55 technical 34 

Loews/Laurence A Tisch 66      Brooklyn NY NYU, BS '42/Pennsylvania, MA '43 financial 30 29 

Lomas Financial/less T Hay 58      Forney TX So Methodist, BBA '53/So Methodist, ID '55 legal 29 24 

Lone Star Tech/Wm Howard Beasley III 42      Dallas TX Duke, AB '68/Texas, PhD '71 financial 14 

Long Island Lighting/William I Catacosinos     59      New York NY        NYU, BS '51/NYU, PhD '62 technical 10 

Longs Drug Stores/Robert M Long 51      Oakland CA Claremont Mens C, BA '60 retailing 28 12 

Longview Fibre/Richard P Wollenberg 73      (uneau AK Calif Berkeley, BS '36/Harvard, MBA '38 operations 50 !1 

Loral/Bernard L Schwartz 63 New York NY        CUNY City Col, BBA '48 administration 17 17 

Louisiana Land/H Leighton Steward 54      Fairfield TX So Methodist, BS '58/So Methodist, MS '60 administration 

Louisiana-Pacific/Harry A Merlo 64      Stirling City CA     Calif Berkeley, BS '49 marketing 40 15 

Louisville G&E/Robert L Royer 61       Louisville KY Rose-Hulman Inst Tech, BS '49 technical 40 11 

Lowe's Cos/Leonard G Hernng 61       Snow Hill NC N Carolina, BS '48 financial 33 11 

LTV/Raymond A Hay 60      Long Island NY      LIU, BS '49/St John's, MBA '60 administration 14 

Lubrizol/Lester E Coleman 58      Akron OH Akron, BS '52/Ulinois, PhD '55 technical 34 11 

Mack Tnicks/|ohn B Curcio 55      Hazelton PA La Salle, LLB '63 administration       22 

Mfrs Hanover/John F McGillicuddy 58 Harrison NY Harvard, LLB '55 banking 30 10 

IT Manufacturers Natl/Dean E Richardson 61       West Branch MI     Michigan St, BA'50/Michigan, JD'53 banking 36 

Manville/W Thomas Stephens 46      Crossett AR Arkansas, BS '65/Arkansas, MS '66 operations 26 

Mapco/jamcs E Bames 55      Ponca City OK       Oklahoma St, BS '57 operations 

Marion Laboratories/Fred W Lyons Jr 54      Youngstown OH    Michigan, BS '57/Harvard, MA '59 administration       21 5 

17 Marriott/) Willard Marriott (r 57      Washington DC     Utah, BS '54 administration      33 

Marsh & McLennan Cos/Frank J Tasco 61       New York NY        NYU, BA '49 insurance 35 

Marshall & llsley/lohn A Puclichcr 68      Milwaukee WI Wis Milw, BA '43 banking 43 

MUueijohn W Ajierman 57      Newark NJ Dartmouth, BA '53/Dartmouth, MBA '54 marketing 

May Depi Ston ./David >.: .. mil 55      Chicago IL Antioch, BA '56 retailing 33 

■ag/Danu   ' !(rumm 62      Sioux City IA Iowa, BA '50 marketing 37 

MBIA William 11 lailej 62      Syracuse NY Dartmouth, AB '47/Pennsylvania, MBA '49 financial 

31 

tin Marietta/Norman R Augustine 53 Denver CO Princeton, BS '57/Pnnceton, MS '59 technical 12 
 — < 

1 

ard A Manoogiu 52 Long Branch NJ Yale, BA '58 administration 31 21 

- Richard A Manoogian 52 Long Branch N| Yale, BA '58 administration 31 4 

10 

IT 

Office joint!) held i isch    'Company founder    JNew CEO. ION than six months' service. 
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 < 
• bonus— 
% change 

Zompensatio 
other 
(000) 

total 
(000) 

Rank         Stock owned  
among                             mkt val 

800 execs           %               (mil) 

—Company 
sales 
(mil) 

data'— 
profits 
Imil) Company 

—Salary ^ 
(000) 

stk gains 
(000) 

$1,009 26% $136 $3,727 $4,873 27 0.32% $2.8 $17,463 $34.5 Kroger 

416 NA 16 183 614 531 t 0.0 1,309 93.5 Lafarge 

3,442 NA — — 3,442 47 9.33 25.4 683 22.3 Leslie Fay Cos 

457 NA 29 — 486 622 0.64 1.9 290 28.9 Liberty National 

1,148 14 494 — 1,642 151 0.07 11.0 4,070 761.0 Eh Lilly 

1,031 10 133 — 1,164 258 28.91 1,575.4 4,071 245.1 Limited 

1,030 8 — — 1,030 314 3.22 147.5 226 82.1 LIN Broadcasting 

758 6 — — 758 446 0.04 0.9 7,312 146.7 Lincoln National 

997 27 30 3,581 4,608 30 0.19 3.8 4,943 172.8 Litton Inds 

700 -13 — — 700 477 2.74 48.1 1,184 110.3 Liz Claiborne 

These 800 executives own stock worth over $25 billion at current market prices. Yet 29 of 
these leaders own little or no stock in their companies. They include MA. Hanna's Martin 
D. Walker; Prime Computer's Anthony L. Craig; and UAL's Stephen M. Wolf. 

449 NA 12 76 537tt 592 0.01 0.3 10,590 624.0 Lockheed 

200 -31 11 — 211 781 12.68 875.7 10,507 908.5 Loews 

500 10 27 772 1,298 209 2.01 6.4 1,283 24.0 Lomas Finl 

511 NA 237 — 748 452 0.16 0.3 688 -24.8 Lone Star 

350 8 10 — 360 713 0.01 0.2 2,138 298.5 Long Island Ltg 

391 17 100 — 491 615 9.97 73.7 1,925 55.9 Longs Drug Strs 

301 6 79 — 379 699 1.80 15.2 690 99.2 Longview Fibre 

1,446 74 — — 1,446 175 3.93 33.4 1,493 85.2 Loral 

513 NA 26 — 539+t 590 0.30 3.1 695 -70.2 Louisiana Land 

650 4 458 — 1,108 282 0.68 8.4 1,799 135.2 Louisiana-Pac 

230 10 1 — 231 778 0.03 0.2 660 85.0 Louisville G6cE 

379 -5 49 — 428" 668 1.30 12.8 2,517 69.2 Lowe's Cos 

821 19 7 — 827 408 t 0.0 7,325 -890.6 LTV 

758 17 33 — 791 429 0.32 5.0 1,126 131.2 Lubnzol 

494 33 135 — 628 522 0.14 0.5 2,102 24.9 Mack Trucks 

1,646 101 23 — 1,669 144 0.15 2.7 8,019 752.0 Mfrs Hanover 

606 26 11 — 618 529 0.31 2.2 924 96.3 Mfrs National 

683 -19 — — 683 487 i § 2,062 96.0 Manville 

672 1 4 — 676" 491 0.08 1.1 1,736 117.1 Mapco 

817 -7 — — 817 413 0.25 9.8 827 181.0 Marion Labs 

1,007 3 — — 1,007 324 7.20 259.0 7,370 232.0 Marriott 

1,265 12 ' 12 102 1,379 190 0.18 7.8 2,272 296.3 Marsh & McLennan 

836 76 23 — 859 385 1.23 7.9 677 76.2 Marshall &. Ilsly 

839 23 — — 839 400 * 0.2 5,727 319.8 Martin Marietta 

1,079 5 30 — 1,109 280 2.82 98.9 2,439 288.3 Masco 

300 -3 — — 300 747 8.11 63.1 1,651 82.1 Masco Industries 

564 NA 213 — 777 437 X § 990 35.9 Mattel 

1,125 5 12 — 1,137" 270 0.19 11.4 11,742 534.0 May Dept Stores 

898 3 — — 898 366 0.16 3.4 1,886 158.6 Maytag 

650 8 442 — 1,092 292 0.02 0.2 151 92.0 MBIA 

'Sales and profits as reported in the Forbes 500s Annual Directory issue. May 1, 1989.    il 
compensation is for another executive office     NA: Not available. 

.ess than 0.01 %.    §Less than $100,000. "Prior-year data.    ttNew CEO; cash 

J DRBES, MAY 29, 1989 223 

IBB ^^^ta - wmaBm*. 





V 
We never forget whose promises 

we're keeping. 

'.•** 

' 

i her way. The promise of 

\ a happy trip pinned onto her 
l 
» 

dress. A favorite doll for company. 

When she gets there, it'll be 

smiles and hugs and "How you've 

grown!" She'll show her shiny 

new wings and tell what it was 

like to see the world so small. 

Sometime tonight, she'll call 

home. You'll know your promise 
■ 

was kept. 

. 

GE Aircraft Engines 

Keeping the Promise 



Corporate America's Most Powerful People 

Company/Chief executive Age Birthplace 
 Education  

undergraduate/graduate Background 

Tenure (years 
with             as 
firm          CE 

MCA/Lew R Wassei 76 Cleveland OH sales 52             4 

McCaw Cellular/Oaig O McCaw* 39 Centralia WA Stanford, BA 73 administration 23 

McDonald's/Michael R Quinlan 44 Chicago IL Loyola, BS '67/Loyola, MBA '70 administration 23 

McDonneV; Douglas/John F McDonnell 51 Baltimore MD Princeton, BS '60/Princeton, MS '62 technical 27 

McGraw-Hill/Joseph L Dionne 55 Montgomery AL Hofstra, BA '55/Columbia, EdD '65 operations 23 

MCI Coramunications/Wm G McGowan* 1      61 Ashley PA King's, BS '50/Harvard, MBA '52 operations 21 

McKesson/Thomas W Field Jr 55 Alhambra CA retailing 5 

MCorp'Gene H Bishop 59 Forest MS Mississippi, BBA '52 banking 14 

Mead/Buxnell R Roberts 62 Lafayette WI Wis Milw, BBA '50/Harvard, MBA '57 financial 23 

Media General/James S Evans 68 loplin MO Purdue, BS '42 administration 16 

Medtronic/Winston R Wallin 63 Minneapolis MN Minnesota, BBA '48 operations 11 

Mellon Bank/Frank V Cahouet 57 Boston MA Harvard, BA '54/Pennsylvania, MBA '59 banking 2 

Melville/Stanley P Goldstein 54 Woonsocket RI Pennsylvania, BS '55 retailing 26 

Mercantile Bancorp/Thomas H facobsen 49 Chicago IL Lake Forest, BS '63/Chicago, MBA '68 banking £ 

Mercantile Bkshs/H Furlong Baldwin 57 Baltimore MD Princeton, AB '54 banking 33 

Mercantile Stores/Leon F Winbigler 63 Brookfield MO Missouri, BS '48 retailing 41 

Merchants National/Otto N Frenzel III 58 Indianapolis IN Pennsylvania, BS '54 banking 35               1 

Merck/P Roy Vagelos 59 Westfield NJ Pennsylvania, AB '50/Columbia, MD '54 technical 14 

Meridian Bancorp/Samuel A McCullough 50 Pittsburgh PA Pittsburgh, BBA '60 banking 14 

Meritor Financial/Roger S Hillas 62 Wincote PA Dartmouth, AB '49/Pennsylvania, MBA '51 banking 1 

Merrill Lynch/William A Schreyer 61 Williamsport PA Penn St, BA '48 investment 41 

Metro Mobile CTS/George L Lindemann 53 New York NY Pennsylvania, BS '58 administration 7 

Fred Meyer/Frederick M Stevens 52 lonesboro AR Louisiana St, BS '59 retailing 1 

Michigan National/Robert | Mylod 49 Brooklyn NY St 'ohil'S, BA '61 banking 4 

Microsoft/William H Gates III* 32 Seattle WA technical 14 

Middle South Utils/Edwin Lupberger 52 Atlanta GA Davidson, BA '58/Emory, MBA '63 financial 10 

Midlantic/Robert Van Buren 64 Plainfield NJ Washington & Lee, BA '50/NYU, MBA '56 banking 18 

Millipore/)ohn A Gilmartin 47 Hackensack NJ Penn St, BA '65/Harvard, MBA '67 financial 10 

Minn Mining & Mfg/Allen F (acobson 62 Omaha NE Iowa St, BS '47 operations 42 

MNC Financial/Alan P Hoblitzell Jr 57 St Louis MO Princeton, BS '53 banking 33 

Mobil/Allen E Murray 60 New York NY NYU, BS '56 financial 36 

Molex/Fredenck A Krchbiel 47 Hinsdale IL Lake Forest, BA '63 operations 24 

Monarch Capital/Gordon N Oakes |r 4W North Adams MA Massachusetts, BS '63 banking 6 

Monsanto/Richard 1 Mahoney 55 Springfield MA Massachusetts, BS '55 marketing 27 

Montana Power/W Paul Schmechel 61 Carnngton ND Montana St, BSEE '53 operations 36 

Moore Financial/Daniel R Nelson 51 Spokane WA Washington St, BBA '62 banking 5 

IP Morgan & Co/Lewis T Preston 62 New York NY Harvard, BA '51 banking 38 

Morgan Stanley/S Parker Gilbert 55 New York NY Yale, BA '56 investment 29 

"orri>on Knudsen William M Agee 51 Boise ID Idaho, BS '60/Harvard, MBA '63 financial 1 

<ii  Thiokol/Charlt^ S L. 60 Laurel MS Mississippi, BBA '52/Mississippi, MS '55 financial 14 

Moi       i               A C Fisher 48 Anna IL Illinois, BS '62/Brown, PhD '66 technical 13 

Mnltibanfi Financial David B Lynch 62 New York NY Yale, BA '50/NYU, LLB '55 financial 14 

Multimedia \ raltei *• Fi.irtlett 61 Marion OH Bowling Green, BBA '49 operations 13 

-by On                    \utt 54 Norphlet AR Harding, BS '56/Columbia, MS '57 financial 32 

Nalco 1 hnmical/Worl     H Clark )r 56 Big Stone Gap VA N Carolina St, BS '56 sales 29 

■k   ■ Id             e Wright    "( ompanj founder    JNew CEO less than six months' sen 1< e 
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 Compensation- 
bonus—         other 
% change        (000) 

total 
(000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%              (mil) 

—Company data1— 
sales           profits 
(mil)            (mil) Company 

—Salary + 
:   (000) 

stk gains 
(000) 

$582 4% $30 — $612 532 7.07% $289.7 $3,024 $164.9 MCA 

304 11 — — 304 745 11.44 564.7 311 -297.0 McCaw Cellular 

900 13 30 $915 1,845 121 0.07 6.8 5,521 645.9 McDonald's 

681 20 4 — 685 484 3.38 108.6 15,072 350.0 McDonnell Doug 

1,034 43 192 114 1,341 199 0.15 5.3 1,818 185.5 McGraw-Hill 

1,353 160 — — 1,353 196 1.78 141.2 5,137 356.0 MCI 

1,078 133 67 — 1,145 266 0.07 1.0 7,052 97.7 McKesson 

450 1 40 — 490 617 0.12 0.0 1,692 -588.0 MCorp 

1,180 12 14 2,892 4,087 40 0.07 1.8 4,464 352.7 Mead 

594 17 1,518 2,690 4,803 28 0.33 3.0 756 8.8 Media General 

569 1 — 617 1,186 249 0.15 1.8 733 95.0 Medtronic 

976 1 360 — 1,336 201 0.14 1.3 3,269 -65.0 Mellon Bank 

1,073 25 58 — 1,131 273 0.20 9.0 6,780 354.5 Melville 

NA NA — — — — t § 668 28.7 Mercantile Bncp 

694 28 41 — 736 461 0.37 2.0 362 53.4 Mercantile Bkshs 

882 7 23 — 904 362 0.22 3.7 2,266 144.5 Mercantile Strs 

505 -2 30 — 535 596 8.58 34.9 452 44.1 Merchants Natl 

1,608 17 — 4,757 6,365 19 0.04 10.0 5,940 1,206.8 Merck 

619 19 26 — 645 504 0.16 1.3 950 86.1 Meridian Bancorp 

465 NA 129 — 594 545 0.04 0.1 1,645 -209.8 Meritor Finl 

2,500 31 — — 2,500 70 0.26 7.5 10,547 463.2 Merrill Lynch 

387 NA — — 387 694 i § 67 ^10.5 Metro Mobile 

475 0 — — 475" 631 J. § 2,074 36.7 Fred Meyer 

639 35 — — 639 508 0.06 0.4 1,040 93.2 Michigan Natl 

175 0 — — 175 786 38.10 1,108.4 719 151.4 Microsoft 

369 -4 12 — 380 698 i 0.1 3,565 411.0 Middle South Ut 

1,093 16 — 278 1,371 192 0.17 2.8 1,846 222.9 Midlantic 

448 17 191 365 1,004 327 0.27 2.3 622 54.5 Millipore 

1,081 13 738 347 2,166 92 0.01 1.8 10,581 1,154.0 Minn Mng & Mfg 

772 27 429 1,210 2,412 75 0.07 1.0 1,983 170.2 MNC Financial 

1,609 25 42 1,196 2,847 54 0.02 4.3 48,198 2,087.0 Mobil 

400 , NA 116 — 516 605 9.48 81.9 550 56.3 Molex 

360 1 16 — 376 702 0.14 0.4 417 22.0 Monarch Capital 

1,485 61 193 — 1,678 142 0.07 4.6 8,293 591.0 Monsanto 

.251 NA 5 9 265 763 0.05 0.4 714 71.9 Montana Power 

315 19 — — 315 737 0.03 0.1 343 25.5 Moore Financial 

1,800 45 — 395 2,195 89 0.04 3.0 7,839 1,001.8 JP Morgan & Co 

4,425 48 30 — 4,455 35 3.18 66.1 4,109 394.6 Morgan Stanley 

450* NA 398 — 848 395 0.91 4.5 1,909 -127.1 Morrison Knudsen 

1,033 11 422 3,230 4,685 29 0.18 3.9 2,461 159.7 Morton Thiokol 

657 35 8 210 876 378 0.01 0.6 8,250 445.0 Motorola 

377 NA 15 239 631 517 0.48 1.1 383 26.9 Multibank Finl 

509 NA 7 1,124 1,639 152 0.79 8.6 440 26.9 Multimedia 

381 56 17 — 398 684 0.13 1.6 1,474 38.8 Murphy Oil 

893 28 135 — 1,028 315 0.05 0.7 994 106.0 Nalco Chemical 

Sate and profits as reported in the Forbes 500s Annual Directory issue. 
data    NA Not available 

May 1, 1989 'Annualized salary.    ±Less than 0.01%. §Less than $100,000. "Prior-year 
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Corporate America's Most Powerful People 

Company/Chief executive Age Birthplace 
 Education  

undergraduate/graduate Background 

Tenure 
with 
firm 

[years] 
as 

CE( 

Nash Finch/Harold B Finch Jr 61 Grand Forks ND Minnesota, BS '52 technical 23 

National City/Edward B Brandon 57 Davenport IA Northwestern, BS '53/Pennsylvania, MBA '56 banking 33 1 
Natl Community Bks/F.obert M Kossick 48 New Brunswick NJGeorgia Tech, BS '63/St Mary's, MA '76 banking 10 1 
National [ntergionp/Howaxd M Love 59 Pittsburgh PA Colgate, BA '52/Harvard, MBA '56 operations 33 1 
National Medical/Richard K Earner* 61 Long Beach CA USC, BS '55/USC, LLB '59 legal 20 

Nati Semiconductor/Charles E Sporck 61 Saranac Lake NY Cornell, BS '52 operations 22 

National Service/Sidney Kirschner 54 Canada NM Sch Mines, BA '56 technical 16 

Navistar Intl/James C Cotting 55 Winchester MA Ohio St, BA '55 financial 10 ■I 
NBD Bancorp Charles T Fisher III 59 Detroit MI Georgetown, AB '51/Harvard, MBA '53 banking 31 

NCNB/Hugh L McColl [r 53 Bennettsville SC N Carolina, BS '57 banking 30 ( 

NCR/Charles E Exley fr 59 Detroit MI Wesleyan, BA '52/Columbia, MBA '54 financial 13 ( 

New England Electric/John W Rowe 44 Dodgeville WI Wisconsin, BS '67/Wisconsin, JD 70 legal + 

NY State E&G/James A Carrigg 56 Johnson City NY Broome Comm, AAS '58 operations 31 

New York Times/ Arthur Ochs Sulzberger 63 New York NY Columbia, BA '51 journalism 35 1 

Newmont Mining/Gordon R Parker 53 Rep of S Africa Montana C, BS '58/U of Cape Town, MBA '66 operations 30 

News Corp Ltd/K Rupert Murdoch 58 Australia Oxford, MA '53 journalism 34 l: 

Niagara Mohawk Power/William | Donlon 59 Albany NY Siena, BS '62 marketing 41 

Nicor/Richard G Cline 54 Chicago IL Illinois. BS '57 retailing 4 

NIKE/Phihp H Knight* 51 Portland OR Oregon, BA '59/Stanford, MBA '62 financial 25 2 

Nipsco Industries/Edmund A Schroer 61 Haaimond IN Valparaiso, BA '49/Northwestern, JD '52 legal 12 1 

Nordstrom/Bruce A Nordstrom' 56 Seattle WA Washington, BA '56 retailing 34 : 

Norfolk Southern/Arnold B McKinnon 61 Goldsboro NC Duke, LLB '51 legal 38 

Nortek/Ralph R Papitto* 62 Providence RI Bryant, BA '47 financial 22 2 

Northeast Bancorp/Frank 1 Kugler Jr 55 Bridgeport CT banking 30 

Northeast Savings FA/George P Rutland 56 Tilton GA Pace, BBA '61 banking 1 

Northeast Utilities/William B Ellis 48 Vicksburg MS Carnegie-Mellon, BS '62/Maryland, PhD '66 technical 13 ' 

No States Power/lames I Howard 53 Pittsburgh PA Pittsburgh, BBA '57/MIT, MS '70 technical 2 

Northern Trust/Weston R Christopherson 64 Walum ND North Dakota, BSC '49/North Dakota, JD '51 legal 4 

Northrop/Thomas V (ones 68 Pomona CA Stanford, BA '42 technical 36 it 
■ 

Norton/Iohn M Nelson 57 New York NY Wesleyan, AB '53/Harvard, MBA '59 administration 30 

Norwest/Lloyd P Johnson 59 Minneapolis MN Carleton, BA '52/Stanford, MBA '54 banking 4 1 
Nucor/F Kenneth Iverson 63 Downers Grove IL Cornell, BS '46/Purdue, MS '47 technical 27 1 
NWA/Steven G Rothmeier 42 Mankato MN Notre Dame, BA '68/Chicago, MBA '72 financial 16 

♦ 

NWNL/(ohn E Pearson 62 Minneapolis MN Minnesota, BA '48 sales 36 1 

Nynex/Delbert C Staley 64 Hammond IN operations 43 

Occidental Petroleum/Armand Hammer 91 New York NY Columbia, BS '19/Columbia, MD '21 financial 32 i 

Ogdcn/Ralph E Ablon 73 Tupelo MS Ohio St, BA '38 administration 34 2 

Ohio Casualty/Joseph L Marcum 65 Hamilton OH Antioch, BA '47/Miami of OH, MBA '65 insurance 42 

■•1!               I        , 59 Sandusky OH Princeton, AB '51/Michigan, JD '54 legal 31 

>.ima G&E, James G Harlow Jr 55 Oklahoma City OKOklahoma, BS '57 financial 28 ; 

Old Kent Financial |ohn 1 58 Ncwburvport MA Harvard, BA '53/NYU, MBA '60 banking 19 
. 

Old Republic h 66 Washington DC insurance 44 i 

Old Stone/Theodore W I 58 Providence RI banking 41 I 

Olin John W Johnstone h 56 Brooklyn NY Hartwick, BA '54 technical 10 

Oracle Systems/Lawrence 1 Elli 44 New Yoik NY Chicago, BS '66/Iliinois, MS '68 technical 12 i 

. i 'Company lounder NCT < EO less than six months' service 
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 Compensation 
bonus—         other 
% change        (000) 

total 
(000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%               (mil) 

—Company data1— 
sales           profits 
(mil)             (mil) Company 

—Salary + 
(000) 

stk gains 
(000) 

$309 5% $59 $100 $468 635 1.45% $3.6 $2,092 $18.2 Nash Finch 

905 NA 6 — 911 358 0.04 0.8 2,227 233.2 Natl City 

792 21 1,407 — 2,199 88 1.35 5.1 321 42.0 Natl Community 

538 2 54 — 592 548 0.11 0.4 2,975 -57.5 Natl Intergroup 

1,590 57 349 — 1,939 113 2.66 58.7 3,433 152.4 National Medical 

702 60 4 — 706 472 0.75 6.2 2,532 -77.9 Natl Semiconduct 

573 23 — — 573 562 0.12 1.5 1,481 90.2 National Service 

717 12 88 — 805 422 0.02 0.3 4,113 236.5 Navistar Intl 

1,089 19 — — 1,089 293 0.29 5.7 2,181 227.2 NBD Bancorp 

1,200 184 49 — 1,249 227 0.17 5.2 2,830 252.5 NCNB 

1,069 7 5 1,721 2,795 55 0.15 6.5 5,990 439.3 NCR 

NA NA — — — — % 0.0 1,520 -53.8 New England Elec 

244 37 1 — 245 773 % 0.1 1,340 171.5 NY State E&G 

662 -8 275 86 1,023 316 0.60 13.6 1,700 167.7 New York Times 

832 -8 150 — 982 339 0.05 1.2 500 178.4 Newmont Mining 

1,538 0 — — 1,538" 160 45.84 1,191.5 0 0.0 News Corp Ltd 

309 27 8 — 318 736 0.01 0.2 2,800 208.8 Niagara Mohawk 

827 32 — — 827 407 0.20 2.1 1,509 106.1 Nicor 

250 NA 10 — 260 768 37.38 501.2 1,519 139.8 NIKE 

325 6 27 — 352 716 0.04 0.4 1,524 103.4 Nipsco Inds 

454 34 69 180 703 474 6.80 185.8 2,328 123.3 Nordstrom 

1,108 38 283 — 1,391 185 0.01 0.8 4,462 635.1 Norfolk Southern 

1,231 NA 8 — 1,238 236 14.55 17.2 1,224 13.2 Nortek 

376 13 43 83 502 611 0.26 1.1 323 34.6 Northeast Bncp 

550' NA — — 550 581 % § 716 -12.8 Northeast Svgs 

475 8 — — 475 630 0.01 0.2 2,079 233.9 Northeast Utils 

526 -1 20 — 546 586 0.01 0.2 2,006 214.8 No States Power 

817 4 537 — 1,354 195 0.49 4.2 1,003 109.3 Northern Trust 

681 -37 123 — 804 423 2.21 27.6 5,797 104.2 Northrop 

723 24 19 — 742 455 0.07 0.7 1,410 85.2 Norton 

1,243 12 49 141 1,432 180 0.09 1.5 2,475 211.2 Norwest 

753 374 — — 753 449 1.11 11.7 1,061 109.4 Nucor 

570 23 14 — 584 553 0.10 3.1 5,650 135.1 NWA 

518 10 2 — 520 603 0.36 1.5 1,450 33.0 NWNL 

1,070 5 80 — 1,150 264 0.02 2.4 12,661 1,315.0 Nynex 

2,455 27 188 — 2,643 63 0.45 32.3 19,417 313.0 Occidental Pet 

2,058 48 — 2,282 4,340 37 0.66 7.7 946 57.8 Ogden 

353 4 10 — 363 711 2.63 24.8 1,576 128.0 Ohio Casualty 

375 4 80 — 455 644 i 0.2 2,143 218.9 Ohio Edison 

400 6 . 18 — 418 670 0.06 0.8 1,098 137.8 Oklahoma G&.E 

557 8 — — 557 574 0.48 3.1 726 77.1 Old Kent Finl 

298 13 14 522 834 404 0.34 1.5 1,102 50.9 Old Republic 

423 20 27 — 450 649 1.40 2.6 468 36.4 Old Stone 

759 17 19 507 1,285 215 0.18 1.9 2,308 98.0 Olin 

1,363 91 — — 1,363 194 28.18 477.9 395 56.3 Oracle Systems 

Sales and profits as reported in the Forbes 500s Annual Directory issue, 
data    NA: Not available 

May 1, 1989. 'Annualized salary.    JLess than 0.01%. §Less than $100,000. '"Prior-year 
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Corporate America's Most Powerful People 

-Education- 
Company/Chief executive Age        Birthplace undergraduate/graduate Background 

Tenure (years) 
with as 
firm CE( 

Oryx Energy'/Robert   ' Hauptfuhrei 57      Philadelphia PA     Princeton, BA '53/Harvard, MBA '57 financial 32 1 

Outboard Marine    harles D Srrang 68      Brooklyn NY Polytechnic Inst, BME '43 technical 23 

Owens-Corni'4: William W Boeschenstein      63      Chicago IL Yale, BS '50 marketing 39 

Paccar/C!laries M Pigotc 60      Seattle WA Stanford, BS '51 administration       33 21 

Pacific tnterprises/P?ul A Miller 64      San Francisco CA   Harvard, BA '46 financial 41 21 

Pacific First Finl'Jerry E Pohlman 47      Sibley IA Iowa, BA '64/Cornell, PhD '70 banking 

Pacific G&E/Richaid A Clarke 59 San Francisco CA Calif Berkeley, AB '52/Calif Berkeley, JD '55 legal 34 { 

Pacific Telesis/Sam L Ginn 52 St Clair AL Auburn, BS '59/Stanford, MBA '68 technical 29 1 

PacifiCorp/Al M Gleason 59 Sheraton Cry KS administration 40 

Paine Webber Group/Donald B Marron 54 Goshen NY investment 30 < 

Pall/Abraham Krasnoff 68 Newark NI NYU, BS '49 financial 38 : 

Pan Am/Thomas G Plaskett 45 Kansas City MO GMI Inst, BS '66/Harvard, MBA '68 financial 1 

Panhandle Eastern/Robert D Hunsucker 64 Winchester KS Washburn, BBA '52 financial 37 < 

Parker-Hannifin/Paul G Schloemer 60 Cincinnati OH Cincinnati, BSME '51 /Ohio St, MBA '55 operations 32 I 

Penn Central/Carl H Lindner 70 Dayton OH financial 6 ■ 
IC Penney/Wilham R Howell 53 Claremore OK Oklahoma, BBA '58 retailing 31 < 

Pennsylvania P&L/Robert K Campbell 58 Chicago IL 111 Tech, BS '52/Loyola, JD '62 technical 12 K 

Pennwalt/Edwin E Tuttle 62 Syracuse NY Haverford, BS '49/Harvard, MBA '51 financial 38 l 

Pennzoil/Randal B McDonald 58 El Campo TX Texas, BBA '52 financial 2 

People's Bank/David E A Carson 54 England Michigan, BBA '55 insurance 6 

Peoples Energy/Eugene A Tracy 61 Oak Park IL Northwestern, BS '51/DePaul, MBA '58 financial 38 

PepsiCo/D Wayne Calloway 53 ElkinNC Wake Forest, BBA '59 financial 22 ■ 
Perkin-Elmer/Horace G McDonell Jr 60 New York NY Adelphi, AB '52 technical 37 

Perpetual Financial/Thomas J Owen 54 Washington DC Williams, BA '57 investment 14 l: 

Pfizer/Edmund T Pratt Ir 62 Savannah GA Duke, BS '47/Pennsylvania, MBA '49 financial 25 

Phelps Dodge/Douglas C Yearley 53 Oak Park IL Cornell, BS '58 technical 29 ! 
PHH Corp/Robert D Kunisch 47 Norwalk CT NYU, BBA '63 marketing 23 

Philadelphia Elec/|oseph F Paquette lr 54 Norwood MA Yale, BS '56 administration 33 

Philip Morris Cos/Hamish Maxwell 62 England Cambridge, BA '49 marketing 35 

Phillips Petroleum C J Silas 57 Miami FL Georgia Tech, BS '53 operations 36 

iff 
I Hi 

■owes/George h Ham 

lUglJs 

58      New Haven CT      Pennsylvania, BS '54 

62      Springfield MA       Princeton, BA '48 

AS H O'Brien 52      Pittsburgh PA Notre Dame, BS '58/Harvard, MBA '62 

Booth S7      Atlanta GA Cornell, BME '55/Cornell, MBA '58 

ind General.'Ken     Harrison 46      Bakersfield CA       Oregon, BS '64/Oregon, MS '66 

h/Richai 60      Short Hills N) Princeton, BS'51/Michigan, ID'56 

Potomac Flsctd-.. Sompson 64      Durham NC N Carolina, BS '45/Harvard, LLB '49 

Formerly Si •w CEO less ilun six months' service. 

230 

PHM Corp/lames Grosfeld 51 New York NY Amherst, BA '59/Columbia, LLB '62 investment 17 1 

Pinnacle West/Ken h L Turley 65 Mesa AZ Arizona St, BA '48 administration 37 1 

Pioneer Hi-Bied Intl/Thomas N Urban 55 Des Moines IA Harvard, BA '56/Harvard, MBA '60 administration 29 

financial 32 

sales 

banking 27 

operations 31 

administration       14 

financial 18 

legal 18 
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II 
- Cn mpensation 

other 
(000) 

Rank 
total          among 
(000)        800 execs 

 Stock owned  
mkt val 

%              (mil) 

—Company data1— 
sales           profits 
(mil)            (mil) Company 

—Salary + 
(000) 

bonus— 
% change 

stk gains 
(000) 

$671 NA $170 — S841 399 0.06% $2.0 $1,070 $-305.0 Oryx Energy 

1,067 102% 78 $1,480 2,625 65 0.11 0.8 1,653 70.7 Outboard Marine 

1,200 20 175 1,170 2,545 67 0.69 7.8 2,831 197.0 Owens-Corning 

878 14 16 — 894 369 6.35 110.7 3,267 175.8 Paccar 

992 17 181 129 1,302 208 0.07 1.8 5,932 222.0 Pacific Enterpr 

391 20 2 — 392 691 0.07 0.1 525 16.0 Pacific First 

548 2 13 — 561 569 i 0.3 7,646 62.1 Pacific G&E 

774 45 164 — 938 352 i 0.5 9,483 1,188.0 Pacific Telesis 

504 NA — — 504tt 610 % 0.4 3,519 446.7 PacifiCorp 

1,250 NA 99 325 1,674 143 1.15 5.7 2,512 42.4 PaineWebber 

437 0 152 — 588 550 0.47 5.2 455 58.7 Pall 

494 -1 13 — 507 609 i § 3,569 -72.7 Pan Am 

484 -20 — — 484 624 0.13 1.7 1,262 -171.9 Panhandle East 

765 16 182 1,156 2,103 98 0.11 1.4 2,397 108.4 Parker-Hannifin 

615 49 250 — 865 383 31.02 538.0 1,547 103.4 Penn Central 

795 -13 275 130 1,200 245 0.04 2.5 15,296 807.0 JC Penney 

357 9 2 — 359 714 0.02 0.5 2,214 332.0 Pennsylvania P&.L 

617 NA 2 402 1,021 317 0.48 4.9 1,024 178.7 Pennwalt 

383 9 59 — 442 658 0.06 2.0 2,088 -187.0 Pennzoil 

265 NA 135 — 400 683 0.11 0.3. 583 36.6 People's Bank 

315 NA 10 — 324 731 0.06 0.4 1,134 82.6 Peoples Energy 

1,365 20 5 — 1,370 193 0.02 2.9 13,007 762.2 PepsiCo 

750 90 — 297 1,047 305 0.11 1.1 1,201 73.4 Perkin-Elmer 

537 13 4 — 540 589 2.73 2.8 560 20.4 Perpetual Finl 

1,371 10 — 2,376 3,747 43 0.08 8.4 5,385 791.3 Pfizer 

580 NA 29 — 609+* 534 % 0.1 2,320 420.2 Phelps Dodge 

619 38 — — 619 526 0.11 0.7 1,717 23.9 PHH Corp 

446 24 137 — 583 554 X 0.1 3,229 566.0 Philadelphia El 

1,660 11 — 2,859 4,519 33 0.06 17.7 25,860 2,064.0 Philip Morris 

761 4 4 — 765 442 0.08 4.8 11,304 650.0 Phillips Pet 

The median total compensation earned by these corporate elite was $845,000 last year, 
an 11% increase from the median the year before. Looking only at salary plus bonus, the 
median was $682,000 last year, a 7.2% raise from 1987. Consumer price inflation last year 
was 4.1%. 

1,019 NA ; — — 1,019 319 20.19 69.4 1,173 33.2 PHM Corp 

602 -30 3 25 630 520 0.02 0.3 2,155 4.2 Pinnacle West 

384 28 — — 384 695 0.40 4.8 863 80.6 Pioneer Hi-Bred 

859 8 327 — 1,185 251 0.14 4.6 2,650 243.4 Pitney Bowes 

625 NA . 12 — 637 512 0.44 3.4 1,583 36.8 Pittston 

925 17 59 — 985 337 0.02 0.7 3,827 442.7 PNC Financial 

449 0 337 — 786 431 t 0.2 1,863 -22.6 Polaroid 

336 NA 1 — 337 723 i 0.0 762 97.3 Portland General 

\        789 -9 — — 789 430 0.17 1.6 1,084 112.4 Potlatch 

940 45 11 — 951 350 0.10 2.0 1,350 211.1 Potomac Electric 

Sales and profits as reported in the Forbes 500s Annual Director) 
another executive office    NA: Not available. 

issue. Mai 1.1989.    % Less than 0.01% §Less than $100,000 ttN'ew CEO; cash compensation is for 
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■ 

orporate Americans Most Powerful People 

Company/Chief executive Age Birthplace Background 

Tenure (year; 
with             a' 
firm            CI undergraduate/graduate 

PPG Industries/Vincent A Sarm 60 Bayonne NJ Rhode Island, BS '49 marketing 21 

Premas', Intl/Warren L Batts 56 Norfolk VA Georgia Tech, BEE '61/Harvard, MBA '63 administration 9 

Premier Bancorp'G Lei     l   fin 50 Leavenworth KS Texas, BS '60/Louisiana St, MS '62 banking 27 

Preruier Industrial/Morton L Mandel* 67 Cleveland OH administration 49               4 

Price Co/Robe--: £ Price* 46 San Diego CA Pomona, BA '64 administration 13 

Prime Computer/Anthony L Craig 43 Ireland Dalhousie U, BS '66 operations 1 

Prime Motor Inns/Peter E Simon* 62 Passaic NJ administration 21 

Primerica/Sanford I Weill 56 New York NY Cornell, BA '55 financial 3 

Procter & Gamble/John G Smale 61 Canada Miami of OH, BS '49 marketing 37 

Progressive/Peter B Lewis 55 Cleveland OH Princeton, AB '55 insurance 34               2 

Provident Life & Ace/Winston W Walker 45 Traverse City MI Tulane, BS '65/Georgia, PhD '69 technical 15 

PSI Holdings/lames E Rogers (r 41 Birmingham AL Kentucky, BS '70/Kentucky, JD '74 legal 1 

Public Service Colo/Delwin D Hock 54 Colorado Spngs COColorado, BS '56 financial 27 

Public Service NH/John C Duffett 61 Concord NH U of New Hampshire, BS '51 operations 35 

Pub Svc Enterprise/E lames Ferland 47 Boston MA Maine, BS '64/New Haven, MBA 76 technical 3 

Puget Sound Bancorp/William W Philip 62 Tacoma WA banking 38 

Puget Sound P&L/John W Ellis 60 Seattle WA Washington, BS '50/Washington, ID '53 legal 19              ll 

Quaker Oats/William D Smithburg 50 Chicago IL DePaul, BS '60/Northwestern, MBA '61 marketing 23 

Quantum Chemical/|ohn Hoyt Stookey 59 New York NY Amherst, BA '52/Columbia, MS '54 technical 19 

Ralston Purina/William P Stiritz 54 Jasper AR Northwestern, BS '59/St Louis, MA '68 marketing 25 

Raychem/Paul M Cook* 65 Ridgewood NI MIT, BS '47 technical 32 

Raytheon/Thomas L Phillips 65 Turkey . Virginia Polytech, BS '47/Virginia Poly, MS '48     technical 41 

Reebok International/Paul B Fireman 45 Cambridge MA Boston U, 'NA sales 10 

Reliance Group/Saul P Steinberg* 49 New York NY Pennsylvania, BS '61 investment 28 

Republic New York/Walter H Werner 58 Brooklyn NY Michigan, BA '52/Michigan, JD '53 legal 9 

Rexene/Andrew | Smith 47 NA sales 1 
Reynolds Metals/William O Bourke 62 Chicago IL DePaul, BSC '51 operations 8 

Riggs National loe L Allbruton 64 D'Lo MS Baylor, LLB '49 financial 8 

Rite Aid/Alex Grass* 61 Scranton PA Florida, LLB '49 legal 36 

Roadway Services/'oseph M Clapp 52 Greensboro NC N Carolina, BS '58 sales 22 

Rochester Community/Leonard S Simon 52 Passaic NJ MIT, BS '58/Columbia, PhD '63 marketing 20 

Rockwell Intl/Donald R Beall 50 Beaumont CA San lose State U, BS '60/Pittsburgh, MBA '61 administration 28 

Rohm & Haas/j Lawrence Wilson 53 Rosedale MS Vanderbilt, BE '58/Harvard, MBA '63 financial 24 

Rorer Group/Robert E Cawthorn 53 England Cambridge, BS '59 administration 7 

Rose's Stores/Lucius H Harvin III 50 Boston MA N Carolina, BA '60/Duke, |D '63 retailing 25 

Rouse; Mathias } DeVito 58 Trenton NJ Maryland, LLB '56 legal 21 

Rubbermaid'Sunn v C Gault 63 Wooster OH Wooster, BA '48 marketing 9 

j Rydet Sv                        ly Burns 46 Las Vegas NV Brigham Young, BS '64/Calif Berkeley, MBA '65   financial 15 

land Group/Charl, 63 Newark NI Pennsylvania, BS '49 operations 8 

r* 
Bruce ' 62      Tacoma WA Washington, BS '48/Washington, JD '49 legal 39 

.orp/K  • ph 47      Detroit MI Loyola, BS '62/Loyola, MBA '72 banking 26 

■crt J 1! 63      Milwaukee WI        Marquette, PhB '46/Marquette, JD '48 insurance 40 

ML ,Mru. I 60      New York NY Oberlin, BA'51 investment 36 

San DR£.. G*.E 56      Niagara Falls NY    Purdue, BS '55/Purdue, MS '63 technical 11 

>ama Fe   outhern Krcbs I7      Sacramento CA      Stanford, BA '64/Harvard, MBA '66 administration       23 

"Conij i I T    NA Noi avail 
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 Compensation 
bonus—         other 
% change        (000) 

total 
(000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%               Imil) 

—Company data1— 
sales           profits 
(mil)             (mil) Company 

—Salary + 
(000) 

stk gains 
(000) 

$1,133 29% $14 — $1,148 265 0.04% $1.9 $5,617 S467.6 PPG Industries 

1,204 24 37 — 1,242 233 0.48 5.9 2,397 121.2 Premark Intl 

278 15 10 — 289 754 0.24 0.3 394 -49.7 Premier Bancorp 

375 7 — — 375 703 19.11 233.5 582 68.8 Premier Inds 

230 0 — — 230 779 2.69 53.2 4,530 107.2 Price Co 

333- NA 14 — 347 718 + § 1,595 13.0 Prime Computer 

718 1 23 — 740 456 1.86 16.8 286 74.1 Prime Motor Inns 

1,292 83 47 — 1,339 200 0.38 7.6 1,004 161.8 Primerica 

1,300 5 — $755 2,055 101 0.03 4.4 20,368 1,128.0 Procter & Gamble 

1,299 -19 981 — 2,280 83 17.30 153.3 1,227 108.1 Progressive 

264 NA — — 264 764 4 0.0 2,827 91.1 Provident Life 

59t NA — — 59 790 ± § 1,043 116.6 PSI Holdings 

244 NA — — 244 774 0.01 0.1 1,685 125.0 Public Svc Colo 

169 NA — — 169 787 i 0.0 603 55.3 Public Svc NH 

466 -6 12 — 477 629 £ 0.2 4,395 528.6 Public Svc Ent 

395 25 13 — 408 677 0.98 3.9 395 40.4 Puget Sound Bncp 

380 13 3 — 383 696 0.03 0.3 791 128.2 Puget Sound PSLL 

1,186 19 606 917 2,709 59 0.23 10.1 5,616 259.2 Quaker Oats 

1,400 43 46 4,110 5,556 24 0.57 7.3 2,922 382.7 Quantum Chemical 

1,029 18 57 11,919 13,005 4 0.98 54.6 6,046 458.1 Ralston Punna 

1,000 55 — — 1,000 330 2.10 23.6 1,103 102.8 Raychem 

1,105 10 5 — 1,110 279 0.20 9.3 8,192 489.6 Raytheon 

11,459 -26 4 — 11,443 5 14.76 223.3 1,786 137.0 Reebok Intl 

4,498 5 — — 4,498 34 60.51 214.3 3,730 23.6 Reliance Group 

724 30 4 — 727 465 0.08 1.0 2,105 169.7 Republic NY 

389 NA 7 — 396 687 0.02 0.1 719 129.6 Rexene 

1,038 11 23 347 1,408 182 0.07 2.2 5,567 482.0 Reynolds Metals 

757 8 — — 757 447 35.82 120.9 562 37.0 Riggs National 

637 21 — — 637 511 6.30 93.9 2,746 95.3 Rite Aid 

445 63 — — 445 657 0.13 1.5 2,185 80.2 Roadway Services 

330 6 18 — 348 717 0.24 0.6 382 18.4 Rochester Commun 

1,240 12 721 — 1,961 109 0.14 7.7 12,135 779.0 Rockwell Intl 

793 NA 10 218 1,021 318 0.08 1.7 2,535 230.1 Rohm & Haas 

699 NA 3 202 904 364 0.11 1.4 1,042 61.8 Rorer Group 

.358 30 53 — 410 675 3.10 5.9 1,439 16.4 Rose's Stores 

821 1 — — 821 411 1.47 19.1 462 20.0 Rouse 

885 4 301 — 1,186 250 0.41 9.2 1,194 99.3 Rubbermaid 

915 -8 — 382 1,297 210 0.23 4.4 5,030 134.7 Ryder System 

488 NA 322 984 1,794 126 2.08 5.0 0 0.0 Ryland Group 

484 10 101 102 686 483 0.06 1.1 2,873 268.6 Safeco 

507 13 — — 507 608 1.79 2.9 292 22.8 St Paul Bancorp 

919 8 50 65 1,035 311 0.05 1.3 3,631 352.6 St Paul Cos 

4,000 219 1,113 — 5,113 25 0.10 2.9 6,146 280.0 Salomon 

524 9 11 — 535 595 0.07 1.5 2,076 189.4 San Diego G&E 

1,175 32 4 295 1,473 172 0.06 2.2 3,144 -46.5 Santa Fe Sthrn 

Sales and 
available 

profits as reported in the Forbes 500s Annual Directory issue. Mav 1. 1989 tSalary not annualized iLess than 0.01%     §Less than $100,000. NA Not 
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fprpdrate America's Most Powerful People 

Age Birthplace Background 

Tenure 
with 
firm 

(years 

Company/Chief executive undergraduate/graduate CE 

Sata Lee/John H Bryan )i 52 West Point MS Rhodes C, BA '58 administration 29 ] 

Scana/John A Waircn 64 Paducah KY Vanderbilt, BE '48 operations 32 

SCFcorp/Howard P Allen 63 Upland CA Pomona, BA '48/Stanford, JD '51 legal 35 

Schering-Piuush/Robert P Luciano 55 New York NY CUNY City Col, BBA '54/Michigan, JD '58 legal 11 

Charles Schwab/Charles R Schwab 52 Sacramento CA Stanford, BA '59/Stanford, MBA '61 financial 15 , 

Scott Paper/Philip E Lippincott 53 Camden NJ Dartmouth, BA '57/Michigan St, MBA '64 operations 30 

EW Scripps/Lawrence A Leser 54 Cincinnati OH Xavier, BS '57 financial 21 

Seagate Technology /Alan F Shugart* 58 Los Angeles CA Redlands, BS '53 technical 10 1 

Seamen's/Robert K Utley HI 44 Temple TX Texas, BBA '67 financial 4 

Sears, Roebuck/Edward A Brennan 55 Chicago IL Marquette, BS '55 retailing 33 

4 

ft Hnh 
*^       ^      7*^       #*. 

TMHlHfth ^v <;* 

Security Bancorp/Lowell L Peacock 63 Napoleon OH banking 41 i 

Security Capital/Thomas ] Gochberg 50 Boston MA Columbia, BA '64 financial 15 1 

Security Pacific/Richard J Flamson III 60 Los Angeles CA Claremont Mens C, BA '51 banking 34 1 

Sequa/Norman E Alexander 74 New York NY Columbia, BA '34 legal 39 3 

Service Merch/Raymond Zimmerman* 56 Memphis TN retailing 29 . 

SFFed Corp/Patrick H Price 61 Coos Bay OR banking 36 

Shawmut National /Joel B Alvord 50 Manchester CT Dartmouth, AB '60/Dartmouth, MBA '61 banking 26 

Sherwin-Williams/(ohn G Breen 54 Cleveland OH lohn Carroll, BS '56/Case Western Res, MBA '61   marketing 10 1 

Sigma-Aldrich/Carl T Cori 52 St Louis MO Wisconsin, BS '59/Washington, PhD '69 technical 19 

Signet Banking/Frederick Dcanc |r 62 Boston MA Harvard, MBA '51 financial 36 . 

SmithKline Beckman/Henry Wendt 55 Neptune City NJ Princeton, BA '55 marketing 34 

Snap-on Tools/Manon F Gregory 55 Denison TX sales 34 

Society/Robert W Gillespic 45 Cleveland OH Ohio Wslyn, BA '66/Case Western Res, MBA '68 banking 21 

Society for Savings/Elliott C Miller 55 Cambridge MA Harvard, BA '56/Michigan, JD '61 legal 17 

Sonat Ronald L Kuehn |r 54 Queens NY Fordham, BA '57/Fordham, LLB '64 legal 19 

Sonoco Products/Charles W Coker |r 56 Hartsville SC Princeton, BA '55/Harvard, MBA '57 administration 31 1 

South Carolina Natl lames G Lindley 57 Greensboro NC N Carolina, BS '53/NYU, MBA '60 banking 10 

Southeast Banking/Charles | Zwick 62 Plantsville CT Connecticut, BS '50/Harvard, PhD '54 financial 20 

Southern Company/Ed ward L Addison 59 igeville SC S Carolina. BEE '50 technical 35 

So N England Telecom/Walter H Monteitli |r 58 Framingham MA Amherst, BA '52 sales 35 

Southmark'Arthur G Weiss 49 Gadsden AL Alabama, BS '63/Georgia St, MBA '68 financial 8 

SouthTrust              DMalo&eJi 52 Dothan AL Alabama, BS '57/Pennsylvania, MS '59 banking 30 

Southwest :,.:- Ktnm     Guinn 52 Garland AL Cal St Fresno, BA '58/Utah, PhD '60 administration 3 

"f-thwestern Bell    .      I Barnes 67 Marietta OH Manetta, BS '47 operations 48 1 

<--t\ PubSVc/W R Ea 63 1 Vinson TX Texas, BSEE '46 technical 41 

to Ir 59 Norfolk VA Old Dominion, BS '56 banking 32 

51 Newark N| La Salle, BS '59/Pittsburgh, MS '60 marketing 9 

■ 56 Gary IN Wabash, BA '54/Harvard, MBA '65 administration 9 

46      Marquoketa IA       Iowa, BS '65 sales 

"^—g*W—illiM, l  t>MMJ<*****KM 
66       New York NY Pnnceton, AB '44/Harvard, |D '47 legal 34 
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-Salary + 
(000) 

 Compensation 
bonus—         other 
% change        (000) 

total 
(000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%               (mil) 

—Company data1— 
sales          profits 
(mil)             (mil) Company 

stk gains 
(000) 

■ 
51,367 9% $286 $5,111 $6,763 15 0.30% $16.8 $11,206 $376.9 Sara Lee 

401 49 16 — 418 671 0.14 1.7 1,083 120.7 Scana 

853 14 3 — 856 388 0.01 0.9 6,253 761.8 SCEcorp 

1,342 10 64 348 1,754 130 0.01 0.7 2,969 389.8 Schering-Plough 

1,003 NA 10 — 1,013 320 27.08 68.7 392 7.4 Schawb 

1.238 54 — 522 1,760 129 0.04 1.4 4,726 400.9 Scott Paper 

475 NA 10 — 485 623 0.06 0.7 1,214 70.1 EW Scripps 

762 -40 — — 762 445 0.87 5.9 1,351 -5.5 Seagate Tech 

323 -31 — — 323 733 6.18 1.0 436 16.3 Seamen's 

1,386 -8 1 501 1,889 117 0.02 3.5 50,251 909.5 Sears, Roebuck 

Vdd all their salary and bonus checks together, and this group of chief executives earned 
»664 million and took in another $290 million in stock gains. That's a lot of money. But it 
lardly seems excessive for the people who run companies employing 20 million workers 
ind generating $3.2 trillion in revenues. 

' 277 NA — 280 557 573 0.19 0.4 274 24.5 Security Bancorp 

775 NA — — 775 438 7.49 0.0 250 -122.9 Security Capital 

1,440 43 20 342 1,801 124 0.08 3.8 8,483 638.9 Security Pacific 

1,283 NA 11 — 1,293 211 35.50 236.2 1,713 68.6 Sequa 

529 15 — — 529 599 7.07 87.3 3,093 76.5 Svc Merchandise 

381 42 — — 381 697 0.26 0.3 397 12.8 SFFed Corp 

900 31 82 307 1,289 212 0.20 3.8 2,811 242.5 Shawmut National 

746 -11 69 — 814 415 0.39 4.7 1,950 101.1 Sherwin-Williams 

549 -16 — — 549 584 0.19 2.4 375 56.5 Sigma-Aldrich 

630 6 186 669 1,485 168 0.39 3.7 1,239 152.5 Signet Banking 

751 -51 18 — 770 440 0.06 4.2 4,749 229.2 SmithKline 

562 27 4 19 585 552 0.03 0.5 855 113.3 Snap-on Tools 

553 11 190 401 1,144 267 0.06 0.5 972 100.1 Society 

304 1 81 235 619 527 0.79 2.0 427 33.3 Society for Svgs 

■ 

790 19 48 — 838 402 0.05 0.7 1,392 84.7 Sonat 

841 31 — — 841 398 1.27 19.2 1,600 96.3 Sonoco Products 

495 6 87 — 582 555 0.18 0.9 552 54.5 S Carolina Natl 

631 2 4 417 1,051 303 0.36 3.0 1,405 75.3 Southeast Bkng 

782 49 46 — 828 406 + 0.5 7,235 846.0 Southern Company 

. 
440 -1 12 — 452 646 0.04 0.9 1,583 155.4 So N Eng Telecom 

480* NA — — 480 626 t § 3,100 -288.2 Southmark 

593 10 43 — 636 513 1.13 7.0 626 67.6 SouthTrust 

572 NA — 159 73 lit 462 0.39 1.4 801 41.2 Southwest Gas 

1,551 37 182 — 1,732 132 0.02 2.8 8,453 1,060.1 Sthwestern Bell 

. 
274 NA 1 — 275 757 0.02 0.2 791 104.9 Southwestern PS 

59S NA 105 — 700 476 0.03 0.7 2,230 243.1 Sovran Financial 

787 NA 102 — 889 373 0.02 0.1 1,402 57.0 Spiegel 

806 -19 373 — 1,179 254 0.42 3.2 1,825 52.8 Springs Inds 

528 NA 4 — 532 597 0.06 0.7 1,657 118.9 Square D 

1,542 10 1,096 — 2,638 64 0.23 16.6 2,586 425.5 Squibb 

compensat 
srofits as reported in the Forbes 500s Annual Directon 
ion is for another executive office.    NA: Not available. 

issue, May 1 1989     "Annualized salary.    JLess than 0.01%     §Less than $100,000.    ftNew CEO; cash 

I 
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At age 59, this is howlrvand Lillian Beck look 
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But this is how they feeL 

The way people look at 59 is no indi- 
cation of how they feel. And no one knows 
that better than the magazine called "New 
Choices For The Best Years." 

We know these people not only have 
more money to spend, but more time to 
spend it. Which is precisely what they do. 
On everything from vocations to vacations. 
And even those who've retired from work, 
haven't retired from life. 

Hew Choices 
BEST-YEARS 

The magazine for people who are 
young for their age. 

II 



orate America's Most Powerful People 

Company/Chief executi' e Age Birthplace Background 

Tenure (yea 
with 
firm           C undergraduate/graduate 

Standard Fedl Bank                    Ricketts 58 Detroit MI Michigan, BBA '53/Michigan, JD '56 legal 33 

Stanley Works                        ■ rs 46 Newton MA MIT, BS '65/MIT, MS '65 operations 17 

Star Banc'/OliVL-r W Waddell 58 Covington KY Duke, BA '54/Rutgers, p '69 banking 32 

State Street B                  iam S Edgerly 62 Lewiston ME MIT, BS '49/Harvard, MBA '55 financial 14 

Ste.iing Chemicals | Virgil Waggoner 61 Judsoma AK Ouachita Baptist U, BS '48/Texas, MS '50 technical 3 

Stone Container/Roger W Stone 54 Chicago IL Pennsylvania, BS '57 marketing 32 

Student Loan/Edward A Fox 52 New York NY Cornell, AB '58/NYU, MBA '63 financial 16 

Subaru of America/Harvey H Lamm 53 Philadelphia PA sales 21 

Sumitomo Bank Calif/Keizo Yoshida 53 lapan Tokyo, LLB '58 legal 31 

Summit Bancorp/Thomas D Sayles Jr 57 Newton Ctr MA Dartmouth, BA '54/NYU, MBA '61 banking 19 

Sun Company/Robert McClements Jr 60 Philadelphia PA Drexel, BS '52 technical 24 

Sun Microsystems/Scott G McNealy* 34 Columbus OH Harvard, BA '76/Stanford, MBA '80 operations 7 

Sundstrand/Harry C Stonecipher 53 Scott County TN Tennessee Tech, BS '60 technical 2 

SunTrust Banks/Robert Strickland 62 Atlanta GA Davidson, BS '48/Atlanta Law, LLB '53 banking 41 

Sunwest Financial/George S Jenks 62 Australia Cornell, BA '50 banking 39 

Super Food Services/Jack Twyman 55 Pittsburgh PA Cincinnati, BBA '55 administration 19 

Super Valu Stores/Michael W Wnght 50 Minneapolis MN Minnesota, BA '61/Minnesota, JD '63 legal 12 

Sysco/John F Woodhouse 58 Wilmington DE Wesleyan, BA '53/Harvard, MBA '55 financial 20 

Talman Home Federal/Theodore H Roberts 60 Gillett AR Northwestern St LA, BA '49/Oklahoma St, MA '50bankmg 4 

Tambrands/Martin F C Emmett 54 South Africa Witwatersrand, BS '57/Queens U, MBA '62 banking t 
Tandem Computers/lames G Treybig* 4K Clarendon TX Rice, BS '63/Stanford, MBA '68 administration 15 

Tandy/John V Roach 50 Stamford TX Texas Christian, BA '61/Texas Christian, MBA '65 operations 22 

TCF Financial/William A Cooper 45 Detroit MI Wayne State, BS '67 financial 4 

TECO Energy/Hugh L Culbreath 68 Tampa FL US Naval Acad, BS '44 financial 32 

Tektronix/David P Friedley 4s> Mornstown N| Cornell, BS '62 marketing 15 

Tele-Communications/John C Malone 48 Milford CT Yale, BS '63/Johns Hopkins, PhD '67 administration 16 

Teledyne/George A Roberts 70 Uniontown PA Carnegie-Mel, BS '39/Camegie Mel, PhD '42 technical 48 

Temple-Inland/Clifford I Grum 54 Davenport IA Austin, BA '56/Pennsylvama, MBA '58 financial 21 

Tenneco/James L Ketelsen 58 Davenport IA Northwestern, BS '52 financial 30 

Tesoro Petroleum/Dennis F (uren 54 La Grange TX Texas, BS '57/Houston, MBA '69 operations 19 

Texaco/lames W Kinne.it 61 Pittsburgh PA US Naval Acad, BS '50 sales 35 

Texas Air/Francisco A Lorenzo 49 New York NY Columbia, BA '61/Harvard, MBA '63 financial 17 

Texas American Bcshs.Joseph M Grant 50 San Antonio TX Southern Methodist, BBA '60/Texas, PhD 70 banking 14 

Texas Eastern/Dennis R Hendnx Jr 49 Selmer TN Tenn Knoxville, BS '62/Georgia St, MBA '67 operations 4 

Texas Instruments/lerrv R Junkins 51 Fort Madison IA Iowa St, BS '59/Southern Methodist, MS '68 operations 30 

Texas Utilities Jerry Panington 54 Burkburnett TX N Texas St, BBA '55/N Texas St, MBA '58 administration 32 

Textron Beverlv F Dolan 61 Augusta GA Georgia, BS '52 operations 35 

Time In<                   Munro 58 Syracuse NY Colgate, BA '57 operations 32 

Times Mirror/ Robert F Erburu 58 Ventura CA USC, BA '52/Harvard, JD '55 legal 28 

| imken )r 50 Canton OH Stanford, BA '60/Harvard, MBA '62 operations 27 

62 Erie KS Washburn, BA '49/Washburn, JD '51 insurance 25 

65      Washington DC administration       33 

54      Los Angeles CA      Princeton, BS '56/Cahf Berkeley, MBA '63 financial 

49      East Orange NJ       Cornell, BA '62/Comell, MBA '67 administration 

56      Zanesville OH        Tufts, BS '55 insurance 

meter    tNeu CEO less than six months' service 

24 

11 

34 
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-Salary + 
(000) 

Cn mpensa 
other 
(000) 

total 
(000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%               (mil) 

—Company 
sales 
(mil) 

data1— 
profits 
(mil) Company 

bonus— 
% change 

stk gains 
(000) 

'  $553 20% — — $553 579 0.12% $0.3 $867 $58.3 Standard Fedl 

580 17 — — 580 558 0.06 0.9 1,909 103.5 Stanley Works 

482 17 $5 — 487 621 0.06 0.3 531 55.4 Star Banc 

744 13 — — 744 454 1.31 14.5 897 92.3 State St Boston 

1,036 NA 563 $5,782 7,380 14 7.80 60.8 727 227.4 Sterling Chems 

' 1,003 33 179 — 1,182 253 2.81 51.6 3,742 341.8 Stone Container 

779 17 410 — 1,189 248 J. 
§ 2,272 225.1 Student Loan 

561 4 — — 561 570 0.30 1.1 1,584 -70.7 Subaru of Amer 

194 0 12 — 206 782 0.16 0.2 339 24.5 Sumitomo Bank 

460 12 268 — 728 463 0.58 2.3 329 38.7 Summit Bancorp 

1,024 20 29 109 1,162 260 0.02 0.8 8,612 7.0 Sun Company 

488 13 — — 488 620 2.52 16.5 1,462 89.6 Sun Microsystems 

480* NA 67 — 547 585 0.16 1.8 1,477 -50.1 Sundstrand 

517 0 177 — 694 478 0.15 4.2 2,889 308.7 SunTrust Banks 

316 NA 10 — 326 729 0.24 0.7 287 21.0 Sunwest Fml 

559 12 — — 559 572 1.55 3.0 1,6(28 15.3 Super Food Svc 

670 3 1 208 879 376 0.14 2.7 10,025 129.5 Super Valu Strs 

700 114 215 123 1,038 307 0.33 6.9 5,561 96.8 Sysco 

600 0 4 — 604 537 4.46 4.0 543 25.6 Talman Home Fedl 

NA NA — — — — t § 563 85.3 Tambrands 

481 -6 — 195 675 492 0.54 8.8 1,425 102.1 Tandem Computers 

872 5 84 — 955 347 0.06 2.5 3,992 321.3 Tandy 

543 12 — — 543 587 1.93 1.7 580 12.5 TCF Financial 

360 2 25 285 670 493 0.06 0.8 1,034 120.6 TECO Energy 

354 0 2 48 404 680 4. 0.0 1,431 -8.6 Tektronix 

400 7 15 — 415 673 0.71 41.9 2,134 7.0 Tele-Commun 

808 1 — — 808 419 0.89 35.9 4,598 391.8 Teledyne 

804 21 3 — 808 420 0.32 4.8 2,099 199.2 Temple-Inland 

1,017 -3 60 — 1,077 295 0.08 5.3 13,234 822.0 Tenneco 

384 2 7 58 448 654 0.28 0.5 931 -9.6 Tesoro Petroleum 

' 1,322 83 158 — 1,480 170 0.03 3.6 33,544 1,304.0 Texaco 

787 66 21 — 809" 418 0.13 0.6 8,573 -718.6 Texas Air 

296 0 4 — 300 747 0.37 0.0 436 -510.3 Texas Am Bcshs 

1    635 13 144 — 779 436 0.03 0.8 3,481 166.9 Texas Eastern 

'     798 17 26 664 1,488 167 0.04 1.2 6,295 366.3 Texas Instrmnts 

479 11 11 — 490 616 t 0.3 4,154 642.7 Texas Utilities 

2,066 11 187 — 2,253 85 0.17 4.0 7,286 272.1 Textron 

1,288 61 — 6,125 7,413" 13 0.17 11.4 4,507 289.0 Time Inc 

1,200 -8 516 — 1,716 134 0.22 10.8 3,259 331.9 Times Mirror 

556 80 — — 556 575 14.24 144.6 1,554 65.9 Timken 

805 -13 30 102 936 353 0.54 9.8 1,670 180.1 Torchmark 

4,429 23 — — 4,429 36 0.02 1.2 4,000 268.0 Toys "R" Us 

1,300 0 81 — 1,381 189 0.05 1.2 7,879 346.4 Transamerica 

563 22 128 — 691 481 0.08 0.9 2,774 -76.8 Transco Energy 

840 -4 10 393 1,243 232 0.07 2.7 18,986 103.3 Travelers 

Sales and profits as reported in 
. -lata.    NA: Not available 

the Forbes 500s Annual Directory issue. May 1, 1989. 'Annualized salary.    JLess than 0.01%. §Less than $100,000. "Prior-year 

i iBES, MAY 29, 1989 241 



It; - ig^&te America's Most Powerful People 

-Education- 
Company/Chief executive Age        Birthplace undergraduate/graduate Background 

Tenure (yea 1 
with 
firm C 

Tribune'Stamo' 63      Chicago IL Northwestern, BS '49 technical 38 

Trinova/Darryl F ' 45      Detroit MI Michigan St, BA '65/Michigan, MBA '66 financial 17 

Trustcorp/Chester L< 70      Detroit MI NYU, BA '41 administration 

TBW/joseph T Gorman 52      Rising Sun IN Kent State U, BA '60/Yale, LLB '62 legal 21 

Tucson Efectric/Einar ureve 61      Norway Tech Inst of Norway, BSEE '51 /MIT, MSEE '53     technical 14 

Turner Corp/Alfred T McNeill 52      Elizabeth NJ Lehigh, BS '58 technical 31 

TW Services/Frank L Salizzoni 50 Bridgeville PA Penn St, BS '60/George Washingt on, MEA '64 financial 22 

Tyco Laboratories/John F Fort 47 New York NY Princeton, BS '63/MIT, MS '66 technical 24 

Tyson Foods/Don Tyson 59 Olathe KS operations 37 

UAL/Stephen M Wolf 47 Oakland CA San Francisco State U, BA '65 operations 1 

Union Bank/Seishichi Itoh 54 lapan Osaka, BA '57 banking 17 

Union Camp/Raymond E Cartledge 59 Pensacola FL Alabama, BBA '52 sales 33 

Union Carbide/Robert D Kennedy 56 Pittsburgh PA Cornell, BME '55 operations 34 

Union Electric/William E Cornelius 57 Salt Lake UT Missouri, BS '53 financial 27 

Union Pacific/Andrew L Lewis Ir 57 Philadelphia PA Haverford, BS '53/Harvard, MBA '55 administration 3 

Union Planters/Benjamin W Rawlins Ir 51 Murfreesboro TN Vanderbilt, BA '61/Georgia St, MBA '69 banking 15 

Union Texas Petrol/A Clark lohnson 58 Philadelphia PA Haverford, BA '52/Pennsylvania, MBA'54 marketing 21 

Unisys/W Michael Blumenthal 63 Germany Calif Berkeley, BS '51/Princeton, PhD '56 administration 9 

UA Communications/Stewart D Blair 40 Scotland U of Glasgow, MA '71 administration 2 

United Banks of Colo/N Berne Hart 59 Denver CO Colorado Col, BA '51 bankmg 35 

United Brands/Carl H Lindner 70 Dayton OH financial 5 

United Cable TV/Gene W Schneider" 62 Enid OK Texas, BS '49 administration 36 

United Illuminating George W Edwards Ir 50 Memphis TN Arkansas, BS '61 administration 4 

United Jersey Banks/T Joseph Semrod 52 Oklahoma City OKOklahoma. BA '58/Oklahoma, ID '63 hanking 8 

United Missouri Bcsh/R Crosby Kemper 62 Kansas City MO banking 39 

US Bancorp/Roger L Breezley 51 Wilhston ND North Dakota, BA '60 financial 12 

US Shoe/Philip G Barach 59 Boston MA Boston U, BS '51 /Harvard, MBA 55 administration 28 

US Trust/Daniel P Davison 64 New York NY Yale, BA '49/Harvard, [D '52 banking 10 

United Technologies/Robert F Darnell 55 Milton MA Boston U, AS '54 technical 33 

United Telecom/William T Esrey 49      Philadelphia PA     Denison, BA '61 /Harvard, MBA '64 administration 

Universal/Henry H Harrell 49 Richmond VA Washington & Lee, BA '61 administration 14 

Unocal/Richard J Stegcmeier 61 Alton IL Missouri, BS '50/Texas A&M, MS '51 technical 38 

UNUM Corp James F Orr III 46 Minneapolis MN Villanova, BS '62/Boston U, MBA '69 banking 3 

Upjohl                re Cooper 60 Trenton NF Georgetown, BS '49/St Louis, PhD '56 technical 9 

5 West !,;, kAM 61       Humeston IA Iowa, BC '50 administration       39 

■ 

day 62 Burlington VT Harvard, LLB '51 legal 32 

57 Birmingham AL Auburn, BS '53 insurance 36 

64 Sharon PA Penn St, BA '47 sales 39 

68 Rem sen IA marketing 30 

60 Bridgeport CT Syracuse, BS '51 marketing 27 

>ix months' sen Ice 
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total 
(000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%               (mil) 

—Company data1— 
sales           profits 
(mil)            (mil) Company 

-Salary 
1000) 

+ bonus—         other 
% change        (000) 

stk gains 
(000) 

51,064 15% $28 $4,789 $5,881 20 0.48% $16.1 $2,335 $210.4 Tribune 

793 3 — — 793 428 0.07 0.6 1,919 87.8 Trinova 

NA NA — — — — + § 570 24.9 Trustcorp 

818 NA 27 274 1,118 278 0.06 1.5 6,982 260.6 TRW 

649 98 7 574 1,230 238 0.19 1.6 543 128.9 Tucson Electric 

285 NA — — 285ti 755 0.44 0.3 3,196 3.7 Turner Corp 

473 -19 4 — 478 628 0.11 1.8 3,574 53.7 TW Services 

930 NA 2,411 — 3,340 48 1.05 13.8 1,792 82.0 Tyco Labs 

1 2,568 -25 43 — 2,612 66 18.84 207.4 2,001 83.5 Tyson Foods 

575 0 59 5,790 6,423 17 + § 8,982 1,124.3 UAL 

342 31 37 — 379 700 0.02 0.1 787 60.2 Union Bank 

792 20 14 — 806 421 0.02 0.6 2,661 295.1 Union Camp 

1,396 40 7 2,217 3,620 44 0.05 2.3 8,324 662.0 Union Carbide 

465 0 2 — 467 637 0.02 0.4 2,029 291.6 Union Electric 

|   1,350 13 127 — 1,477 171 0.02 1.7 6,068 644.0 Union Pacific 

424 -6 13 — 437 664 0.34 0.7 327 25.6 Union Planters 

734 NA 37 — 770 439 0.41 4.5 1,073 109.3 Union Texas Pet 

1,275 0 388 — 1,663 146 0.03 1.2 9,902 680.6 Unisys 

295 0 — — 295 750 0.01 0.1 842 2.3 UA Commun 

398 33 10 — 408 678 0.28 0.7 569 9.0 Utd Banks Colo 

400 -43 3 — 403 681 36.98 207.5 3,503 60.4 United Brands 

451 12 4 2,692 3,147 51 2.33 39.9 284 03 United Cable TV 

308 15 — — 308 742 0.08 0.3 519 78.6 United Ilium 

802 14 190 — 992 333 0.15 1.6 1,032 116.1 United Jersey 

J     45' 
7 33 79 563 567 16.02 54.7 334 34.5 United Missouri 

449 17 155 — 604 536 0.07 0.7 1,381 123.9 US Bancorp 

600 24 1,731 — 2,331" 81 0.29 2.3 2,274 5.3 US Shoe 

628 NA 2,238 967 3,833 41 0.61 2.5 362 30.6 US Trust 

1.148 6 92 — 1,240 235 0.03 1.6 18,000 659.1 United Technol 

931 46 — — 931 354 0.02 0.9 6,493 508.9 United Telecom 

We're not sure what this means, but more chief executives were born in New York (78 of 
them, including 19 from Brooklyn) than any other city. Other popular chief executive 
birthplaces are Chicago (30) and Philadelphia (19). 

379 NA 10 — 389tt 693 0.10 0.6 2,705 62.5 Universal 

878 NA 272 — 1,151 263 0.05 2.6 8,853 24.0 Unocal 

780 63 2 — 782 434 0.05 0.6 2,199 134.8 UNUM Corp 

1,006 25 11 634 1,651 148 0.07 3.6 2,754 353.4 Upjohn 

1,299 51 28 1,021 2,347 78 0.03 3.6 9,221 1,131.7 US West 

631 4 473 156 1,260 221 0.28 5.4 5,707 165.0 USAir Group 

910 4 274 — 1,184 252 0.02 0.6 5,582 231.5 USF&.G 

\   1,000 20 6 — 1,006 325 1.26 4.0 2,248 125.4 USG 

866 13 — 228 1,093 291 0.47 3.3 1,279 70.9 USLife 

J   1,725 12 15 430 2,170 91 0.94 25.3 607 162.2 UST Inc 

1  Sales and profits as reported in the Forbes 500s Annual Directory issue. May 
compensation is for another executive office    NA Not available 

1, 1989    flLess than 0.01%.    §Less than $100,000. "Prior year data.    ttNew CEO; cash 
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Iterate Americans Most Powerful People 

-Education- 

Company/Chief executive Age        Birthplace undergraduate/graduate Background 

Tenure (year 
with a 
firm CI 

USX/David M Rodenc 65      Pittsburgh PA Pittsburgh, BS '56 financial 36 

Valhi/Harold C Sinr. 58      Alba TX Texas, BA '51/Texas, MA '52 investment 

Valley Bancorp/Peter M Piatten III 49      Green Bay WI Wisconsin, BBA '62 banking 24 

Valley Federal S&L/Dan E Nelms 43      Lake City AR banking 

Valley National'jamrs P Simmons 64      Wichita Falls TX    Harvard, MBA '47 banking 

VF 'Lawrence R Pugh 56      White Plains NY    Colby, BBA '56 marketing 

Viacom/Frank J Biondi Jr 44      New York NY        Princeton, BA '66/Harvard, MBA '68 administration 

Vista Chemical/lohn D Burns* 56      Houston TX Rice, BS '56/Harvard, PMD '73 technical 34 

Vons Cos/Rogei E Stangeland 59      Chicago IL Illinois, BS '51 retailing 29 

Vulcan Materials/Herbert A Sklenar 57      Omaha NE Nebr Omaha, BS '52/Harvard, MBA '54 financial 17 

Wal-Mart Stores/David D Glass 53      Mountainview MOSW Missouri St, BS '59 financial 13 

Walgreen/Charles R Walgreen III 53      Chicago IL Michigan, BS '58 operations 37 

Wang Laboratories/An Wang* 69      China Chiao Tung, BS '40/Harvard, PhD '48 technical 38 

Warner Commun/Steven ( Ross 61      Brooklyn NY financial 27 

Warner-Lambert/Ioseph D Williams 62      Washington PA      Nebr Lincoln, BS '50 marketing 39 

Washington Mutual/Louis H Pepper 64      Libertyville IL Wisconsin, BA '50/Wisconsin, ID '51 legal 

Washington National/Robert W Patin 46      Pittsburgh PA Muskingum C, BA '64 insurance 1 

Washington Post/Katharine Graham 71      New York NY        Chicago, AB'38 administration      26 

Waste Management/Dean L Buntrock* 57      Columbia SD St Olaf, BA '55 administration      33 

Weis Markets/Sigfned Weis 73      Selinsgrove PA       Yale, BA '38 retailing 51 

Wells Fargo/Carl E Reichardt 57      Houston TX USC, BA '56 banking 19 

Western Capital Inv/Iunius F Baxter 65      Topeka KS Missouri, BA '46/Stanford, MBA '47 banking 39 

Western S&L/Robert W Stallings 40      Maiden MO banking 

Westinghouse/Iohn C Marous 63      Pittsburgh PA Pittsburgh, BS '47/Pittsburgh, MS '49 technical 40 

Westvaco/|ohn A Luke 63      Tyrone PA Yale, BA '48 operations 40 

Wetterau/Ted C Wetterau 61       St Louis MO Westminster, BA '52 marketing 37 

Weyerhaeuser/George H Weyerhaeuser 62      Seattle WA Yale, BS '49 operations 40 

Wheeling-Piusburgh/Wm I Scharffenberger      68      New York NY        Columbia, BS '42 financial 

Whirlpool/David R Whitwam 47      Stanley WI Wisconsin, BS '67 marketing 21 

Whitman/Karl D Bays 55      Loyall KY Eastern Kentucky, BA '55/lndiana, MBA '58 operations 

Whitney Holding/Patnck A Delaney 56      New Orleans LA banking 35 

Willamette Inds/William Swindells 58      Oakland CA Stanford, BS '53 operations 36 

Williams Cos Joseph H Williams 55      Tulsa OK Yale, BA '56 operations 30 

Wilmington Trust/Bernard | Taylor II 63      Philadelphia PA      Pennsylvania, BS '49 banking 10 

Winn-Dixie Stores/A Dano Davis 43      New Rochelle NY retailing 21 

Wisconsin Energy/Charles S McNeer 63 Gilbert WV Northwestern, BS '50 technical 39 

Witco/William Wishnick 64 Brooklyn NY Texas, BBA '49 administration 47 

oolworth/Harold E Sells 60 Ozark AR retailing 44 

Worthingiim Inds/fohn H McConnell* 66 N Manchester WV Michigan, BA '49 marketing 34 

Win Wrigley Ir/Wii 56 Chicago IL Yale, BA '54 marketing 33 

irns 58 Rochester NY Rochester, BS '52 sales 18 

11 |l 62 Kansas City MO administration 37 

Zayre/MaL.i 60 Canada McGill, BA '50/Colurr bia, MA '52 retailing 11 

ttl   ! 50 Des Moines IA Princeton, AB '60/Harvard, MBA '62 financial 18 

18 B 73 Portland OR banking 35 

- sen ice 
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—Salary + 
1000) 

total 
(000) 

Rank 
among 

800 execs 

 Stock owned  
mkt val 

%               (mil) 

—Company data1— 
sales           profits 
(mil)            (mil) Company 

bonus— 
% change 

other        stk gains 
(000)             1000) 

$1,961 NA —                  — $1,961 108 0.01% $1.0 $15,792 $756.0 USX 

1,323 125% —                  — 1,323 204 0.07 1.1 2,252 80.6 Valhi 

250 NA $9                  — 259 769 0.64 1.9 275 26.5 Valley Bancorp 

291 80 —                  — 291 753 0.05 0.0 333 -3.0 Valley Fedl S&.L 

594 0 2                  — 596 543 0.08 0.4 1,147 62.3 Valley National 

985 -8 —                  — 985 336 0.05 1.0 2,516 173.7 VF 

1,500 0 —                  — 1,500 164 + § 1,259 -123.1 Viacom 

676 NA 16 692 479 0.65 5.6 794 123.8 Vista Chemical 

597 10 60 657 499 2.86 18.9 3,917 -23.9 Vons Cos 

708 9 39              S244 990 335 0.22 16.1 1,053 136.0 Vulcan Materials 

510 5 26 536tt 594 0.16 31.0 20,649 837.2 Wal-Mart Stores 

648 10 272                  — 920 356 0.68 15.7 4,980 135.0 Walgreen 

511 30 181 692 480 12.88 163.7 3,075 50.3 Wang Labs 

4,481 43 861             8,822 14,164" 2 0.66 40.1 4,206 423.2 Wamer Commun 

1,310 13 245             4,862 6,417 18 0.01 0.6 3,908 340.3 Warner-Lambert 

413 3 150                  77 639 507 0.22 0.5 584 37.3 Washington Mud 

188 NA —                  — 188 784 0.07 0.2 964 -24.8 Washington Natl 

653 -4 792                  — 1,445 176 12.04 364.1 1,368 269.1 Washington Post 

1,400 8 181             7,002 8,584 12 0.74 79.0 3,566 464.2 Waste Management 

397 6 16 413 674 32.72 453.0 1,189 82.6 Weis Markets 

1,330 17 79             1,034 2,443 72 0.25 9.7 4,853 486.7 Wells Fargo 

416 -1 —                  — 416 672 0.77 0.7 347 -2.8 Western Capital 

450* NA —                  — 450 650 + § 513 -151.7 Western S&.L 

1,408 44 257                 — 1,665 145 ± 0.7 12,500 822.8 Westinghouse 

717 NA 43                762 1,522 161 0.35 7.1 2,187 211.4 Westvaco 

783 20 30            3,428 4,240 39 5.00 29.8 4,850 42.0 Wetterau 

1,100 19 9                 — 1,109 281 1.19 69.8 10,004 564.4 Weyerhaeuser 

300 50 —                 — 300 747 v § 1,103 178.8 Wheeling-Put 

563 21 12 576 560 0.02 0.3 4,315 94.1 Whirlpool 

1,155 78 281                  — 1,436 178 0.32 10.7 3,583 209.8 Whitman 

425 0 21 446 655 0.17 0.6 226 25.8 Whitney Holding 
  

463 9 15 478 627 7.15 84.4 1,716 161.1 Willamette Inds 

836 -1 17                102 955 348 0.33 4.0 1,673 98.0 Williams Cos 

638 12 11             1,784 2,433 73 0.52 3.3 313 51.8 Wilmington Trust 

468 3 20                  — 488 618 2.30 44.2 9,088 128.3 Winn-Dixie Strs 

427 11 14 441 660 0.04 0.8 1,541 183.2 Wisconsin Energy 

645 17 391 1,035 309 2.01 16.4 1,586 71.6 Witco 

1,062 33 771                  — 1,833" 122 0.05 1.7 8,088 288.0 FW Woolworth 

514 NA 23                121 658 498 14.24 125.2 986 62.8 Worthington Inds 

612 10 —                  — 612 533 17.50 288.4 891 87.2 Wm Wrigley Jr 

901 -21 315                648 1,865 119 0.04 2.7 16,441 387.9 Xerox 

693 7 22                  — 715 469 3.07 23.1 2,016 69.0 Yellow Freight 

700 6 2                  — 702" 475 0.41 5.9 1,921 -167.8 Zayre 

622 43 —                  — 622 525 0.19 0.9 2,686 5.3 Zenith Elec 

188 -25 3                  — 191 783 8.86 13.2 281 -17.9 Zions Bancorp 

Sales and profits as reported in the Forbes 500s Annual Director)' issue, 
1 data    ttNew CEO; cash compensation is for another executive office.    NA 

May 1, 1989. 
Not available. 

"Annualized salary.    JLess than 0.01%. §Less than $100,000. "Prior-year 
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As I See It 
Hi 

His ideas were thought reactionary at the 
time, but Lemuel Boulware has lived to see 
many of them accepted. 

A look back at 
"Boulwarism" 
A chat with Lemuel R. Boulware 

By Peter Br 1 melow 

AS  PART  OF  HIS   LONG-AGO   effort   tO 
cope with the power of trade unions, 
Lemuel R. Boulware in the late 1950s 
hired a movie star called Ronald Rea- 

gan, who bolstered the viewership of 
General Electric's TV show. In carry- 
ing out his assignment, Reagan visit- 
ed GE plants where his political views 
were deeply influenced by the discov- 
ery that "we didn't chain the workers 

to the machines." Ronald Reagan 
went on to use his convictions and his 
powers of persuasion to help restore 
America's faith in the free enterprise 
system. 

Now 94 and retired for nearly 30 
years, Boulware is restricted by recent 
illness to a wheelchair in his Delray 
Beach, Fla. oceanfront home. But this 
spring he talked at length with FORBES 
about many things, including the past 
and the future of labor relations in 
the U.S. 

In the 1950s "Boulwarism" was a 
household word. It was coined to de- 
scribe Lemuel Boulware's seemingly 
rigid style in opening wage negotia- 
tions as head of employee relations for 
General Electric. He would not bar- 
gain, labor leaders complained. He 
would simply make whatever offer he 
had determined was in "the balanced 
best interest" of company, work force 
and consumer—and thereafter refuse 
to budge. 

Boulwarism was widely denounced 
as arrogant paternalism. But in fact it 

Gerald DavivConiact 

S1, 

. eanfixmt borne 
Of the I      re forfree enterprise he says: "You have to believe. 
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No matter how lofty the financial heights you 

wish to scale, it pays to have partners with their 

feet on the ground. 

Which is why we draw your attention to the 

high liquidity and abundant financial resources 

of Republic National Bank. 

An extremely reassuring consideration for 

those whose assets exceed the limits of federal 

deposit insurance. 

This strength is in keeping with the more 

than century-old conservative, risk-averse tradi- 

tions of the Safra banking family. They give us 

the stability that may be what prompted 

McCarthy, Crisanti and Maffei, a unit of Xerox 

Corporation, to rank Republic as the strongest 

institution financially of the 568 banks whose 

regulatory records they study every quarter. 

And as any experienced climber will tell you, 

safety is paramount. 

REPUBLIC 
NATIONAL BANK 

OF NEW YORK 

A SAFRA BANK 

BEVERLY HILLS -CAYMAN ISLAN DS ■ LOS ANGELES ■ MEXICO CITY -MIAMI • MONTREAL -NEW YORK 
BUENOS AIRES-CARACAS-MONTEVIDEO-PUNTA DEL ESTE-SANTIAGO-SAO PAULO-BEIRUT-GENEVA -GIBRALTAR 

GUERNSEY-LONDON-LUGANO-LUXEMBOURG-MILAN-MONTE CARLO-PARIS-HONG KONG-SINGAPORE-TAIPEI-TOKYO 



was rather more subtle. As Boulware 
pointed out in his book The Truth 
About Boulwarism, written after he re- 
tired in 1961, it could work only 
where the company was offering a pay 
scale that was acceptable by prevail- 
ing standards—otherwise resistance 
would be too intense. 

Because Boulware recognized the 
need to pay competitively, his wage 
offer was never simply a stonewall 
refusal to consider an increase. And, 
contrary to legend, he says that he 
always undertook to negotiate further 
"on getting any old or new informa- 
tion proving that change would be in 
the balanced best interest of all." He 
reports that in the 14 years he handled 
labor negotiations for General Elec- 
tric, only one of his initial offers was 
actually accepted in the end without 
amendment. 

But from the labor 
union leaders' point of 
view, Boulwarism had 
a major disadvantage: 
It made it difficult for 
them to go to their 
members and claim all 
the credit for the settle- 
ment. They went all 
out to discredit his 
ideas and succeeded in 
making Boulwarism a 
dirty word to many 
people. 

Because of this es- 
sentially political need 
on the part of the labor 
leaders, many negotia- 
tions had tended in his 
time to become "ama- 
teur theatricals," as Boulware puts it. 
"For instance, if everything pointed to 
a five-cent increase being about right, 
there was a strong tendency among 
employers in those days to offer noth- 
ing at first. Then, under public strike- 
threat pressure, about half would be 
offered. Then, after all the union rep- 
resentatives had been called in from 
the plants and the resulting vote for a 
strike had been well-aired in a recep- 
tive press, management would 'capit- 
ulate' by upping the offer to the full 
five cents an hour." 

He recollects, "Time and again I 
was told in private—and even occa- 
sionally before mediators and 20 or 30 
others at the bargaining table—that 
there was nothing wrong with the of- 
fer c i was ours and not theirs, 
and that they had to justify them- 
selves with tbers by show- 

jrhing more 
out 

This was  . vare 
wanted to ]   . 'We 
all had q 

after plant in 1946 [when General 
Electric was idled by a seven-week 
strike] union officials had proved they 
had a 'push-button' control over em- 
ployees and could cause them not 
only to strike but also, in too many 
cases, to do senseless and frightful 
damage to the investment in their 
places of work." 

Assigned to labor relations after the 
strike, Boulware concluded that 
union propaganda had persuaded Gen- 
eral Electric's employees that their 
welfare did not depend on the eco- 
nomic health of their company but on 
whatever muscle they could apply to 
their employers. Managements that 
allowed themselves to be cast as vil- 
lains in any such union-scripted cha- 
rades would merely increase the labor 
leaders' power—particularly if, as 
with General Electric when Boulware 

-fcc'Araoouc Ben* 

Boulware in 1950 and illustration from G.E employee publication 
More than capital and labor were at the bargaining table. 

took over, the unions were the only 
side that would talk to the press. The 
end result: major corporations becom- 
ing "the slaves of unions"—which is 
exactly what happened, says Boul- 
ware, in the American automobile 
industry. 

Depriving unions of credit for pay 
increases that were really the result of 
market forces was only part of Boul- 
ware's counteroffensive. He also 
launched a companywide "corrective 
education" program. A regular bom- 
bardment of short, punchy commen- 
taries and cartoons on elementary 
economics (see above) began in em- 
ployee newspapers, and were even in- 
cluded with mailings to shareholders 
and distributed to community lead- 
ers. ("The clergymen were the worst," 
says Boulware. "They were always 
against us.") 

In an uncanny foreshadowing of T- 
groups and Japanese corporate cora- 
munalism, General Electric supervi- 
sors held discussion groups for em- 
ployees in their homes, focusing on a 

specially prepared economics primer 
that dealt with such intriguing ques- 
tions as "Where does the government 
get its money?" Significantly, Boul- 
ware says, the most interested partici- 
pants were the wives. 

Boulware's broadsides may have 
been simple to read, but they were in 
fact subtly sophisticated. For exam- 
ple, he never blamed unions for infla- 
tion—high wages could force compa- 
nies out of business and kill jobs, but 
an increase in the overall price level 
would result only if the government 
tried to counter this effect by printing 
money. Thus wage and price controls 
were irrelevant to inflation—a point 
not understood even by subsequent 
Republican Presidents. 

General Electric had no major 
strikes during Boulware's tenure. But 
it has been argued that his policy as 

executed by his succes- 
sors eventually result- 
ed in a protracted 
strike in 1969, after 
which it was aban- 
doned. Boulware, a loy- 
al company man, says 
only: "They thought 
the job was done." 

Much of Boulware's 
experience is now his- 
tory. Even heavy indus- 
trial unionism is a 
shadow of its former 
self, with General Elec- 
tric's work force sharp- 
ly deunionized. 

What does he think 
of the current scene? 
Boulware likes George 

Bush but says he's surrounded by "go- 
along-to-get-along types." Boulware 
still thinks that the answer to the 
nation's problems is civic virtue, 
which can be injected only by the 
efforts of the minority of enlightened 
businessmen. Alone in his big house 
since the recent death of his wife, 
attended by a servant couple and en- 
croached upon by luxury condomini- 
ums, he still receives a procession of 
emissaries from struggling free mar- 
ket think tanks and magazines and 
dispenses advice and money to them, 
an investment in his country's future 
designed to pay off slowly and in the 
long term. 

Of the future for free enterprise, he 
says: "You have to believe." He 
knows that the victory isn't won, but 
he has lived long enough to see labor 
and capital retreat considerably from 
their formerly adversarial positions 
and to have watched as Ronald Rea- 
gan went on to apply many of Boul- 
ware's basic ideas to the national 
scene. ■ 
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I) one has a stronger grip on the health and fitness market than Bally. ■ Ever since Americans began to realize that 
ey could take control over their physical well-being, health and fitness have become permanent fixtures of the 
nerican way of life.■ And we've been there right from the start. ■ From seven clubs and 7,000 members in 1963, 
ally's Health & Tennis Corporation now helps almost 3,000,000 members stay in shape at over 300 of America's 
;st-equipped. best-known clubs—Holiday, VicTanny, Jack LaLanne, the Vertical Club, Chicago Health and more.■ With 

.cord revenues for six consecutive years—almost $700,000,000 in 1988—and an average annual growth rate of 
'er 20%, no one else in the industry is running even a close second. ■ As long as America keeps pumping iron, 
ally will keep pumping gold. ■ But health and fitness centers are just one part of Bally's strength in the leisure 
jsiness category. Which should come as no surprise—because Bally created the leisure business category. 
Leisure is America's most exciting growth industry—$37.5 billion in revenues last year, with a growth rate almost 

'/ice that of the GNR And with sales of 
this diverse and growing industry. 

lisure time, Bally leads the way. ■ For 
blations Department, 8700 W Bryn Mawr, 

almost $2 billion, Bally is a significant leader 
■ Because wherever America spends its 
more information, write to Bally Public 

® Chicago, IL 60631. Or call 312-399-1300. 
THE LEISURE LEADER 

■989. Bally Manu(actunng Corporation 



Interesting, isn 't it? Congress passes laws 
requiring us to maintain standards that 
Congress is reluctant to maintain itself. 

Above the law? 

By Janet Novack 

IITTLE WONDER Congress stands 
_ low in public esteem. The 
I House and Senate produce far- 

reaching laws, often with worthy 
goals, but also with expensive conse- 
quences, banning, for example, dis- 
crimination based on race, sex, reli- 
gion, age, pregnancy or physical 
handicap. 

Congress dictates standards for safe 
working conditions. It pre- 
scribes minimum wages and 
overtime pay for most work- 
ers. And then it routinely ex- 
empts itself from the entire 
lot. 

Now, in an attempt to var- 
nish its image, Congress is 
making a halfhearted effort 
to change. In versions of the 
proposed minimum wage 
hike (from $3.35 to $4.55) 
and in a bill that would order 
businesses to provide ten 
weeks unpaid leave for em- 
ployees to care for a new 
baby, or a seriously ill parent 
or child, are provisions giv- 
ing some of Congress' own 
employees the benefits it is 
ordering business to provide. 
But read carefully. 

Congress' final version of a 
minimum wage hike will, for 
the first time, cover nonpro- 
fessional House workers un- 
der at least the minimum 
wage law, but the House still 
won't allow any outside en- 
forcement of these pi 
sions. Andv com- 
mittees have included House 
employees in the parental 
leave bill now r floor 
action,   the  Set 

Senate's own workers. 
Note, too, that Congress didn't in- 

clude the federal government in new 
laws requiring businesses to notify 
communities of the hazardous chemi- 
cals they use and to give workers 60 
days' notice of mass layoffs or site 
closings. And the lawmakers exempt- 
ed the whole government from new 
rules to ensure that 401k retirement 
savings plans don't unduly favor high- 
er-paid workers. 

version 
does  not  now 

A'i prest 
"POSS 

•nlciliiv Lynn Martin (R-lll.) 
it here and see how it works." 

Some defenders of this status quo 
argue that the government needn't be 
covered by these laws since it tries to 
do the right thing and generally treats 
its workers fairly. In other words, you 
can't trust the citizenry, but the bu- 
reaucracy is above reproach. 

Representative Barney Frank (ID- 
Mass.) recalls his fellow Massachu- 
setts liberal, former House Speaker 
Tip O'Neill, saying House cafeteria 
workers didn't need the right to. 
unionize because they were already 
comparatively well paid. Says Frank: 
"I said to him, the fact that our low- 
paid black women are not as low paid 
as other people's low-paid black wom- 
en is not a source of great pride." 

In fact, even when Congress re- 
quires federal agencies to meet the 
same standards as business, the bu- 
reaucratic record of compliance is of- 
ten poor. Two and a half times as 
many government as business facili- 
ties violate water pollution laws- 
18% versus 7%. And 60% of govern- 
ment installations don't meet hazard- 
ous waste standards, compared with 
48% of private sites. 

"How can the federal government 
hold the private sector accountable if 
it's not willing to meet the same stan- 
dard itself? That's hypocrisy," says 

Ohio Attorney General An- 
thony Celebrezze Jr. "It 
makes it hard for me to go 
after a private company,' 
adds Celebrezze, who has. 
taken aggressive action 
against both federal and pri- 
vate polluters. 

If they really desire citi- 
zens' respect, maybe law- 
makers could actually set an 
example. Representative 
Lynn Martin (R—111.) is a 
longtime crusader for House 
employee rights. She sug- 
gests that Congress be the 
first to try out new mandated 
benefits such as parental 
leave. "Pass it here, do it for a 
year and see how it works," 
she says. Since congressmen 
run their own small offices, 
this would be a perfect legis- 
lative laboratory for the im- 
pact of such laws on small 
business. 

Do we detect here a note of I 
hypocrisy? Is this Congress 
admitting that many of the j 
laws it passes are unneces- 
sarily  burdensome   but  are j 
enacted to curry populist fa- 
vor?  So onerous that Con- 
gress and the federal govern- 
ment    exempt    themselves 
from the provisions? ■ 
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DRSE POWER. 
It takes real drive to keep the automotive industry 

rolling. Suppliers and manufacturers find it in The 
Thoroughbred. 

Norfolk Southern keeps assembly lines moving 
with its own powerful vehicles. Hi-cube boxcars provide 
a rolling inventory of high-volume parts such as body 
stampings. Bi-modal Triple Crown* RoadRailer* service 
delivers truckloads of parts as needed. 

Finished vehicles ride in a fleet of enclosed multi- 
level railcars designed to prevent scratches-or thefts- 
from marring this railroad's record of quality delivery. 

Secure distribution facilities at 28 locations mean new 
cars and trucks arrive at dealerships in showroom 
condition. 

Norfolk Southerns full-service industrial develop- 
ment team demonstrates additional drive: four of the 
newest US. assembly plants are located on sites they 
helped develop. 

All this power is easy to harness. Just call the experi- 
enced drivers at any Norfolk Southern sales office. 

NORFOLK 
SOUTHERN 

< M89, Norfolk Southern Corporation, Three Commercial Place, Norfolk, VA 23 510-2191. 
Norfolk anil Western Railway Company, Southern Railway Company, and North American Van Lines, Inc., are subsidiaries of Norfolk Southern Corporation. 
Triple Crown Services, Inc., is a subsidiary of Norfolk Southern Corporation. RoadRailer* is the registered trademark of The Chamberlain Group, Inc., for the 

transportation equipment used and certain related terminal sen-ices. 



FREE INFORMATION FOR READERS OF FORBES! 
The advertisers listed here want to make information available to readers of 
FORBES. For the type of information available, see the categories below. To obtain 
information, see the adjoining page. 
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Products/Services Information 
1. AEG Corporation 
2. ATR 
3. Adler-Royal 

Business Machines, Inc. 
4. Aerospatiale Inc. 
5. Audemars Piguet 
6. The Austin Company 
7. Blue Cross and Blue 

Shield Association 
8. Cadillac Motor Car Division 
9. Canon U.S.A.,Inc.— 

Copier Division 
10. Dale Carnegie & 

Associates, Inc. 
11. Chubb Group of Insurance 

Companies 
*12. CIGNA Corporation 

13. Dictaphone Corporation 
*14. Fansteel 

15. Georgia-Pacific 
Corporation 

*16. Guest Quarters Suite 
Hotels 

17. Hartmann Luggage 
Company 

18. The Hertz Corporation 
19. Hongkong Bank 

20. Intercontinental 
Hotels Corp. 

21. International Telecharge 
Incorporated 

22. Jaeger-LeCoultre 
Watches 

23. Johnson Controls 
24. KAY JB Robinson 

Jewelers 
25. Konica Business 

Machines U.S.A., Inc. 
26. Lark Luggage: Receive a 

Free Brochure Which 
Contains Information 
On Lark Products 

27. Lincoln Mercury—Scorpio 
28. MCI Communications 

Corporation 
29. Management Recruiters 
30. Mazda Motor of America, 

Inc. 
31. Mitsubishi Electric Sales 

America, Mobile 
Electronics Division 

32. NYNEX Corporation 
*33.  OKI DATA 
34. Olsten Services 
35. Peninsula Hotel Group 

Financial Products/Services Information 
55. Chicago Mercantile 56. Pacific Financial 

Exchange Companies 

Annua! Reports 
58. ALLTEL Corporation 
59. AMETEK, Inc. 
60. A I Oil, Inc. 
61. Centel Corporation 

Area Development 
66. Florida Department of 

Commerce 

62. Computer Task Group, Inc. 
63. Phillips Petroleum 

Company 

36. Peugeot Motors of 
America 

37. The Plaza Hotel 
38. Regent Beverly Wilshin 
39. Riken Tire 
40. Rolex Watch U.S.A., In 
41. Samsung Group 
42. Schott Corporation 
43. Sterling Motor Cars 
44. Stone Container 

Corporation 
45. The Stuart-James 

Company, Inc. 
*46. U.S.Postal Service- 

Automation 
47. Ultima Brands (Fendi) 
48. Uniforce Temporary 

Services 
49. United Parcel Service 
50. Vacheron Constantin li 
51. Volvo Cars of North 

America 
52. Wang Laboratories 
53. Western Union Office 

Access Systems 
54. Zurich-American 

Insurance Group 

57. Twentieth Century 
Investors, Inc. 

64. Teleflex Incorporated 
65. United 

Telecommunications Inc 

67. Greater Charlotte 
Economic Development 
Corporation 
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What's New In Fine Corporate Furnishings 
I 

*■ 

\rmstrong World Industries' 
1 Fine Look Ceiling Panel 

\ recent addition to the family of distinc- 
ive commercial ceilings available from 

^Armstrong World Industries is Fine 
jxk, a 2' x 4' acoustical ceiling panel 
hat combines grid-hiding score lines, a 
ine fissured surface texture and a classic 
stepped edge detail. For more informa- 
ion on Fine Look as well as other Arm- 
strong commercial ceilings, call 1-800- 
33-3823. 

% 

Bentley Mills' PIAZZA 
Commercial Carpet 

Bendey Mills, Inc., a manufacturer of 
high quality commercial broadloom car- 
pet, introduces PIAZZA, manufactured 
on the state-of-the-art Velv-A-Weve® 
pattern tufting machine. It offers a rich 
hand-carved appearance integrating 
color and texture. Engineered of 
DuPont Antron® nylon for appearance 
retention and anti-static protection, it is 
constructed for heavy traffic with a 10- 
year wear warranty available. For infor- 
mation call 1-800-423-4709 (outside CA) 
or 1-818-333-4585. 

F. Schumacher & Company's 
Centennial Archive Collection 

Schumacher's Centennial Archive Col- 
lection celebrates 100 years of design 

' innovation. Based on its own archive of 
priceless 19th and 20th century docu- 
ment textiles, this new assemblage of 
exclusive fabrics, wallcoverings and car- 
pets includes reintroductions of Schu- 
macher's most famous creations. For 

I more information on Schumacher fur- 
jiiishings, call l-(800)-423-5881 for the 
;name of a design professional who 
! works with the Schumacher line. 

American Olean 
The brightest choice in ceramic style TM 

No one else makes as many beautiful 
colors, textures and styles in ceramic 
tile. It's understandable, then, why 
American Olean is specified for use on 
commercial and residential walls and 
floors and countertops. For a full-color 
56-page informative catalog, write 
American Olean Tile Company, Dept. 
DF, Lansdale, PA 19446. 

THE 

DESIGNER 
C/) 

m 
O 

m 
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Davis Furniture's Motion Chair 

Designed by Burkhard Vogtherr of 
West Germany, Motion moves with the 
user's body naturally, with just three 
simple adjustments—height, tension 
and locking position. An unusual spring 
mechanism pushes the seat and back in 
the same direction the body moves, as 
opposed to conventional mechanisms 
which actually resist body movement. 
For more information, call Davis Furni- 
ture Industries, Inc. at 1-919-889-2009. 

Catalyst ™ by Haworth 
Designed by Warren Snodgrass 

The perfect combination of discriminat- 
ing design and effortless comfort. From 
management seating to task seating to 
side chairs. Even task stools. Available 
in a vast array of fabrics and colors. 
Leather too. It's the most advanced fam- 
ily of ergonomic chairs available on the 
market today. For more information on 
Haworth, call 1-800-344-2600. 
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Editorial Office: 
322 Eighth Avenue 
New York, NY 10001 
(212) 620-7330 



egg business is in the throes of painful change. Unless you re 
big, efficient and patient, you may go broke. 

Eggshells 
everywhere 

By Jack Willoughby 

T| IME WAS WHEN Alabama farmer 
Roger Kennedy, 40, was Cargill 

Inc.'s most efficient egg produc- 
er. He housed, fed and cared for as 
many as 31,000 hens for the Minne- 
apolis-based agribusiness giant. Now 
he is suing his former employer. 

Kennedy's pal Tommy Sellers, 50, 

spent $70,000 to refurbish three mod- 
ern chicken coops with the latest in 
conveyor belts and egg packing ma- 
chines. But after he started complain- 
ing about the low contract prices Car- 
gill was paying him and other egg 
growers in south Alabama, Sellers 
says, his contract was canceled. Now 
Sellers has empty henhouses and a 
bank loan he can't repay. Says he, "I'd 

give half a year's salary just to get 
behind the barn for five minutes with 
the Cargill man who cut me off." 

These hard feelings reflect an in- 
dustry in the throes of painful change. 
Too many hens are laying too many 
eggs for too few people. Once a gro- 
cery staple, eggs have fallen victim to 
the cholesterol scare and changing di- 
etary patterns. In the new game that is 

Ann State* Picture Group 



FOR THOSE WHO ARE GOING PIACES. 

INTER-CONTINENTAL 
HOTELS  

It's where you go when you've arrived. 

FOR THE UNCOMPROMISING BUSINESS TRAVELLER WHO SEEKS A DISTINCTIVE HOTEL EXPERIENCE. 
FOR RESERVATIONS ANO INFORMATION CALL TOLL-FREE USA 1-800-33-AGAIN (INDIVIDUALS) 1-800-327-1177 IGROUPS) CANADA: 1-800-327-0200 

OR CONTACT YOUR TRAVEL AGENT 



Good help isn't hard to find. If s waiting 
in line at the fax machine. 

Does it ever seem like the people who work for 
you are spending more time at the fax machine 
and !PSS time at their desks? 

Western UnionsOfficeAccess*software 
and eieciroriii messaging services you can keep 

'moutofthefax. oes, It allows anyone in 
id fax directly from the desktop 

terminal where the message was composed. 
With OfficeAccess software on your current 

terminal system, you can communicate with 
your customers, your suppliers, your field offices 
and the general public through electronic mail, 
telex, and Western Union's Priority Mail Serv- 
icesf as well as fax. And you can do it all from 

WESTERN 
UNION 

any terminal in your office. 
Whether you're using IBM, DEC, Wang, Apple 

or almost any other system, OfficeAccess can give 
you a smarter, more efficient office. 

Call Western Union at 1-800-247-1373, Dept. 
110. And find out how to help your bottom line by 
keeping your employees out of the fax line. 

OFFICE 

OBSWam UmCopontu 

■fS 



Vin Si III 

Farmer Tommy Sellers 
Empty henhouses, unpaid loans. 

emerging, the biggest and best-fi- 
nanced players have become domi- 
nant—and targets for frustration. 
James Bassett, 51, president of Car- 
gill's worldwide poultry operations, 
says that Sellers was a poor producer 
and Kennedy just wouldn't renegoti- 
ate his contract when market condi- 
tions changed. In a market where 
profit margins were vanishing, only 
the most efficient producers could 
survive. 

Technology and changing tastes 
have played major roles in reshaping 
the fresh egg market. About 20 years 
ago one worker could tend 10,000 
hens. Today the number is up to 
100,000, thanks to automatic feeders 
and egg gathering equipment. Thus 
production has burgeoned. Mean- 
while, more and more consumers are 
rolling their carts past the egg case in 
their supermarket without stopping. 
Lots of Americans worried about their 
cholesterol count avoid eggs even at 
breakfast. U.S. consumption—now 
243 eggs per person per year—is the 
lowest ever, down from 390 in the 
late 1940s.   ' 

Since 1980, as a result, almost half 
of the big egg growers—those with 
more than 10,000 laying hens—have 
left the business. Only 1,481 large- 
scale producers remain. Last year was 
the roughest ride in the last decade, 
according to University of California 
egg economist Don Bell, with inde- 
pendent egg growers falling by the 
wayside as major outfits like Cargill, 
Rose Acre Farms and Michael Foods 
fanned out across the countryside 
slashing wholesale prices to protect 
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C O RUM. 
The Corum Gold Coin Watch. An authentic $20 American gold piece. 
Quartz. Water-resistant. 18 Karat gold bracelet. Swiss hand-crafted. 

For brochure, send $2 to Corum, Dept. FB, 650 Fifth Ave., NY, NY. 10019. 

HOT 
Charlotte's International Airport is 

the 5th fastest-growing airport in the U.S. with 
non-stop and direct service to over 130 cities. 

And that's just one advantage that makes our 
city such a hot property for growing businesses. 
To learn more, call Terry Orell at (704) 378-1311. 

Or turn to the next page. 

Chaiiotte 
NORTH CAROLINA 
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RJR Nabisco, Inc. 

has been acquired by 
a wholly-owned subsidiary of 

RJR Holdings Corp, 

a corporation organized by 

Kohlberg Kravis Roberts & Co. 

The undersigned acted as financial advisors to the 
Special Committee of the Hoard of Directors of 

RJR Vabisco, Inc. in connection with this transaction. 

DILLON. READ & Co. INC. LAZARD FRERES & Co. 

\l.i\ 3, l')8'i 



and expand market share. 
The biggest player in the new game 

is Cargill, the world's largest grain 
seller (1988 revenues, about $38 bil- 
lion), which has been aggressively ex- 
panding in the fresh egg business for a 
decade. Cargill now ranks as Ameri- 
ca's largest egg producer, with a flock 
of about 9 million birds and almost 
4% of the nation's egg market under 
contract. 

The eggs Cargill sells under the 
Sunny Fresh label are grown by con- 
tract growers, as Tommy Sellers and 
Roger Kennedy were. They care for 
the layers and take out loans for need- 
ed capital expenditures on the chick- 
en house. They contract basically to 
grow Cargill's chickens at a price of 
almost 7 cents per egg. But if the con- 
tract is canceled, they have nothing 
but empty chicken houses. 

Cargill grew quickly, 
especially in the South and 
West, largely by signing on 
contract growers. But other 
big competitors have built 
huge egg production houses 
of their own in the Midwest 
to be closer to the large 
population centers. There 
are signs that Cargill, too, 
may move in that direction. 
It may prove the winning 
strategy. 

Through its Nutrena division, Car- 
gill also sells feed—to its contract 
growers and to the competition as 
well. Nutrena is one of the country's 
five largest feed suppliers. Thus, with 
feed accounting for 60% of an egg's 
production cost, Cargill has a cushion 
in hard times unavailable to most 
competitors. Cargill literally makes 
up on volume what it loses on every 
egg because it makes a profit on pro- 
ducing the egg. 

In the wake of last year's drought, 
for example, all egg growers had to 
cope with higher feed prices, but Car- 
gill, unlike the other egg producers, 
could recoup its higher egg costs with 
higher feed prices. 

Cargill grew quickly, especially in 
the South and West, largely by signing 
on contract growers. But other big 
competitors, like Rose Acre Farms 
and Michael Foods, have built huge 
egg production houses of their own in 
the Midwest to be closer to the large 
population centers. There are signs 
that Cargill, too, may move in that 
direction. In the end, it may prove the 
winning strategy. Traditionally the 
egg business has been concentrated in 
the South because of relatively warm 
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"Isn't it comforting to find 
a Southern California hotel 

where the service is 
even better than the weather?" 

The Beverly Hills Hotel and Bungalows 
9641 Sunset Boulevard, Beverly Hills, CA 90210 (213) 276-2251 

Direct Reservations (800) 283-8885 • Cable: BEVHILL • Telex: 188586 • TWX 910-490-2580 
Represented nationally by @%&yM*C*/ j%>*A{800) R-WARNER 

HOTTER 
Charlotte's new NBA team, the Hornets, 

is drawing fans at a hotter pace than any other 
team in the NBA: over 23,000 people per game. 

And that's just one small indicator of the 
wTarmth with which good new7 business enterprises 
are received in our market. For more information, 

call Terry Orell at (704)378-1311. 
Or turn to the next page. 

NORniCAROUW 
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Making Dollars 
From Change 

The one constant in today's aircraft/aerospace industry is change. 
Change that requires suppliers to that industry to consistently 

upgrade their manufacturing processes to keep pace 
with technological advances. 

Case in point: Fansteel PSM's new, state-of-the-art facility for 
producing chemically milled titanium ducts essential to high 

performance turbine engines — like those flown in F-15 and F-16 
aircraft. Chemical milling of these intricate structures is 

considerably more cost-efficient than machining, so our new facility 
gives us a strong competitive advantage in a highly competitive 

industry. And that's what it's all about. 

It will pay you to know more about us. 

fansteel 
r of refractory metals and fabricated products for the electronics, 

ift/aerospace, metalworking, energy and chemical industries. 

mber. O96 Tantalum Place • North Chicago, IL 60064 • (312) 689-4900 

• 



outdoor temperatures year-round. But 
now, with temperature-controlled 
chicken coops the norm, the Midwest 
is gaining quickly. Midwest growers 
find that costs incurred in heating the 
houses are made up for many times 
over in reduced transportation costs 
and efficiencies of scale. What's more, 
generous indirect railroad subsidies 
that resulted from regulated freight 
rates, which once kept transport costs 
down for southern growers, have been 
eliminated by rail deregulation. 

Understandably, then, many inde- 
pendent producers, particularly in the 
South, feel overwhelmed by the re- 
sources their bigger competitors, es- 
pecially Cargill, bring to the game. 
James Belcher, 69, once one of Alaba- 
ma's largest producers, says Cargill's 
aggressive pricing drove him to bank- 
ruptcy in 1982. Belcher lost $8 mil- 

If all this seems to 
show a pattern of mighty 
agribusiness crushing the 
little fellow, so much the 
better for lawyers suing 
Cargill. But it is the 
market, not Cargill's brute 
force, that is squeezing 
many people out. The 
cholesterol scare is a real 
problem, agribusiness 
merely a convenient 
scapegoat. 

lion in assets, his home, and a net- 
work of 90 growers. That same year, 
he says, he paid Cargill $5 million for 
feed. "I wound up paying to put my- 
self out of business," says Belcher. 

If all this seems to show a pattern of 
mighty agribusiness crushing the lit- 
tle fellow, so much the better for law- 
yers suing Cargill. But Cargill has not 
driven down egg prices. It is simply 
adapting to a changing market. It is 
the market, not Cargill's brute force, 
that is squeezing many people out. 
The cholesterol scare is a real prob- 
lem, agribusiness merely a conve- 
nient scapegoat. Cargill's Bassett 
points out that Cargill's feed division 
is run independently of its egg opera- 
tion: "Farmers don't have to buy feed 
from Nutrena if they don't want to." 

One egg grower who knew how to 
adapt was Harold Green of Hunts- 
ville, Ala. He withdrew to smaller 
local markets in need of dependable 
service rather than accept the tractor- 
trailer-size purchases Cargill offered 
to make. He watched his business 
dwindle from 1 million birds down to 
200,000. But he has since been re- 
building by buying birds, mostly in 
bankruptcy   sales.   Says   Green:   "I 
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IX PARADISE 
An island paradise that offers 
A you total relaxation plus the 
thrill of discovery. Stroll 
pristine beaches. Go fishing for 
the big ones. Sun yourself by our 
pool or scuba in waters renowned 
for the splendor of their tropical 
fish. On Forbes Magazine's 
LAUCALA ISLAND, all the choices 
are yours. 

BUT JUST FOR A FEW ... 
1 Forbes loves its private Fiji 

island, and we think you will, too. 
So we've put out the welcome 
mat, but only for a few at a time. 
We'll take up to 8 guests, for 7 
nights and 8 days. Cost is $2,150 

per person, which includes 4 
days of tropical fishing plus all 
meals, lodging and a round-trip 
flight between Laucala and Nadi 
International Airport (on the 
main island). It's the "in" place to 
go, away from the cold, the traf- 
fic, the noise, the hassle. Service 
with a smile and no tipping. 
For information please write: 
Fiji Manager 89 R8 
Attn: Errol Ryland 
Fort Garland, CO 81133 
or call (719) 379-3263 

In a recent Lou Harris poll, 
Charlotte topped all other mid-sized cities 
for being an attractive business location 

in the next five years. And Newsweek has 
named Charlotte one of the ten best places 
to live and work in America. Call Terrv Orell 

at (704) 378-1311 today. And find out 
more about the Sun Belt's hottest city. 

Charlotte 
NORTH CXROUNA 
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Wall Street and the price of eggs 

Despite cutthroat competition among the chicken 
coops, California consumers are forking over as 

much as $2.19 for a dozen eggs. 
How come? Retailers have taken a fresh look at the 

changing market and decided to price the product dif- 
ferently. A half-dozen of southern California's super- 
market chains—including Safeway Stores, Vons and 
Ralph's —have either gone private or merged in the past 
three years. Their cumulative debt load exceeds $5 
billion. Under pressure to pay interest on that moun- 
tain of debt, supermarket managers are prowling the 
aisles, looking for ways to squeeze some extra profit 
from their basically low-profit business. Ralph's, for 
instance, has pushed gross margins to 24.9%, from 
23.7% a year ago. 

Any student of economics knows that sellers can't 
raise prices unless the market will let them. What may 
have happened in the egg business is that consumers 

who still want to buy eggs are willing to pay more 
money to get them. 

Egg prices these days are not all that hard to hike, 
California supermarkets have learned. Don Bell is an 
egg economist at the University of California. A confi- 
dential study prepared by Bell and obtained indepen- 
dently by FORBES indicates that the southern California 
markup on eggs is four times higher than egg markups 
in most other parts of the country. 

And now, as usual, the populist politicians are get- 
ting into the act. California's attorney general is fight- 
ing one supermarket merger on the grounds that the 
merger will inflate consumers' grocery bills. Says San- 
ford Gruskin, the assistant attorney general handling 
antitrust lawsuits against the supermarkets, "Reduced 
competition will cost California consumers about $400 
million a year in increased prices." Keep an eye on the 
egg case.—J.W. 

Ann Sutev Picture Group 

knew better than to compete with a 
company with that much staying 
power." 

For all its strength, Cargill has no 
easy time of it in today's fresh egg 
business. Cargill declines to disclose 
specific figures, but industry analysts 
say the company's losses in the egg 
business approached $18 million last 
year. There are even rumors that Car- 
gill might sell out to Cal-Maine Foods 
Inc. of Jackson, Miss. 

But better times could be just 
around the corner, especially with the 
national flock dwindling. "So many 
people have gone broke that we've 
made more profit in the last three 
months than in the last three years," 
says David Rust, co-owner of Rose 
Acre Farms, the nation's second-larg- 
est producer. With the U.S. flock at 
about 220 million birds, about 8.3% 
below year-ago levels, there are signs 
that the national price war is winding 
down. One of the most aggressive 
price-cutters, Rose Acre Farms, could 
soon be sold because of a bitter di- 
vorce battle between its owner, David 
Rust, and his ex-wife, Lois, who has 
kicked him out of management and 
taken over as president. Michael 

has already bid $20 million plus 
assumption of about $30 million of 
Rose Acre's debt. And Cargill is re- 

r Jcnng making an 
r pieces of Rose Acre, particu- 

lar! > odem op- 
eration ui       iterset Iowa. 

•vill be more 
r in- 

dependents. When  . ,nge, 
some people are hint and t! 
look lor someor. 
blame; you can't sue fate. » 

Eggman Harold Green 
Now small markets are better than tractor-trailer-size orders. 
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THANKS TO THE POSTAL SERVICE, 
THIS IS THE ONLY LENGTHY FLOAT 

MOBIL HAS TO DEAL WITH. 

1 
-jj§*§ 

MILLIONS OF DOLLARS ARE REACHING MOBIL FASTER SINCE WE HELPED 
THEIR CREDIT CARD CENTER CUT MAIL FLOAT TIME BY A FULL DAY. 

Ralph Beckett, Mobil's Supervisor of Operations Processing, saw 
great potential benefits in barcoding their credit card statements. 

With the help of our Jane Dyer and Clete Coursen, Mobil began 
barcoding customers' statements as well as their courtesy reply mail. 

And they began to get back remittances a full day sooner, on 
the average. 

Ralph Beckett estimates that this two-pronged barcoding 
has realized as much as $2,000,000 for Mobil in reduced mail float 
time last year—plus another $170,000 in postage discounts. 

When it comes to saving 
money, the Postal Service can 
help your ship come in, too. 
Send the coupon and learn about 
all our creative solutions. 

UNITED STATES 
POSTAL SERVICE 
WE DELIVER. 

r 35AX 

SHOW ME HOW TO REDUCE MY FLOAT TIME. 
SEND MY FREE BROCHURE AND CASSETTE TODAY. 
Call 1-800-842-9000, Ext. 227 or mail this coupon to: 
United States Postal Service, P0 Box 7897, Mt Prospect IL 60056-9903 
My line of business is: (Please check one) 
J Insurance 
I Banking 
I Retail 

Name. 

Firm_ 

_ Government 
3 Publishing 

1Z1 Education 

_, Securities 
3 Utilities 
3 Wholesale 

3 Services 
_ Manufacturing 

Z Other 

.Title. 

Street Address. 

City  

PhoneJ I 

.State. .ZIP Code" 

-Today's date. 



ott cars are now cheaper than compa- 
rable foreign makes. Why are shoppers ig- 
noring Detroit's price advantage? 

Habit dies hard 

By Jerry Flint 

AMERICAN CARS TODAY COSt less 
than comparable foreign mod- 

i els. The decline in the U.S. 
dollar and increasingly efficient U.S. 
auto plants have long since eroded the 
price advantage foreign producers 
have enjoyed. But Detroit's lower 
sticker prices don't seem to be mak- 
ing much difference. Even as the U.S. 

price advantage grows, market share 
for America's big three continues to 
shrink—to 69.7% in April, from 
70.2% a year earlier. 

Just look at a couple of cars sitting a 
few feet from each other in dealer- 
ships along Route 46 in northern New 
Jersey. One is a sparkling brown 
Toyota Camry, a midsize car with a 
spunky four-cylinder engine, 182 
inches long and weighing in at 2,734 

Robin Biiuman 

n (Hi's Toyota dealership in Clifton, NI 
Hooked %ese dependability, but for how long? 

264 

pounds. With air-conditioning, cruise 
control, AM/FM stereo and even a tilt 
steering wheel, the sticker price is 
$16,562. 

Down the road sits a gray Pontiac 
Bonneville LE, a much bigger car with 
a husky 3.8-liter V-6, automatic trans- 
mission, air-conditioning, tilt wheel 
and power windows, 198 inches long 
and weighing in at 3,275 pounds. This 
is one of General Motors' better-look- 
ing, better-driving cars. The sticker 
price: $16,429. 

That's a lot of Pontiac for about the 
same money as the Toyota. "And 
we'll take $1,000 off that," adds the 
Pontiac salesman, referring to the lat- 
est rebate offer. 

Even greater price advantages show 
up on low-priced American cars. Con- 
sumer Reports found that the Ford Es- 
cort, at a sticker price of $8,883, beats 
the Toyota Tercel by $715 and the 
Nissan Sentra XE by $2,252. The Es- 
cort's price drops even further after 
the $500 rebate Ford now offers. 

But Detroit's big three as a group 
didn't steal many sales from foreign 
carmakers in the first four months of 
this year. On a company-by-company 
basis, Ford picked up a bit of market 
share, while GM and Chrysler slipped. 
As of April, Ford pushed its market 
share to 23.3%, from 21.7% a year 
earlier, CM fell to 35.6%, from 36.9%. 
Chrysler slipped to 11.0%, from 
11.8% a year ago. 

As for foreign carmakers, a few have 
seen sharp sales declines in recent 
years—but seldom because of price. In 
fact, the biggest slides in foreign car 
sales—by Audi, Suzuki, Yugo—have 
so far been triggered not by high prices 
but by highly publicized safety or 
quality problems. 

True, high sticker prices on Europe- 
an luxury cars such as Saab, Porsche 
and Mercedes have caused sales to 
slip this year. But as a group foreign 
makers actually gained market share. 
In the first four months of 1989 the 
foreigners—imports as well as foreign 
cars assembled in the U.S.—have 
picked up almost 2 percentage points 
of market share, rising to 37.2%, from 
35.3% last year. 

In April, Toyota and Honda posted 
especially impressive results, al- 
though rebate incentives have be- 
come common among foreign name- 
plates. Toyota's April sales were up 
19%. Its market share jumped to 6.2% 
from 5.3%. Honda, buoyed by its re- 
bates, had a 23% sales gain in April. 
Its U.S. market share rose to 8.9%, 
from 7.1% a year earlier. 

How is this possible with prices on 
Japanese cars so high? Go back to that 
sparkling brown Toyota on the New 
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mermee 
and a shattered life. 

i November 17, 1986, the car in which 
ira Meyer was riding was in an acci- 

!:nt. Unfortunately, she wasn't wearing 
r seat belt. So like 150,000 other 
:tims each year, her head hit and 
attered the windshield. 

But unlike many of the others, Tara 
suffered no facial cuts or lacerations. 

The difference? 
A new idea developed by a group of 

DuPont engineers. They believed that a 
thin layer of plastic along the inside of 
the windshield would keep the razor- 
sharp, shattered glass on the outside— 
away from the occupants. 

Their idea helped make more than 
just a safer windshield... it made a 
difference. 

And that's something we try to do in 
everything we do. 

At DuPont, we make the things that 
make a difference. 

Better things for better living. 

"SG U S RAT a TM off 



TOOK OVER A 
BILLION DOLLARS 

TO BRING YOU 
THIS MESSAGE. 

($ in millions.) 
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F lorida's Growing 
Commitment to 

H igher Education 

'81   '82 '83 '84 '85 '86 '87 '88 

Funds for higher educa- 
tion in Florida have more 
than doubled since 1980, 
resulting in a top 10 ranking 
among the nation's state 
university systems* 

Florida's nine universities 
now support six engineering 
colleges, two law schools, 
nine programs leading to 
master's degrees in business 
and management, and 
four more leading to doc- 
torates in computer and 
information sciences. 

But well-educated em- 
ployees are just one of the 
reasons businesses are 
attracted to Florida. For the 
complete story, contact the 
Florida Department of 
Commerce, Division of 
Economic Development, 
501 Collins Building, Suite FB, 
Taller issee, Florida 32399- 
2000; (904) 488-.^507. 
"Based on o    itional -urvey 
among university presidents. 

FiOPIftA 
ftopte like to wurk where the\ liketoliw 

Jersey car lot. "That's my car," says 
potential buyer Pat Wisnefski. "I have 
a 1982 Toyota. It's been seven years 
and 93,000 miles, just minimum 
maintenance. I love 'em." 

This isn't the snob appeal so often 
associated with foreign brands. The 
fact is that satisfied foreign car owners 
are reluctant to switch—even with a 
price advantage of $ 1,000 or more. Says 
Wisnefski, "I used to be a Chevy per- 
son. My dad was a Chevy person, al- 
ways. My parents would say, 'Pat, 
you've got a Japanese car.'It's just that 
my uncle died at Pearl Harbor." 
Toyota, which is now assembling cars 
in the U.S., won her over with low 
prices and dependability. 

All the U.S. automakers seem to 
have gotten the message on quality. 
'Our quality is good now," says 

Thomas Ely, president of Brogan Cad- 
illac-Oldsmobile in Clifton, N.J., a 
dealership founded by his grandfather. 
"We've laid off mechanics and service 

writers because the warranty business 
is not there. But a few years ago cus- 
tomers were lined up to get in for 
repairs." 

Despite quality gains, Detroit 
seems confused about how to exploit 
its price edge. Early this spring, for 
example, GM offered cut-rate car 
loans—as low as 2.9%—or rebates of 
up to $2,000. Then, a couple of 
weeks later, GM took much of it 
back by removing discounts on op- 
tions such as air conditioners and 
leather interiors. 

Clearly, the answer to gaining mar- 
ket share is to keep prices down—and 
keep quality high. It will take a long 
time for the message to sink in. Get- 
ting foreign car owners to look at 
U.S.-made cars is half the battle. As 
more people look, the chances im- 
prove that they will buy—eventually. 
Says Ely of Brogan Cadillac-Olds, "It's 
easy to lose a customer; it will take 
time to bring him back to us." ■ 

The football coach told Jim Bob Moffett to 
try some other game, but Jim Bob ended up 
on the varsity team. Hes been fighting the 
odds successfully ever since. 

"When 
preparation meets 

opportunity" 
By Kerry Harmon 

NEW ORLEANS-BASED Freeport- 
McMoRan last year drilled 34 
exploratory wells, 27 of which 

were successful. In an industry in 
which 2 successful holes in 10 is the 
average, this 8-in-10 showing is spec- 
tacular. It is, however, nothing new 
for James Robert (Jim Bob) Moffett, 
Frecport-McMoRan's chairman. 

Through a series of acquisitions, 
Freeport-McMoRan diversified into 
mineral exploration. Moffett has 
proved as adept here as in oil: Under 
his management the company has hit 
a home run not once but twice, with 
two enormous mineral finds. 

The first, a 67-milhon-long-ton sul- 
fur discovery in the Gulf of Mexico, is 
the tirst new sulfur strike in over 20 

266 

years and is thought to be the largest 
ever in North America. 

The second was a large copper and 
gold discovery, high in the mountains 
of Indonesia, where Freeport has been 
mining copper profitably since 1972. 
The Indonesian find doubled Free- 
port's copper reserves to approximate- 
ly 6 billion pounds and quadrupled its 
gold reserves to 6 million ounces. 

Moffett has been equally adept at 
drilling on Wall Street. He saw that 
mineral companies like his were giv- 
en short shrift by analysts. "People 
weren't buying the stock even if they 
liked the copper business, because 
they hated oil and gas or vice versa," 
says Moffett. 

So, starting in 1985, he began to 
split the company into parts. While 
the parent Freeport-McMoRan kept 
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11914, when the Panama Canal was finally carved out, Allendale's 
engineers had been cutting losses for 79 years. 

t took $352 million and ten years. And when chief engineer 
J )rge W. Goethals watched the first ship steam through the 
< al, Allendale had been setting a steady course for 79 years. 

n fact, former Allendale president John R. Freeman, him- 
( an engineer, served as consultant during the construction 
I he canal. 

"oday at Allendale, we continue to shape the history of loss 

control with engineering, training, research and testing, 
responsiveness and fairness in the way we do business. 

After a century and a half, our philosophy is not about 
to change. Allendale Insurance, P.O. Box 7500, Johnston, 
Rhode Island 02919. 
Allendale Insurance/Factory Mutual System 
Over 150 years of progress and stability. 

II 



cock of each divi- 
pun off minority interest in 

through distributions to parent 
company shareholders as well as sell- 
ing to outside investors. 

Freeport Resouice Partners, the fer- 
tilizer and sulfur business, went pub- 
lic three years ago and recently traded 
on the New York Stock Exchange at 
around 26. Freeport Gold spun out at 
$9 in 1985 and was recently trading at 
around 13. The oil units are at 12. 
Freeport Copper was sold to the pub- 
lic last spring at $17 a share. It now 
trades on the NYSE at around 34. 

The parent company stock trades at 
around 36 on the NYSE. The market 
now values the entire Freeport pack- 
age at more than $6 billion, versus 
$1.2 billion in 1984. The firm has 
outperformed the market several 
times over. Not surprisingly, Moffett 
seems to have started a trend. Con- 
necticut-based AMAX, a mining com- 
pany, has since spun off its gold busi- 
ness, and Newmont Mining, a gold 
and coal company in Denver, has 
spun off its gold business. Illinois- 
based International Minerals &. 
Chemical, a medical products and 
specialty chemical producer, did the 
same with 62% of its fertilizer busi- 
ness in 1988. 

Moffett calls his management phi- 
losophy "when preparation meets op- 
portunity." His first big opportunity 
was the $750 million Petro-Lewis ac- 
quisition in 1986. When oil was sell- 
ing at $10 a barrel, he got the Petro- 
Lewis reserves—185 million barrels— 
for the equivalent of $4.25 a barrel. 
The second was the $522 million ac- 
quisition of Agrico Chemical from 
the Williams Co. in 1987. It made 
Freeport the number one U.S. fertiliz- 
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Freeport-McMoRan Chairman James Robert (Jim Bob) Moffett 
"You have to have the mind of an explorer to succeed in this business. 

er company. Today that business, 
thanks to last summer's drought, is 
bringing in around $1 billion a year in 
revenues and around $200 million in 
earnings. Not bad in an industry that 
lost more than $600 million three 
years ago. 

When he speaks of his philosophy, 
Moffett means to say that opportuni- 
ty works for him because he is pre- 
pared with money and information 
when the opportunity arises. Thus, at 
50, he still occasionally puts in 36- 
straight-hour work binges, in which 
he immerses himself in geophysical 
maps, wrestling with the decision to 
drill or not. "You have to have the 
mind of an explorer to succeed in this 
business," he says. 

And the spirit of an athlete. Moffett 

played tackle at the University of 
Texas in the 1950s. Coach Darryl 
Royal took one look at the gangly 6- 
foot-4 freshman and told him to try 
another game. "He'd just get knocked 
around every time he stepped onto the 
field," Royal remembers of Moffett. 
"He had no technique." 

But Moffett was determined to play 
football. "Every night I was so tired I 
didn't think I'd make it to practice the 
next day," he recalls. But make it he 
did. In the end Jim Bob Moffett played 
first string three years running, and 
graduated with the highest scholastic 
average of any Longhorn football play- 
er during his career at u r. 

In his philosophy about opportuni- 
ty and preparation, it seems clear that 
preparation plays the biggest part. ■ 

Nice babies 

Clearly, Freeport-McMoRan has a proven record of 
spawning healthy offspring in the natural resources 

sector. How about other companies that have tried the 
same thing? 

Newmont Gold (1989 estimated sales, $552 million), 
spun off by Colorado-based Newmont Mining in 1986, 

now the country's largest gold producer. Thanks to an 
nsive expansion program started early last year to 

expand mining and milling capacity, Newmont (still 
90% ov p tent) is expected to sell 1.42 mil- 
lion ounces this year, up sharply from 895,000 ounces 

- .i result, earnings are expected to climb to 
03 in 1988. The stock went 

publn. id is in ■.  trading on the New York 
*• - : ^ ad 32   down from last year's 

I   • estimated 1989 earnings. 
Fertilizi -venues, $1 billion), a 

lay inch* was spun off in Febru- 

ary 1988 by International Minerals & Chemical. The 
stock promptly rose from 22 a share to a high of 49 
within a year. It has since dropped back to 40, or about 
seven times estimated earnings of $5.50, because of an 
expected slowdown in the demand for domestic fertiliz- 
er. The outlook for this year, as the farm economy 
recovers, is better, with earnings expected to top last 
year's $3.88 a share. 

Not all spinoffs have performed as well. Amax Gold, 
87% owned by mining giant Amax Inc. (1988 revenues, 
$3.9 billion), was spun off in the summer of 1987 at 
$17.87. The stock traded recently on the New York 
Stock Exchange at around 13. It has been as high as 21, 
in 1987, and as low as 9. Analysts estimate that earn- 
ings will be down to 70 cents a share on sales of $106 
million this year, from 72 cents on revenues of $104.4 
million in 1988. Why? Production costs have tripled 
since 1987.—K.H. 
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, nerica is hooked on foreign 
< I. Today, we import almost 40 
1 rcent of the oil we use—even 
) ore than in 1973; when the 
itab embargo plunged us into 
Is lines; rationing, and 
session. 
The more we can use nuclear 
ergy; instead of imported 

1, to generate electricity, the 
;s we have to depend on 
reign nations. 

Jmwito. 

The 110 nuclear plants in the 
U.S. have cut our foreign oil 
dependence by over three billion 
barrels since 1973. And they 
have cut foreign oil payments by 
over one hundred billion dollars. 

But 110 nuclear plants will not 
be enough to meet our growing 
electricity demand. More plants 
are needed. 

To help kick the foreign oil 
habit, we need to rely more on 

our own energy sources, like 
nuclear energy. 

For a free booklet on nuclear 
energy, write to the U.S. Council 
for Energy 
Awareness, 
P.O. Box 66103, 
Dept. SN09, 
Washington, 
D.C. 20035. 

U.S. COUNCIL FOR ENERGY AWARENESS 

"fa*.. Anrtdty 

USCEA 

Nuclear energy means more energy independence. 
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Guess Who's Beating Us 
To The Punch (Again) 

i^Bi    I elecommunica- 
m tions is an industry 
m undergoing    rapid 
m I technological 

m l change. Global mar- 
jj I ket developments re- 
Jf t quire the U.S. to re- 
g I evaluate its public poli- 

& cies, since the effects of 
telecommunications poli- 

' cies in any one country are 
felt more or less in virtually 

every other country. 
Improved technology is 

the single most important contributing 
factor to economic growth. In the case 
of telecommunications technology, the 
potential is limited only by our drive to 
develop it. And it is critical that we 
do work to develop it because other na- 
tions are. 

Japan, for example, may be on the verge 
of leapfrogging American telecommunica- 
tions technology because of U.S. restrictions 
that limit technology. In a major policy 
shift, the Japanese have started to pour 
tremendous resources into creating a world- 
class telecommunications system, and other 
countries are starting to do the same. 
Evidence of this shift is that in less than 
three years, the telecommunications com- 
ponent of our balance of trade has swung 
from a significant surplus to a $2 billion 
deficit. 

The key difference between telecom- 
munications policy in Japan and the U.S. is 
that Japan has taken off all contraints on 
Nippon Telephone and Telegraph (NTT). 
(NTT was the sole provider of local and 
long-distance service in Japan until 1985.) 
In the two years since restraints were lilted. 
NTT has created 81 subsidiaries and a 
number of joint ventures with American 
companies in Japan, including IBM. 

These subsidiaries are entering virtually 
even' known form of information service, 
including data production, electronic mail. 

By Robert G. Harris 

videotex, and protocol conversion (a service 
that enables a computer of one make to 
"talk" with a computer of another make.) 
Futhermore, 14 new companies have been 
authorized to provide value-added, or en- 
hanced services. 

In other words, the Japanese are making 
a two-pronged attack on the global tele- 
communications market. They're not only 
encouraging competition, they're encour- 
aging NTT to expand rapidly into all the 
new services it desires. If NTT and a com- 
petitor offer the same product or service, 
consumers benefit because it gives them a 
choice. 

The single most important difference 
between telecommunications in Japan and 
the U.S. is that we place restrictions on the 
providers of local access. Such constraints 
are nothing short of astonishing in a coun- 
try that was built on the free enterprise 
system. 

An excellent example of how the pres- 
ence of red tape and the absence of com- 
mon sense has blocked technological ad- 
vances in the U.S. is the introduction of 
cellular technology. A lengthy rule-making 
process for licensing cellular services in 
major cities across the nation required four 
to five years of wrangling before cellular 
service became available to the public. In 
Japan, they simply went ahead and installed 
it. Now they've learned so much from that 
experience that they are already installing 
the second generation of cellular technol- 
ogy, and they're exporting huge volumes of 
cellular equipment to the U.S. 

Japan is not alone. Other countries, like 
France and Great Britain, also encourage 
innovation in telecommunications technol- 

ln 1982, France began substituting 
ronte terminals for telephone books, 
now it has nearly three million cus- 
rs and thousands of videotex services 

■ its Minite! system. And the British 
iraent strongly encourages both Brit- 

Telecom and others to develop and 

provide new and enhanced information 
services over the network. 

Each of these three countries made a 
conscious public policy decision—based on 
political, business, and economic issues— 
to encourage telephone companies and oth- 
er businesses to compete in all information 
service areas. As a consequence, there is a 
logical consistency in their policies that is 
starkly absent from U.S. policy. 

Given the rate of technological change 
in telecommunciations over the last three 
decades and the potential for new services, it 
is absolutely essential that we re-examine 
our telecommunications policy. In a com- 
petitive world, restrictions that can prevent 
companies from being world leaders in 
telecommunications can't be tolerated. 

Additionally, if the U.S. is to have any 
chance of regaining a competitive edge in 
global markets, the bottom line is that we 
must put a priority on adopting public 
policies that allow or encourage technologi- 
cal innovation rather than restrain it, as too 
many current policies seem to do. We 
simply cannot compete in world markets 
on the basis of our expertise in filing 
legal briefs. 

mm 
Robert G. Harris 
Is associate 
professor 
and chair of the 
business and 
public policy 
group at the 
University of 
California, 
Berkeley. 
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expert on tele- 
communications 
economics and 
policy analysis. 
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anese tele- 
communications. 

In this second of a four-part series. esents global telecommunications perspectives by leading experts. 



Computers/Communications 
lot of usually knowledgeable people are 

i lying that optical fiber is poised to kill 
\ ff the communications satellite business, 
hey are just plain wrong. 

Changing orbits 

By Marc Beauchamp 

'iughes Aircraft's satellite assembly building in El Segundo, Calif. 
ion't sound taps yet for the satellite business. 

. 
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OPTICAL FIBER is nearly every- 
body's technological darling 
these days. These hair-thin la- 

ser-driven communications pipelines 
have an awesome capacity: In theory, 
a single fiber could transmit the 
equivalent of 2.5 trillion pages of data 
per second. Video, audio, digital: Op- 
tical fiber effortlessly handles it all, 
and all at once. 

Not much excitement these days 
over the launch of a new communica- 
tions satellite. The Hughes Aircraft- 
built JCSAT that blasted off from 
French Guiana Mar. 6 atop an Ariane- 
space rocket to become Japan's first 
commercial communications satel- 
lite, for example, drew hardly a side- 
long glance. 

Nor has the confusion afflicting 
America's sputtering space program 
made things easier for the nation's 
three leading makers of communica- 
tions satellites: Hughes Aircraft, Ford 
Aerospace and GE Astro Space. After 
the Challenger blew up, NASA sharply 
cut the number of commercial pay- 
loads aboard future shuttle flights in 
order to work down its backlog of 
military satellites. 

But don't sound taps yet for the 
satellite business. Hughes, Ford and 
GE together last year sold $1.5 billion 
worth of communications satellites. 
Comsat, deep in the red two years ago, 
is currently profitable and, in return 
for rate reductions, its voice traffic 
customers have given Comsat long- 
term contracts. Much as radio sur- 
vived the advent of television by seek- 
ing market niches, so satellites are 
being repositioned to capitalize on 
their unique strengths. 

Optical fiber excels at heavily traf- 
ficked point-to-point communica- 
tions like telephone lines linking cit- 
ies or computer centers—applications 
where its all but inexhaustible capaci- 
ty gives it the edge. 

Satellites, by contrast, are best for 
more thinly used point-to-multipoint 
communications, especially over 
large or remote areas, impractical or 
impossible to reach with optical fiber. 
Examples are the sending of a single 
television signal to thousands of cable 
operators, for instance, or a series of 
in-house corporate messages from 
headquarters to branch offices or vice 
versa. And satellite technology, like 
most electronics, is getting cheaper 
and less  cumbersome by  the  day. 
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id 70% of the stock of each divi- 
it spun off minority interest in 

each through distributions to parent 
company shareholders as well as sell- 
ing to outside investors. 

Freeport Resource Partners, the fer- 
tilizer and sulfur business, went pub- 
lic three years ago and recently traded 
on the New York Stock Exchange at 
around 26. Freeport Gold spun out at 
$9 in 1985 and was recently trading at 
around 13. The oil units are at 12. 
Freeport Copper was sold to the pub- 
lic last spring at $17 a share. It now 
trades on the NYSE at around 34. 

The parent company stock trades at 
around 36 on the NYSE. The market 
now values the entire Freeport pack- 
age at more than $6 billion, versus 
$1.2 billion in 1984. The firm has 
outperformed the market several 
times over. Not surprisingly, Moffett 
seems to have started a trend. Con- 
necticut-based AMAX, a mining com- 
pany, has since spun off its gold busi- 
ness, and Newmont Mining, a gold 
and coal company in Denver, has 
spun off its gold business. Illinois- 
based International Minerals & 
Chemical, a medical products and 
specialty chemical producer, did the 
same with 62% of its fertilizer busi- 
ness in 1988. 

Moffett calls his management phi- 
losophy "when preparation meets op- 
portunity." His first big opportunity 
was the $750 million Petro-Lewis ac- 
quisition in 1986. When oil was sell- 
ing at $10 a barrel, he got the Petro- 
Lewis reserves—185 million barrels— 
for the equivalent of $4.25 a barrel. 
The second was the $522 million ac- 
quisition of Agnco Chemical from 
the Williams Co. in 1987. It made 
Freeport the number one U.S. fcrtiliz- 

Freeport-McMoRan Clxiirman fames Robert (Jim Bob) Moffett 
"You have to have the mind of an explorer to succeed in this busi 

er company. Today that business, 
thanks to last summer's drought, is 
bringing in around $1 billion a year in 
revenues and around $200 million in 
earnings. Not bad in an industry that 
lost more than $600 million three 
years ago. 

When he speaks of his philosophy, 
Moffett means to say that opportuni- 
ty works for him because he is pre- 
pared with money and information 
when the opportunity arises. Thus, at 
50, he still occasionally puts in 36- 
straight-hour work binges, in which 
he immerses himself in geophysical 
maps, wrestling with the decision to 
drill or not. "You have to have the 
mind of an explorer to succeed in this 
business," he says. 

And the spirit of an athlete. Moffett 

played tackle at the Unive 
Texas in the 1950s. Coacf 
Royal took one look at the 
foot-4 freshman and told hij 
another game. "He'd just get I 
around every time he stepped! 
field," Royal remembers of" 
"He had no technique." 

But Moffett was determinel 
football. "Every night I was 
didn't think I'd make it to praj 
next day," he recalls. But mf 
did. In the end Jim Bob Moffej 
first string three years rum- 
graduated with the highest s<[ 
average of any Longhorn foot! 
er during his career at UT. 

In his philosophy about op 
ty and preparation, it seems c 
preparation plays the biggest 

Nice babies 

Clearly, Freeport-McMoRan has a proven record of 
spawning healthy offspring in the natural resources 

sector. How about other companies that have tried the 
same thing? 

Newmont Gold (1989 estimated sales, $552 million), 
spun off by Colorado-based Newmont Mining in 1986, 

low the country's largest gold producer. Thanks to an 
i -nansion program started early last year to 

mining and milling capacity, Newmont (still 
90% owned by its parent! is expected to sell 1.42 mil- 

nces this yeai, up sharply from 895,000 ounces 
t}88. As a result, earnings arc expected to climb to 

hare, i i from S1.03 in 1988. The stock went 
public )    id is now trading on the New York 
Stock F \ e  it around 32, down from last year's 

>    ' still 25 times estimated 1989 earnings. 
IMC Fertilize] Group (1988 revenues, $1 billion), a 

lay in chemical fertilizers, was spun off in Febru- 

ary 1988 by International Minerals & Chemica 
stock promptly rose from 22 a share to a high 
within a year. It has since dropped back to 40, or 
seven times estimated earnings of $5.50, becausi 
expected slowdown in the demand for domestic ft 
er. The outlook for this year, as the farm ecc 
recovers, is better, with earnings expected to t( 
year's $3.88 a share. 

Not all spinoffs have performed as well. Amax 
87% owned by mining giant Amax Inc. (1988 rev 
$3.9 billion), was spun off in the summer of 1 
$17.87. The stock traded recently on the New 
Stock Exchange at around 13. It has been as high 
in 1987, and as low as 9. Analysts estimate tha 
ings will be down to 70 cents a share on sales o 
million this year, from 72 cents on revenues of 
million in 1988. Why? Production costs have 
since 1987.—K.H. 
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The guys at Pol; 
to shoot each ol 

Picture it. Their data system was good. 
But now; with the instant success of their Spectra® 

camera; good suddenly wasn;t good enough. 
!©#$%&*()! Trouble. 
So Polaroid called in NYNEX—one of the 

information industry's favorite troubleshooters. 
And NYNEX designed an integrated voice and 

data network that connects all eleven Polaroid locations. 
And makes everything from inventory to finance 

to technological analysis faster. Easier. And more 
cost-effective. 

There were simply no negatives. 
The NYNEX family of companies would like to 



aroid were ready! 

work with you7 too. We offer you everything from 
computer networks and software; to mobile phones, to the 
services provided by New England Telephone and 
New York Telephone. And more. 

Call us at 1 800 535-1535. 
Discovering the answer is NYNEX could be a 

long-term boon to your business. 
We're hardly a flash in the pan. 

Need to communicate?Need to compute? The answer is 

NYNEX 



Computers/ Communications 
A lot of usually knowledgeable people are 
saying that optical fiber is poised to kill 
off the communications satellite business. 
They are just plain wrong. 

Changing orbits 

By Marc Beauchamp 

Hughes Aircraft's satellite assembly building in El Segundo, Calif. 
Don't sound taps yet for the satellite business. 

OPTICAL FIBER is nearly every- 
body's technological darling 
these days. These hair-thin la- 

ser-driven communications pipelines 
have an awesome capacity: In theory, 
a single fiber could transmit the 
equivalent of 2.5 trillion pages of data 
per second. Video, audio, digital: Op- 
tical fiber effortlessly handles it all, 
and all at once. 

Not much excitement these days 
over the launch of a new communica- 
tions satellite. The Hughes Aircraft- 
built JCSAT that blasted off from 
French Guiana Mar. 6 atop an Ariane- 
space rocket to become Japan's first 
commercial communications satel- 
lite, for example, drew hardly a side- 
long glance. 

Nor has the confusion afflicting 
America's sputtering space program 
made things easier for the nation's 
three leading makers of communica- 
tions satellites: Hughes Aircraft, Ford 
Aerospace and GE Astro Space. After 
the Challenger blew up, NASA sharply- 
cut the number of commercial pay- 
loads aboard future shuttle flights in 
order to work down its backlog of 
military satellites. 

But don't sound taps yet for the 
satellite business. Hughes, Ford and 
GE together last year sold $1.5 billion 
worth of communications satellites. 
Comsat, deep in the red two years ago, 
is currently profitable and, in return 
for rate reductions, its voice traffic 
customers have given Comsat long- 
term contracts. Much as radio sur- 
vived the advent of television by seek- 
ing market niches, so satellites are 
being repositioned to capitalize on 
their unique strengths. 

Optical fiber excels at heavily traf- 
ficked point-to-point communica- 
tions like telephone lines linking cit- 
ies or computer centers—applications 
where its all but inexhaustible capaci- 
ty gives it the edge. 

Satellites, by contrast, are best for 
more thinly used point-to-multipoint 
communications, especially over 
large or remote areas, impractical or 
impossible to reach with optical fiber. 
Examples are the sending of a single 
television signal to thousands of cable 
operators, for instance, or a series of 
in-house corporate messages from 
headquarters to branch offices or vice 
versa. And satellite technology, like 
most electronics, is getting cheaper 
and  less  cumbersome  by  the  day. 
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Hughes Communications President Stephen Penned in satellite video distribution center 
Repositioning satellites to capitalize on their unique strength. 

Comp/Comm 
Earth station dishes have shrunk from 
85 feet across a little over a decade ago 
to 6 feet or less. That in turn has 
brought the cost of earth stations 
down from $100,000 to between 
$5,000 and $10,000. 

So satellite makers and operating 
companies like Hughes Communica- 
tions and GTE Spacenet are going after 
niche businesses. Hughes, for exam- 
ple, has become a leader in so-called 
very small aperture terminals (VSATS), 
cheap earth stations that can link far- 

flung stores or branch offices with 
headquarters. Companies from K 
mart to Toyota are installing VSAT 
systems. K mart spent $40 million on 
VSAT dishes and equipment built by 
GTE Spacenet for some 2,000 of its 
stores. It verifies credit cards and 
tracks shipments and inventory. 

This VSAT market, worth an esti- 
mated $500 million a year today in 
sales and service, is expected to grow 
20% a year over the next several 
years. The VSAT market is almost cer- 
tainly immune to optical fiber compe- 
tition for another 20 years or more, 
until fiber replaces copper cable 
throughout the country. "Enough 
time," says Stephen Petrucci, presi- 

Obliterating geography 

Sunil Tagarc, an analyst at New- 
port, R.I.-based Kcssler Market- 

ing Intelligence, which tracks the 
optical fiber industry, says the 
number of voice-grade circuits will 
triple between now and 1996, to 
some 3 million. With an estimated 
$8-bilhon-plus slated for invest- 
ment in undersea fiber optic ca- 
bles, he expects prices for interna- 
tional circuits to fall 22% to 40%. 

In the process, the world will 
become increasingly integrated 
economically. Already U.S. firms 

like Texas Instruments employ 
low-cost engineers to write soft- 
ware in India with the help of satel- 
lite communications. Expect to see 
more white-collar jobs exported as 
satellite and optical fiber circuit 
costs fall. "Fiber cables and satel- 
lites," says William Davidson, a 
University of Southern California 
business professor and telecom- 
munications consultant, "are like 
bridges to economies, and a whole 
bunch of stuff is going to migrate 
across them."—M.B. 
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dent of Hughes Communications, 
"for another generation of satellites." 

Satellites have carved out a solid 
niche in the video industry. Viacom 
(Showtime, MTV) recently signed a 
contract to acquire not less than 18 
transponders on two GE Americom 
satellites to be launched in late 1992. 
There are 7,000 cable systems in the 
U.S.; today virtually all get their sig- 
nals via satellite. "By the end of 
1989," says Edward Horowitz, senior 
vice president of Viacom, "most cable 
programmers will have committed to 
satellites at least until the year 2000." 
Satellites will also continue to "back- 
haul" raw video news from producers 
in the field to networks or TV stations. 
Hughes Communications, for exam- 
ple, transmits footage from NHK'S 
New York bureau to the network's 
Tokyo headquarters. 

Entrepreneurs are developing new 
satellite markets. Los Angeles-based 
Hospital Satellite Network broad- 
casts programming aimed at doctors 
and administrators to 1,000 hospitals 
across the country. Fort Collins, 
Colo.-based National Technological 
University beams graduate courses to 
engineers on the job at more than 50 
companies, from Hewlett-Packard to 
Whirlpool. The TI-IN Network, based 
in San Antonio, uses satellites to 
reach rural high schools like the one 
on Ocracoke Island off the North Car- 
olina coast, which receives math and 
science courses. 
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Five years ago Digital Equipment Corp. 
dismissed Sequent Computer's parallel- 
processing scheme as an 'academic curios 
ity." DEC isnt sneering now. 

Many hands 
make light work 

The Hughes-built JCSAT 
A milestone for Japan. 

Satellites have a clear edge in mo- 
bile communications. National Satel- 
lite Paging, a Washington, D.C.-based 
company, leases a paging device for 
$69 a month, said to be a White House 
status symbol. With it, you can travel 
to over 85 metropolitan areas and get 
messages even when the person pag- 
ing doesn't know your location. Sev- 
eral large trucking companies have 
installed satellite communication 
systems using 12-inch antennas on 
trucks. Built by San Diego's Qual- 
comm, they keep drivers and dis- 
patchers in constant contact. 

Satellites will play a larger role 
overseas. Countries like Indonesia, 
India and Australia have bought U.S.- 
built satellites to improve domestic 
communications. Last fall Ford won a 
$400 million contract to build a new 
generation of satellites for Intelsat, 
the 117-nation consortium whose 13 
satellites provide telecommunica- 
tions and video to some 170 nations 
and territories around the globe. A 
year ago Rene Anselmo, the former 
owner of the Spanish International 
Network, put up a reported $85 mil- 
lion to launch the Pan American Sat- 
ellite, which serves Europe, the U.S. 
and Latin America. The bird is now 
broadcasting Ted Turner's CNN to sev- 
eral Latin American countries. 

Radio and television managed to 
coexist. So too with optical fiber and 
satellites. 

By John Heins 

T| HE COMPUTER INDUSTRY Scoffed 
when Sequent Computer Sys- 

tems, Inc. introduced its first 
product, in 1984, at the annual Cowen 
& Co. technology conference in Bos- 
ton. Sequent claimed that its Unix- 
based computer—powered by 2 to 12 
separate microprocessors—had solved 
the very difficult problem of how to 
get several processors working, effi- 
ciently, inside one computer on one 
problem simultaneously. "Of the six 
people who showed up at our first 
presentation, four were from Cowen 
& Co.," says Robert Gregg, Sequent's 
chief financial officer. "They felt sor- 
ry for us." Digital Equipment Corp. 
founder Kenneth Olsen dismissed Se- 
quent's technology as an "academic 
curiosity." 

No need to feel sorry for Sequent 
now. Sequent's revenues should rise 
at least 70% this year, to around $130 
million. Hambrecht & Quist analyst 
Neil Weintraut figures net earnings 
from operations will double, to $12 
million. Direct sales are booming, and 
big computer makers Unisys Corp., 
Prime Computer, Inc. and West Ger- 
many's Siemens A.G. have signed 
long-term agreements to buy and then 
resell Sequent machines. Giant Mat- 
sushita Electric Industrial Co. chose 
Sequent last year as its joint venture 
partner to enter the high-end business 
computing market in Japan. Sequent 
shares, initially offered to the public 
two years ago at 17, now trade just 
over 25, a lofty 20 times estimated 
earnings. 

Attaching several processors is not 
difficult; the challenge is getting a 
proportionate increase in speed from 
the computer. Traditionally, if the 
processors numbered more than four, 
they had a habit of getting so severely 
in one another's way that adding more 

of them did nothing for the overall 
speed. Thus, many a computer maker 
attempted a multiprocessor architec- 
ture and failed. Burroughs Corp., now 
part of Unisys, spent millions on large 
multiprocessing machines that never 
really worked, DEC didn't produce a 
commercially successful large-scale 
multiprocessor until last year, after 
several failed attempts. Denelcor Inc., 
a would-be supercomputer company 
in the early 1980s, went bust trying to 
solve the multiprocessor problem. 

Sequent, based in the Portland sub- 
urb of Beaverton, Ore., was among the 
first to succeed where others failed. 
Casey Powell, the voluble, 45-year- 
old chairman of Sequent, persuaded 
16 fellow Intel Corp. engineers and 
marketers to quit in 1983 and put 
$98,000 into a pot for Sequent's start- 
up capital. As chip experts, they knew 
that the new generation of 32-bit mi- 
croprocessors just then coming out 
would have a dramatic impact on the 
architecture of fast computers. Se- 
quent builds its computers with a 
"parallel" multiprocessor architec- 
ture. The brains of its computers are 
really plural—currently up to 30 Intel 
80386 microprocessors working to- 
gether to solve problems. 

But Powell and friends also knew 
that capitalizing on the speed and 
economy of these microprocessors 
hinged on ways to coordinate them. It 
was a question more of software than 
of hardware. 

That software is the operating sys- 
tem. The operating system allocates 
the computers' resources—memory, 
tape drive, etc.—to get a task done. 
Traditional operating systems, devel- 
oped for stand-alone processors, allo- 
cate resources sequentially. But with 
multiple processors each processor 
can simultaneously request of the op- 
erating system that the computer's 
resources be allocated to it. Where 
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She also doesn't realize 
Hewlett-Packard makes PCs. 

■ trademark < >f 1 nlcl ('orporatjon 
1989Hewlett Packard Compan) CP PC9M 

What a loss. Because Hewlett- 
Packard has a line of eight 
high-performance personal 
computers. PCs which range 
from desktop and floor-mount 
Intel386™ based powerhouses 
to entry-level 8086-compati- 
bles. PCs which offer you a 
better way of doing business. 

Hewlett-Packard personal 
computers give you plenty of 
opportunity for expansion. 
As well as plenty of options. 

The HP Vectra QS/20 PC. One in 
a line of eight PCs from Hewlett-Packard. 



At the high end, you can get 
up to 8 accessory slots, 620 
Mbytes of hard disk storage, 
and 16 Mbytes of RAM. And on 
all models, you get a choice of 
video solutions and the flexi- 
bility of using either 5.25" or 
3.5" disks. 

Beyond this, an investment in 
Hewlett-Packard PCs allows 
you to choose confidently from 
thousands of software applica- 
tions and peripherals. HP's strict 

adherence to industry stan- 
dards insures compatibility 
Now, and into the future. 

But the most important feature, 
the one you won't get with any 
other personal computer, is 
Hewlett-Packard reliability For 
50 years, HP has promised, and 
delivered, exceptional quality 
in everything from calculators 
to HP LaserJet printers. 

Finally, every PC made by 

Hewlett-Packard is backed by 
an extensive network of trained, 
authorized dealers. For more 
information and the name of 
your nearest dealer, call 1-800- 
752-0900. You'll soon realize 
what an HP personal computer 
can do for you. 

There is a better way. 

ra 

HEWLETT 
PACKARD 



Comp/Comm 
Sequent succeeded, and others failed, 
was in developing its own version of 
the Unix operating system to allow 
resources to be allocated simulta- 
neously—in parallel, that is. In effect, 
Sequent divided up the main operat- 
ing system into many small operating 
systems, each capable of allocating 
resources. In that way, each processor 
didn't have to wait to have its re- 
source request filled, allowing propor- 
tionate improvement in performance 
by adding chips—up to 30, in Se- 
quent's case. 

Suppose you go to the local motor 
vehicle department to get your li- 
cense plates. There are 30 people 
waiting in line. The department could 
add up to 29 clerks and handle the job 
proportionately faster, but only if 
each clerk had the resources—the 
forms, stamps, receipts and plates— 
for transactions. If there were only 
one stamp, one set of forms and one 
drawer of plates, the addition of clerks 
would soon perversely slow things 
down. The scarce resources would 
spend less time being used and more 
time being handed off from one clerk 
to the next. Sequent has a way of 
keeping resources in use without los- 
ing time in the handing off from one 
processor to the next. 

A Sequent customer is really paying 
for the operating system's managerial 

talent. The clerks that do the work are 
cheap. A fully equipped Sequent Sym- 
metry S81, with 30 Intel 386s, costs 
around $1 million. But the processors 
that do the number crunching cost 
only about $300 each, or less than 
$10,000 for the lot. 

Even at $1 million, however, the 
Sequent computer can be cheap if the 
alternative is a machine with only 
one or a few powerful proprietary pro- 
cessors. Oracle Systems Corp., the 
leading independent supplier of data- 
base management software, last year 
compared price/performance ratios of 
various computers running its latest 
transaction-processing software. Se- 
quent's Symmetry system was 48% 
cheaper than a comparable DEC VAX 
6240. The comparable IBM system 
was six times more expensive than 
Sequent's. "The increased use of par- 
allel processing is inevitable," says 
Jeffrey Walker, senior vice president 
and chief financial officer at Oracle. 
"The economics demand it." 

The processing power and flexibili- 
ty of parallel machines ideally suits 
many so-called interactive commer- 
cial applications—such as sales-order 
processing, hotel reservations and in- 
ventory control—in which many us- 
ers are working on many different 
tasks at the same time. Coca-Cola 
Enterprises uses a Sequent system to 
track deliveries and inventory for its 
seven-state western region. Radisson 
Hotels International processes up to 
13,000 calls a day to its 100-operator 
central reservations office in Omaha 

Kuh IA.V.M 

Sequent Computer Systems' Casey Pou <■// 
"We hr.ye to get big fast." 

on a Sequent machine. Burlington 
Coat Factory Warehouse Corp. uses a 
Sequent system running Oracle soft- 
ware for its 12-step merchandise con- 
trol process at its giant New Jersey 
distribution center. 

There are other advantages to Se- 
quent's technology. The same Se- 
quent box can accommodate 2 to 30 
processors and serve up to 500 users. 
Adding incremental power requires 
little more than plugging in a new 
board with a greater number of pro- 
cessors or more powerful processors. 
Adding 16 million instructions per 
second of power to Tootsie Roll In- 
dustries' existing Sequent system, 
says President Ellen Gordon, would 
cost roughly $30,000 and take less 
than an hour. Adding a similar 
amount of power to Tootsie Roll's 
DEC system would cost more than five 
times that and involve buying an en- 
tirely new machine, Gordon says. She 
has decided to shut down her DEC 
system and is now moving all her 
firm's applications to the Sequent. 

As for reliability, Radisson Hotels' 
Scott Heintzeman, vice president of 
franchise services, says that in the 30 
months the chain has had its Sequent, 
the machine has been down for a total 
of less than two hours. If one proces- 
sor blows out for any reason, the sys- 
tem keeps working, albeit with some- 
what less power. 

For all its success to date, Sequent 
can hardly rest on its laurels. The 
amount of commercial applications 
software for its Unix-based systems is 
growing, but the selection still isn't 
sufficient. Adequate tools to tie Se- 
quent systems into large networks 
still need to be developed. 

Then, of course, success breeds imi- 
tation. "The big computer manufac- 
turers can dismiss us as an annoyance 
at our current size," says Michael Si- 
mon, Sequent's vice president of mar- 
keting. "But that won't last long." 
Both DEC and IBM are looking to ex- 
pand their limited Unix multiprocess- 
ing computer lines. Eventually, resell- 
ers such as Unisys and Prime could 
come out with their own competing 
multiprocessing machines. Sequent is 
already bumping into other upstart 
parallel-processing computer makers 
such as Pyramid Technology Corp., 
Arix Corp. and Teradata Corp., all 
public and profitable. 

"We really believe that this is the 
way computers are going to get made 
from now on," says Sequent Chair- 
man Powell. "But we have to get big 
fast or we're going to get stuffed." So 
it goes in the fast-changing world of 
computers. 
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XEROX 

This year, you'll 
find us in ail the 

In a recent study, the leading publishers 
of computer and automated office sys- 
tems information compared 74 copiers 
for speed, ease of use, and copy quality. 

We thought you might be inter- 
ested in the results. 

First place to the Xerox 1090 
copier. Second place to the Xerox 5028, 
and third to the Xerox 1065. 

Naturally, we were pleased to 
see such a wide range of Xerox copiers 
make the list. But we weren't particu- 
larly surprised. After all, Team Xerox 
has always set the standard in copy 

quality, productivity, and ease of use. 
That's what makes our copiers 

the best in the business. And, of course, 
they're backed by the best service and 
support in the business. 

But don't expect us to rest on 
our laurels. 

Because somebody's always 
trying to catch up with us. 

For more information about 
Xerox copiers, call 1-800-TEAM-XRX, 
Ext. 1010. 

TEAM XEROX. WE DOCUMENT THE WORLD. 

I'd like to learn more about Xerox copiers. 
□ Please send me more information about Xerox copiers 
D Please have a sales representative contact me. 

Send this coupon to: 
Xerox Corporation. PO. Box 24. Rochester. NY 14692 

CITY 0152-5-29-89 STATE zlp 

Or call l-800-TEAM-XRX, Ext 1010 
(1-800-832-6979. Ext. 1010.) 

XEROX" and 1090 5028.1065 are iradcmarks of XEROX CORPORATION 
"Dalapros 1988 Hands-on Copier Evaluation 



Tiny Retix is treading the dangerous turf of 
global communication standards. Will 
those standards succeed? Let's hope so. 

Let your modem 
do the walking 

By David Churbuck 

IF YOUR BUSINESS used a postal sys- 
tem that could deliver mail only 
to people who used red stamps, 

and you couldn't communicate with 
the greens and blues, you wouldn't do 
much business. That's about how 
electronic mail treats computer users 
today. If computers had a way of rout- 
ing mail to one another, their owners 
could send memos, data files, con- 
tracts, invoices, spreadsheets, pie 
charts, pictures, software and voice 
mail at the touch of a button. The 
technology for all this is understood. 
But the routing system is not in place. 

The Electronic Mail Association es- 
timates there are 1.75 million elec- 
tronic mailboxes served by so-called 
public services such as MCI Mail and 
CompuServe, and another 4.25 mil- 
lion on private corporate and academ- 
ic networks. Only a few of these sys- 
tems can exchange messages, since 
most systems use addressing formats 
peculiar to themselves. And none 
share their directories of users. 

"I look forward to the day when I 
don't have to have subscriptions to 20 
different mailboxes and go through 
gymnastics to get my messages ad- 
dressed correctly," says Richard 
Miller, a former U.S. delegate to a 
CCITT committee on electronic mail. 
The CCITT, a French acronym for the 
Geneva based International Tele- 
graph and Telephone Consultative 
Committee, aims to create a common 
market in computer mail. But the 
world is going ilong very reluctantly. 

One eompan, betting now on the 
future of global standards is Retix, a 
private Santa Monic \, Calif, firm that 
did $27 million in sales last year from 
electronic mail software, local area 
bridges and standard communications 
products. So far, so good: Even with- 
out the CCITT standard's being a big 

l luv H - 

issue with computer buyers, Retix' 
revenues have at least doubled every 
year since it started four years ago. 

Retix' future, however, is anything 
but assured, depending, as it does, on 
the perilous world of standards set- 
ting. Standards are a political affair, 
with each nation (or each corporation) 
represented on a committee jockeying 
for rules that will give it a leg up on 
the competition. If every computer in 
the world has a modem and a lingua 
franca of message transfer, what does 
that do to telex? Or to Yellow Pages 
publishers? 

There are two related CCITT stan- 
dards at issue. The first, called X.400, 
sets rules for building a generic elec- 
tronic envelope. Anything binary— 
digitized video and voice, letters, soft- 
ware—can go inside the envelope. 

Retix took a gamble in 1985, plung- 
ing into X.400 software before com- 
puter customers were even interested. 
Last year the U.S. government gave a 

Comp/Comm 
critical boost to X.400 by declaring 
that, beginning in 1991, it would pur- 
chase only hardware and software cer- 
tified as being in compliance with 
X.400 and other communication stan- 
dards. Steven Frankel, president of 
Retix, says the first three years of the 
company's life were spent "seeding" 
the market with X.400 technology 
and other standard computer commu- 
nications products. Now the compa- 
ny is selling its first X.400-compatible 
electronic mail software for PC users. 

Now that the communications in- 
dustry has agreed on what an elec- 
tronic address and envelope should 
look like, the question is where to 
find the addresses to put on the enve- 
lope. The second CCITT standard, 
called X.500, aims to answer this. 

The telephone counterpart is easy: 
Dial directory assistance in the appro- 
priate area code, tell the operator the 
city and name you're looking for, and 
you get back a phone number. With 
electronic mail, it is not so easy, MCI 
Mail uses names. CompuServe uses 
numbers. Corporate networks may 
use nicknames. And narrowing down 
all the John Smiths in the world to the 
right one requires additional informa- 
tion, such as company names, geo- 
graphic locations and so forth. That's 
what X.500 attempts to provide—and 
more. Ultimately the standard will 
provide security, becoming an on-line 
notary public, verifying that the send- 
er is who he says he is and that the 
receiver is the right destination for 
the data. And someday the standard 
could change the nature of commer- 
cial communication. 

Says CCITT delegate Miller, who is 
also president of Rapport Communi- 
cation, a consulting firm in Palo Alto, 
Calif.: "There is no reason an X.500 
directory couldn't be used to produce 
electronic Yellow Pages. The nature 
of advertising and classified ads 
would completely change. People 
wouldn't have to browse through 
pages of florists. They could be very 
specific, asking for florists within a 1- 
mile radius, or those that advertise 
services such as wire delivery." 

The X.500 directory has a long way 
to go before it replaces the tons of 
phone books, fax directories and clas- 
sified sections now published the old- 
fashioned way. But computer users 
should root for CCITT'S success. They 
have only begun to tap the potential 
of electronic communication. 
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Why build a printer 
you can stand on, when 
all it will ever carry is 
a full office workload? 
The answer is reliability. 

We built the best track record in the industry 
by demanding a lot more from our products 
than you ever will. OKIDATA engineers call this 
"championship specs." Over 3 million 
OKIDATA users call it rugged reliability. And it 
shows in the quality and performance of every 
printer and modem we make. 

You can see it in our new 300 series of 9-pin 
and 24-pin printers. Their speed, print quality 
and sheer versatility can carry a ton of paper- 
work. With day in, day out reliability. 
OKIDATA wouldn't have it any other way. 
Why should you? 

Call 1-800-OKIDATA for the dealer near you. 

OKIDATA is a registered trademark of Oki America. Inc., 
Marque deposee de Oki America, Inc 

OKIDATA 
^k.  an OKI AMERICA company 

We put business on paper. 



Random Access 
Commentary by Esther Dyson 

WHAT THE TRAFFIC WILL BEAR 
It's no coincidence that the best- 
run airline—and the one with the 
best-known computer system, Sa- 
bre—is also the one where I find it 
hardest to get cheap seats. Ameri- 
can Airlines is a master at the art of 
yield management, that is, pricing 
seats to yield the maximum num- 
ber of passengers at the highest 
possible prices. Extracting what 
the traffic will bear is now a very 
computer-intensive affair. 

Airlines aren't the only business 
to benefit from yield management. 
Other industries, with better data 
to work from and more competi- 
tion to work against, are starting to 
adopt the practice, too. It makes 
sense anywhere that an asset goes 
to waste if not sold for a particular 
period of time. 

The hotel room not booked, the 
airplane or theater seat not filled, 
the fiber-optic line without traffic 
at night—all these are candidates 
for sophisticated pricing strategies 
that squeeze a marginal dollar of 
revenue from price-sensitive cus- 
tomers while leaving undisturbed 
the fare structure for customers 
willing to pay more. 

The trend is most visible in the 
airline and hotel businesses, but it's 
cropping up elsewhere, in bridge 
tolls, in prc-theater dinner specials, 
in early-bird rates at health clubs, in 
cargo tariffs. If coal costs less to ship 
than refrigerators, that's only partly 
because of lower costs. There's also 
an element of maximizing revenue 
on the basis of the value of the 
service to the user. 

Time-of-day pricing isn't new. 
But yield management is more 
than this. It is about market seg- 
mentation and about adjusting 
pricing and availability dynamical- 
ly in response to changing condi- 
tion- of demand and supply. Yield 
management works best with a 
service that is reserved in advance, 
so that early bookings can be used 
to gauge the price sensitivity of the 
mar 

The raal is to maximize the 
number  i if  customers   who  pur- 

Esther Dyson . ,i the 
newsletter Rel< 

chase at higher price levels as well 
as the number who purchase at all, 
instead of losing customers who 
find the average price too high and 
giving money away to customers 
who would pay more. 

Earlier this year James Makens 
& Associates, a marketing consult- 
ing firm in Winston-Salem, N.C., 
sponsored a conference on yield 
management. Only a third of the 
audience was from airlines. The 
rest came from other businesses, 
including car rental and hotel com- 
panies, even a blood bank and a 
resort condo outfit. 

The desire to optimize pricing 
has always been there; now busi- 
nesses have the technology in the 
form of improved data collection, 
improved data analysis and im- 
proved ability to manipulate and 
control price and availability 
through automated reservation 
systems. 

Yield management will become 
increasingly important as the coun- 
try makes the shift from a goods- 
based to a service- and rental-based 
economy, where skill in operating 
an asset becomes subsidiary to skill 
in allocating its use over time. Yield 
management is a way of bargaining 
statistically—psyching out the oth- 
er guy and making him a variety of 
offers until he bites, or waiting un- 
til he's really desperate, like the 
lawyer making a last-minute air- 
line reservation. 

All this demands a level of com- 
puter hardware and software that 
simply wasn't available a few years 
ago. Consider the complexities: A 
few dozen analysts at the largest 
airlines must price 10 million 
available flight segments in 40 dif- 
ferent fare classes, as often as once 
a day. Hotel rates aren't that com- 
plicated, but they're getting there. 

Having scored with its own air- 

line reservation system, AMR, the 
parent of American Airlines, has 
teamed up with Marriott, Hilton 
and Budget to create a reservation 
system that can be used on any- 
thing but airlines: hotels, car rent- 
als, cruises or vacation condos. 
Confirm-800, a telephone system 
that is part of this project, uses 
UNix-based software running on a 
Sequent computer (see story on 
page 275). Other parts of the Con- 
firm system will run on IBM main- 
frames or compatibles. 

Control Data offers Micro-Op- 
tix, a system that is targeted at 
regional airlines and can run on 
desktop computers. Unisys sells 
something called Airline Reve- 
nue Enhancement. Computerized 
Lodging Systems, in Long Beach, 
Calif., sells an artificial intelli- 
gence-based yield manager. 

For sure, consumer groups are 
likely to find fault with the con- 
cept. "Discriminatory" is an epi- 
thet that will be hurled. That it is. 
AT&T optimizes its revenues by 
giving rate cuts to heavy business 
users in a position to set up their 
own networks, while not offering 
the same deals to home users. By 
and large, however, consumers 
have nothing to complain about: 
The system gives vacation travel- 
ers cheap fares that airlines would 
never be able to offer but for the 
high-fare business travelers sitting 
next to them on the flight. 

The truth is that yield manage- 
ment gives breaks to those who 
need them most (as shown by their 
price-sensitive behavior), and ulti- 
mately will allocate resources 
more efficiently so that there will 
be more for all. And the computer 
that makes complicated pricing 
structures possible also gives the 
consumer the tools to fight back by 
seeking out bargains. 

The terminal on the travel 
agent's desk facilitates price shop- 
ping. Decide where you're going to 
vacation well in advance and wait 
for the day when the price on the 
screen falls to the low end of the 
range. Someday, perhaps, software 
will be available that enables the 
buyer to outpsych the seller. 
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The pin is mightier than the sword. 

This little pin played a big part in settling the great- 
est debate in the history of telecommunications: 

Which long distance company is best? The_Phone 
Company, AT&T? Or the Fiber Optic Network (FONSM) 
Company, US Sprint*? 

Phone Quality 
 vs.  

FON Quality 
The sound quality on our nationwide 100% digital 

Fiber Optic Network has become legendary 
In an independent study, 9 out of 10 people pre- 

ferred the sound quality of Sprint over AT&T In another, 
94 out of 100 people actually heard a pin drop—800 
miles away 

But Sprint quality doesn't stop with making your 
long distance calls sound better. On our Fiber Optic Net- 
work, your long distance faxes can also look better. And 
your long distance video conferences can have a cable- 
quality picture. 

Phone Savings 
 vs.  

FON 
FIBER OPTIC NETWORK 

FOR COMPlim JONl 

FON Savings 
AT&T recently made 

a big deal about rolling 
back their rates.What they 
didn't tell you is that Sprint still gives you the 
best overall savings. And now, anywhere in 

Interested in sampling fiber optic sound quality and saving money on every calling card call 

the world you can dial direct with KT&T, you can call 
with Sprint and save up to 5,10, even 15% on overseas calls. 

Phone Services 
 —vs.  

FON Services 
There are lots of good reasons to switch to our long 

distance business services. 
Whether your business spends as little as $120 or as 

much as $30,000 a month on long distance, whether you 
have one location or 200, Sprint's WATS services will 
save you plenty 

And what about incoming calls? With Sprint's 
FONLINE 800s" or Ultra 800;' businesses who use AT&T's 
800 READYLINE* or MEGACOM* 800 would save a 
bundle compared to what they're paying now 

And of course, every call on Sprint will be fiber 
optic perfect. 

Now that you know the difference between the 
Phone Company and the FON Company why would you 

want to take a chance on AT&T? Tb switch to 
Sprint, just pick up the phone and phone us. 

Or should that be, pick up the FON 
and FON us? Call 1-800-877-2000. 

And talk with the best. 

US Sprint 
Talk With The Best: 

Call us for a free Sprint FONCARD:' 1-800 877-2000. 

C1989 IS Spnni Communk alii ins Company Limited Partnership 
•I S Sprint B a registered trademark <if IS Sprint Communications Cnmpan) Limited Partnership. 



Science & Technology 
Edited by Gary Slutsker 

The world is about to get even smaller, 
thanks to a new generation of jet engines 
that will fly planes farther on less fuel. 

Denver to Seoul, 
nonstop 

By Howard Banks 

IN A WIND TUNNEL in Great Brit- 
ain, a fat jet engine model hangs 
from the wing of a scale model of 

an Airbus A320. Even tnough the 
Pratt & Whitney superfan engine is 
only a 2-foot-diameter mockup (the 

Airbus has a wingspan of just 10 feet), 
it is, reports Pratt's technical vice 
president William Webb, so far breez- 
ing through a battery of tests. 

Early in June, Pratt & Whitney will 
introduce at the Paris air show what it 
hopes will be the first design of a new 
generation of superefficient jets able 

to burn up to 15% less fuel than the 
current family of turbofans, while de- 
livering up to 15% more thrust. It's 
the opening move in what will prove 
to be a tough battle in the $8-billion- 
a-year jet engine business, with Gen- 
eral Electric and Britain's Rolls- 
Royce. Each player will have to invest 
a likely $2 billion up front developing 
its engine design. 

These new engines give the prom- 
ise of making air travel more conve- 
nient. As usual, it is the engines that 
pace airliner development. Aerody- 
namics and improved structures of 
the plane itself promise only small 
improvements. The superfan would 
enable designers to create smaller, 
twin-engined, longer-range aircraft— 
such as a stretched Boeing 767 and 
Airbus A330—for routes with insuffi- 
cient travelers to fill a 747 Jumbo. For 
the business traveler, this means 
more direct routes, like Denver to 
Seoul or Frankfurt to Perth, without 
having to change planes. 

Four years ago the superfan concept 
was talked about at air shows as a 
potential successor to the ubiquitous 
turbofan. Now the three major jet en- 
gine suppliers are racing to test their 
own versions of the superfan. The one 
thing the three major variations share 
is enlargement of the front fan, to 

Turbofan 

More power, less fuel 
Increasing the ratio of the front fan to the fuel- 
burning core from the 5 to 6 of today's turbofans 
(right) to around 15 will increase the thrust of 
these cowled ultra-high-bypass engines by around 
15%, while burning 15% less fuel. Pratt & Whit- 
ney's Superfan uses a single gear-driven fan, while 
Rolls-Royce's Contrafan proposes using two con- 
tra-rotating fans at the rear directly driven from 
contra-rotating turbines. Reversing the pitch of 
the fans will replace the braking provided by 
today's heavy and complex thrust reversers. 
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IE HAYES SMARTMODEM 1200.™ Perfect for the home office or 
len you have to bring the office home. 

IE HAYES V-SERIES SMARTMODEM 2400.™ With data compres- 
m delivers 4800 bps and beyond with error-control over dial-up 
es. PC-to-PC or PC-to-Host. 

THE HAYES SMARTMODEM 2400.™ Higher speeds for business. Plus 
the ability to go from PC to any synchronous or asynchronous Host. 

THE HAYES V-SERIES SMARTMODEM 9600™ Throughput of 19.200 
bps with error-control. PC-to-PC. PC-to-Host. Or PC-to-LAN. Over dial- 
up lines. © 1989 Hayes Microcomputer Products. Inc. 

NO ONE MODEM IS RIGHT FOR EVERYBODY. 
UNLESS IT'S A HAYES. 

At Hayes we make a number of different modems. Stand-alone and internal. No one is right for everyone, but 
one is right for you. 

Whether your communication needs are PC-to-PC. PC-to-Host. or PC-to-Network. we have the modem that 
will best address the specific tasks you need completed. 

And we have the perfect companion software, because we design 
it ourselves. Our Smartcom family of software offers a full range of 
capabilities that will satisfy the communication needs of both the 
power user and the novice. 

We've also created peripheral and enhancement products 
designed to expand your system and improve its overall performance.    ^^^ 

The sum of these products is a company that provides users total solutions to all their communication prob- 
lems. Using ordinary dial-up phone lines. 

So while it's not true that one modem is right for everybody, it may very well be true that one modem 
maker is. 

NiiuitnuKinnOMK) 

©Hayes" 

,For your nearest Hayes dealer, call 800-635-1225. Hayes Microcomputer Products. Inc., RO. Box 105203. Atlanta, GA 30348. Hayes, 
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CAN A BETTER 
IMAGE IMPROVE 

CUSTOMER SERVICE? 
BANK ON IT. 

Hasaloi 
Bank appraiser mails in photos of 

petty, plot plan andcomparables. 
Broker provides offer to purchase, 

preliminary title report, 
and POfS agreement by FAX. 

Credit information amves, ad\ 
to client portfolio. 

Actual Wang computer screens shown here. 
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U 'ire package - data, text, image - 
ty.to originating office via electronic 

, mail for committee approval. 
(\ ecision is made in half the time. 
U 's Integrated Imaging from Wang. 

Paper and patience. 

Until now, you couldn't process a loan 

application without them. 

But with Wang's Integrated Image System, you 

can now process a loan 

from start to finish right 

at your desk in half the time. 

WHS gives loan officers immediate access to all 

the information they need, where they need it, when 

they need it. 

With the press of a button up comes an image 

window, text window and data window. Simultane- 

ously. And it's integrated information. With your 

FAX machine. Your electronic mail. Your company's 

computer system. 

Wang's Integrated Image System. 

It will not only improve your image, it will 

improve your customer sendee. And you can take 

that to the bank. 

WANG 
MAKES IT WORK 

For more information,contact your local Wang Sales Office. 
Or write Wang Laboratories, Attn: Inquiry Service,M.S.014-03C,One Industrial Avenue, Lowell, MA 01851.© 1989 Wang Laboratories, Inc. 



Science & 
Technology 

increase the proportion of air that by- 
passes the fuel-burning core of the 
engine (see diagram, p. 284). Since the 
cold air produces an astounding two- 
thirds or more of the thrust, more 
bypass air equals greater power. 

Present engines on widebody airlin- 
ers have a bypass ratio of 5.5 to 6 and 
an overall diameter of just under 9 
feet. The new fat superfans take the 
bypass ratio up to 15 or 16 and widen 
the diameter to over 14 feet. Such an 
engine would be able to use a smaller 
core, which would account for the 
gains in efficiency. 

All three makers also propose to use 
a cowl, rather than the open blades of 
the propfan (FORBES, May 7, 1984). 
Cowls help cut down noise and also 
reduce the threat of structural fatigue 
by absorbing the high-frequency vi- 
brations created by the blade tips. The 
cowl will contain the debris from a 
blade failure, say from a bird strike, 
making it easier to mount these en- 
gines on the wings adjacent to the 
passenger cabin. One solution to the 
added weight and drag of cowls large 
enough to cover such enormous fans 
will be to keep them much shorter 
and thinner than existing ones. 

Pratt has already run wind tunnel 
tests on its design using a single row 
of blades at the front of the engine, 
driven via a gearbox. One problem 
here is devising a gearbox light 
enough to fly that's capable of han- 
dling 50,000-plus horsepower. There 
will also be a lot of heat to dissipate 
from the gearbox. Pratt's partner in 
this program, MTU, the jet-engine- 
making subsidiary of West Germany's 
Daimler-Benz, is studying a design 
that uses two contra-rotating rows of 
blades, also driven via gear boxes. But 
the added propulsion efficiency 
gained from two rows of blades will 
probably be ruled out by its complica- 
tion and extra weight. 

Rolls-Royce has chosen two contra- 
rotatnv IOWS of blades driven directly 
from a contra-rotating turbine at the 
rear of the c! -s similar to GE'S 
propfan with a cowl around the 
blaik says Rolls technical 
dim omes from 
elimi mpli- 
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will be able to eliminate the compli- 
cated thrust reversers used to aid 
braking on landing. They will reverse 
the pitch of the blades, in much the 
same way that propellor-driven air- 
craft have for years. The mechanism 
to do this will add its own complica- 
tion and weight but is not impossible, 
and Pratt's tests suggest it will give at 
least as good braking. 

Like Rolls-Royce, GE also is eager to 
avoid gearboxes. Instead, it may drive 
its front-mounted fans with a direct 
turbine drive, as in its propfan. This 
would be much easier to mount on 
the aircraft, but GE'S top engine man, 
Brian Rowe, admits that this would 
require a new larger-diameter core de- 
sign, adding significantly to costs. 

Engines with bypass ratios as high 
as 15 will not be ready for service 

until the turn of the century, so there 
could be an interim step, stretching 
the front fans of today's engines to a 
ratio of 8 or so. Such an engine could 
be needed to power Boeing's proposed 
stretch of the twin-engined 767, in- 
tended to enter service in 1994. In its 
eventual form this version of the 767 
could carry 350 passengers, up from 
today's 260, over a 7,000-mile range. 

Once upon a time, airline bosses 
like legendary Juan Trippe of Pan 
American went for any better-looking 
mousetrap. "These days, technology 
also has to make good economic 
sense," says Selwyn Berson, president 
of United Technologies' Pratt & 
Whitney commercial jet business. If 
the enginemakers can work out all 
the kinks, superfans will certainly fit 
the bill. But it'll take a while. ■ 

Inventor Bob Newton s backyard tinkering 
produced a racing tire that humbled 
mighty Goodyear on the stock car circuit. 

Great tires, 
blimp to come 

Focus on spora 

Hoosier tires at the /'is1) Daytona 500 
Having dominated for two decades, Goodyear isn't used to losing. 

By John Harris 

BALDING, BEADY-EYED Bob New- 
ton learned tires the country- 
boy way, as a 1950s dirt track 

auto racer who ran a small gas station 
and retread business on the side. For 
more than 20 years, Newton's Lake- 
ville, Ind.-based Hoosier Racing Tire 
Co. (estimated 1988 revenues, $20 
million) scuffed along, producing tires 

le small-time auto racing world. 

But then a funny thing happened on 
the big money Winston Cup stock car 
racing circuit. Last year, when Hoo- 
sier entered major-league stock car 
racing, its tires carried cars to victory 
in 9 races out of 29. That may not 
sound like much, but Goodyear Tire 
& Rubber Co., whose tires won all the 
other races, isn't used to losing. After 
two decades in which Goodyear rac- 
ing tires dominated auto racing's 
three big leagues—Formula One, Indi- 
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"Creativity demands more than a good idea.' 
—John C. Jay 

Creative Director, Bloomingdale's. 

When Bloomingdale's wanted 

to create a new vision of 

international style for their 

"Islands in the Stream" campaigi 

Creative Director John C.Jay 

looked to the Color Laser Copier. 

"In Fashion, sensibilities are 

shifting to a more sophisticated 

sense of color inspired by impres 

sionistic painters like Gauguin. 

The Color Laser Copier allowed 

us to capture this feeling and 

enhance our idea further." 

Flexibility and control were 

equally important. 

"Obviously Bloomingdale's 

had a lot of confidence in the 

technology. It allowed me to be 

creative yet still get reproduction 

true enough for customers to 

respond to the merchandise." 

Digital technology is the 

reason. By converting the origi- 

nals to electronic signals, perfect 

reproduction is assured, letting 

you manipulate color, enlarge 

up to 400%, and even modify 

the shape of your image with 

pinpoint accuracy. 

Or, in the words of John C.Jay: 

"It takes the right execution 

and the proper technology to 

turn an idea into reality..and 

with the Color Laser Copier, your 

creative dreams come true." 

Canon 
COLOR LASER COPIER 
Digital color makes the difference. 

For morr information, all toll free 1-800-OK CANON. 
Ot *mc Canon U.S.A . lot, PO Box 3500. Ptoria. IL 6I6M 
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anapolis   and   Winston    Cup—now 
Hoosier is putting up a good fight. 

Hoosier's stock car tires not only 
cracked Goodyear's grip on racing but 
actually forced the tire giant to pull 
out of two races entirely because of 
unsafe tires. "When we came on the 
scene, tires were 20 years behind the 
times," says Newton, who at 62 likes 
not only winning but also rubbing 
Goodyear's nose in it. "They may be 
big, but we work harder." 

At Goodyear, Newton's 
brand of boastfulness isn't 
considered particularly 
charming. "I want to get 
rid of him. That's my full 
intention," steams Leo 
Mehl, 53, Goodyear's di- 
rector of racing. Mehl 
wants Newton back in the 
bush leagues. 

At stake is much more 
than mere pride. Good- 
year, with 1988 revenues 
of $10.8 billion, is the 
world's largest tiremaker, 
and its estimated 26% 
share of the $15-billion-a- 
year U.S. passenger car 
tire market makes it first 
in original and replace- 
ment tires. To remain 
number one on the street, 
however, Goodyear 
thinks it must stay num- 
ber one in racing. "Racing 
is great, but not if you fin- 
ish second," says Mehl. 

But now puny Hoosier 
is making an  audacious 
bid to challenge Goodyear 
in the street tire market. 
Come this fall, General Tire Co., a 
unit of Continental A.G. of West Ger- 
many, plans to introduce a Hoosier 
brand radial passenger car tire. 

It's hard to imagine a starker con- 
trast than between these two compet- 
itors. Goodyear's racing division 
alone employs 600 people—triple the 
Hoosier payroll—in a modern, five- 
story Akron tech center graced by an 
elegant atrium and skvlight. Hoo- 
sier's headquarters and warehouse, 
situated in the front of Newton's 80- 
acre farm, -s a down-home yet super- 
secret opei. cry body 

hes in, i who 
mixes the rubber cornpo 
his wife 
side; and their lour \ 

Unlike Goody* 

earned a chemical engineering degree 
from West Virginia University, Bob 
Newton never even went to college. 
But in the 1960s, while he was re- 
treading tires in South Bend, Ind., 
Newton learned how to mix rubber 
compounds from a supplier, Mohawk 
Rubber Co. in Akron. As a reward for 
steering a lot of retread business to 
Mohawk, the firm made Newton-de- 
signed racing tires for minor-league 
car racing. By 1979 Newton had built 
his own plant to make tires. 

Newton's big break came in 1986. 
Threatened with a hostile takeover by 
Sir James Goldsmith, Goodyear was 
forced to retrench. One cost-cutting 
measure was to stop the promotional 

(.(ft-gorY GaymonI 

Hoosier's Bob and Joyce Newton 
"They're big, but we work harder." 

practice of giving away tires to stock 
car racers. Suddenly drivers accus- 
tomed to a free ride were having to 
pay upwards of $10,000 for tires used 
in a typical 500-mile race. 

The opportunity Newton spotted 
was to give racers a faster tire— 
matched specifically to each track— 
than they could get from Goodyear. 
His innovation was to use softer rub- 
ber compounds to make the plies, or 
layers of rubber-coated fabric, that 
make up so-called bias ply tires. 
These plies, in turn, are wrapped by 
cords that run diagonally across the 
tire from edge to edge. Newton won't 
say how he made his tires faster, but 
his blend of natural and synthetic rub- 
ber compounds produced better trac- 
tion, permitting higher speeds. Softer 

can also be weaker, and these tires 
constantly expand and sometimes 
rupture under the heat and stress of 
racing at upwards of 200mph. 

Goodyear tried to match Hoosier, 
but not without embarrassment. 
Mehl showed up with new tires for 
the World 600 Race at Charlotte, N.C. 
in June 1988, but the tires came apart 
under race conditions. Goodyear 
withdrew its tires, and then watched 
as many of Hoosier's tires blew up 
during the race, turning the event into 
a demolition derby. By the end of the 
1988 season, Goodyear had recovered, 
winning 12 of the last 13 races. 

Then, earlier this year, Goodyear 
brought out a radial tire made for 

heavy stock cars. Good- 
year had introduced radi- 
als for Formula 1 racing in 
1984 and for Indy cars in 
1985. Radials, which are 
stabilized by a stiff belt, 
last longer than bias plies, 
are more resistant to punc- 
ture and don't lose speed 
as they wear. Goodyear's 
first stock car radial was a 
dud. At the Daytona 500 in 
February, Goodyear with- 
drew after two drivers who 
used it careered out of con- 
trol on the track. Good- 
year's bias ply tires proved 
too slow, so the Daytona 
race was won by some- 
thing other than Goodyear 
tires for the first time in 20 
years. 

Goodyear responded 
quickly. By April a new, 
improved Goodyear radial 
was beating Hoosier bias 
plies. However, Mehl fig- 
ures it will take about 
three years and cost at least 
$10 million to complete 

     development. 
Will the radial replace the bias ply 

in Winston Cup racing as it has in 
Formula 1 and Indy car racing? No, 
insists Newton. He says radials are 
inherently dangerous beneath heavy 
stock cars, and vows he won't make 
one. Instead, he's developing a bias 
ply tire with a 17-inch-diameter 
wheel, which will cool the brakes, 
reducing heat that causes tire wear. 

Though the Hoosier-Goodyear tire 
war has given TV racing commenta- 
tors something to talk about, orga- 
nized stock car racing wants to limit 
speeds to prevent serious crashes. But 
don't tell that to Newton. This fight 
with Goodyear, he says, "will never 
be over. We're going to keep on doing 
the best we know how." 
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ADVERTISEMENT 1 

989 Forbes Spring Annual Report Advertising Section 

The companies whose advertising appears on the 
following pages want you to know more about their 
investment potential by making their annual 
reports available FREE to Forbes' readers. You are 
under no obligation. Simply circle the numbers 
of the companies that interest you on the postpaid 
reply cards provided. Forbes will forward your 
requests directly to the companies, and they will 
send you their reports. This is a simple way to 
learn about enormous investment potential. 
Please allow a few weeks time for processing. 

A. L. Laboratories, Inc. 
A. L. Laboratories, Inc., a multinational 
company, is one of the larger special- 
ized generic pharmaceutical companies 
in the U.S. The company develops and 
manufactures value-added, branded pre- 
scription and over-the-counter pharma- 
ceuticals and animal health micronutri- 
ents and feed additives, and sells these 
products to targeted specialty markets. 
In 1988, revenues were $236.4 million, 
an increase of 49% over 1987. Net in- 

ne was a record $8.8 million, an increase of 33%. Earnings per 
ire for 1988 were $0.87, compared with $0.73 per share in 1987. 

1 

AMP Incorporated 
Over 15% compound annual growth 
rate for over 30 years. Outlook good for 
continued growth. 9% of sales spent on 
RD&E. 

Sales 
(Mil) EPS Div. 

1988 $2,670 $2.96 $1.00 
1987 2,318 2.31 .85 
1986 1,933 1.52 .74 
1985 1,636 1.00 .72 
1975 410 .24 .12 
Steady Growth—through new products 

I markets.  Sales up  all  but 4 of 47 years.  80%   of sales 
:tronics-oriented. Broad Diversification—leading producer of 
:trical/electronic  connection   devices.   Over   100,000   types/ 
s; 100,000 customers. Subsidiaries in 26 countries. <-> 

4P-N.Y.S.E.) * 

Ameribanc 
Group 

I nvestors 

Income Per Share: 
43   Average Annual 
Increase 1981-1988 

^meribanc 
A.-nenl>anc investors Gnup 1988 Annual Repot 

Ameribanc Investors Group 
(NASDAQ: AINVS) is the hold- 
ing company for Ameribanc 
Savings Bank. With total assets 
of $1.3 billion and 37 retail of- 
fices, Ameribanc is Virginia's 
fifth-largest thrift, serving the 
prosperous markets of Washing- 
ton, D.C.'s Northern Virginia 
suburbs and the Hampton 
Roads (Norfolk and Virginia 
Beach) region. Principal activi- 
ties include retail thrift opera- 
tions, mortgage lending, con- 
struction and development fi- 
nancing and mortgage banking. 
In 1988, net income rose 25% 
to $10.2 million, or $1.60 per 
share. Over the last eight years, 
Ameribanc's income per share 
has increased at an average an- 
nual rate of 43%. 
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American Brands, Inc. 
American Brands, Inc. is a worldwide 
holding company with three core busi- 
nesses—tobacco products, life insurance 
and distilled spirits, and emerging core 
businesses in office products and hard- 
ware and home improvement products. 
Specialty businesses include golf and 
leisure products and optical goods and 
services. In 1988, revenues from con- 
tinuing operations were $12 billion, up 
19%, and net income equaled $5.84 per 
share, up 27%—both records. 

[AlMERICAN 
[M| EPICAL 

[TIECHNOLOGIES 

American Medical 
Technologies, Inc. 
American Medical Technologies, In 
(NASDAQ: AMOTC), through its ope 
ating subsidiary, VitalCare of Americ 
Inc., is in the home infusion therap 
industry. VitalCare has developed a pr 
gram of sophisticated intravenous ther 
pies, skilled nursing, therapeutic su 
port and pharmaceutical services for tl 
home healthcare market. Through i 
aggressive expansion and acquisitic 

program, VitalCare has established operation centers in TX, F 
CA, PA, NV, and in its first fiscal year established revenues 
$4.8 million. The healthcare industry in the United States 
estimated to reach $2.1 billion in 1989, and is growing betwee 
25% and 35% per year. 

American Business 
Products, Inc. 
American Business Products, Inc., is the 
nation's fifth-largest producer of printed 
business supplies, including business 
forms, envelopes and books, and related 
products. Sales in 1988 reached a record 
$358 million, the company's 50th con- 
secutive year of record sales. Over the 
past ten-year period, sales compounded 
at an annual rate of 10.4%, with net 
income growing at a compounded annu- 

al rate of 10.0%, and earnings per share growing at a compounded 
rate of 9.9% per annum. ABP has paid cash dividends consecu- 
tively since 1941 and has increased its payments to share- 
holders in each of the last 32 years. 5 

American President 
Companies, Ltd. 
American President Companies, Lt 
(APC) provides distribution and tran 
portation services for containeria 
freight within and between Asia 
North America through an intermod 
system combining ocean, rail, and tru< 
transportation. APC uses advanc 
technologies to increase customer 
internal productivity, and to add vah 
to the distribution package. 

_J^ American Exploration 
- 1 Company 

American Exploration Company's mis- 
sion is to provide high-quality, energy- 
related investments to institutions and 
individuals. During 1988, we actively 
pursued this mission by acquiring $260 
million of producing oil and gas proper- 
ties for our institutional and retail pro- 
grams at an average cost of less than 
$4.25 per barrel equivalent. Our objec- 
tive is to position American Exploration 

as the vehicle of choice for institutions and individuals seeking 
direct investments in oil and gas. 

Ameritech 
Ameritech is one of the nation's foi 
most information corporations. 
Ameritech Bell companies serve 12 i 
lion customers in Illinois, India 
Michigan, Ohio and Wisconsin. 
Ameritech Enterprise Group provid 
products and services in cellular coi 
munications, paging, lease financing, i 
rectory publishing, voice messag 
and audiotex. In 1988, Ameriteci 
earnings rose 4.1%, to $1.24 billion. 

American Express 
Company 

tomer-toLi: quaiit 
its Travel Related S 
Bank and Shearson Lehma 

American Express Company is a world 
leader    in    charge    cards,    Travelers 
Cheques and travel-related activities. It 
also provides financial planning, private 
banking,    securities    brokerage,    asset 

ent,  investment banking and 
BS.   Earnings for   1988 
i,   on   $23   billion  in 

reflected   continued 
.Mny's innovative, cus- 

8, provided through 
American Express 

Ameritrust Corporation 
(OTC/AMTR): Ameritrust Corporati 
is a $10.7 billion multi-bank holdi 
company headquartered in Clevelai 
Ohio with 223 branches in Ohio, In< 
ana and southern Michigan. Ameritni 
operates one of the largest trust depa 
ments in the United States. Our conti 
ued success will derive from emphai 
on the core businesses of corporJ 
banking, retail and trust. In 1988 dft 
dends were raised 12 percent for till 

26th consecutive year of dividend increases. 
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Atmos Energy 
Corporation 
Atmos Energy Corporation in 1988 re- 
ported record revenues and earnings. 
Dividend increases since 1984 have to- 
taled 40%. Atmos has made two non- 
dilutive acquisitions in the past three 
years, increasing its customer base 
65%. Atmos is one of the largest pure 
natural gas distribution companies in 
the United States, serving more than 
one-half million customers in Ken- 
tucky, Louisiana, and Texas. 

12 

The British Petroleum 
Company p.l.c. 
The British Petroleum Company p.l.c. 
is the parent company of one of the 
world's largest international oil and en- 
ergy groups. Key strengths are in oil and 
gas exploration and production, supply, 
marketing and technology. BP is the 
largest oil producer in the U.S. and has 
an unsurpassed position in the North 
Sea. Other activities include nutrition 
and coal. Today more than 40% of BP's 

fixed assets are in the U.S. Dividends have been paid to BP 
shareholders without interruption for more than seventy years. 
NYSE Symbol: BP 

16 

BFCE 
BFCE stands among the main French 
banks in providing to internationally 
oriented firms a full range of financial 
facilities and services, ranging from cor- 
porate lending or trade financing to 
treasury products and equity financing. 
Through its presence in the worlds 
largest money centers, BFCE is an ac- 
tive participant in currency or interest 
rate hedging as well as in all other 
treasury activities. In 1988, its balance 
sheet reached USD 43 billion. 

13 

Brush Wellman Inc. 
Brush Wellman Inc. is a leader in beryl- 
lium technology and a worldwide sup- 
plier of high-reliability-engineered ma- 
terials. We are a fully integrated produc- 
er and supplier of beryllium, beryllium 
alloys and beryllia ceramic. We also 
supply specialty metal systems and pre- 
cious metal products. Brush Wellman- 
engmeered materials have many appli- 
cations in the aerospace, defense, com- 
puter, electronic and telecommunica- 

tions markets. A strong commitment to research and 
development, modem processing facilities and a worldwide distri- 
bution network support the Company's product lines. 

17 

Baldor Electric 
Company 
Report highlights important competi- 
tive advantages that include a broad 
line of top-quality energy-efficient in- 
dustrial electric motors. Baldor stays 
"closer to the customer" by providing 
information that "is the best in the 
industry." 1988 sales and profits were 
up impressively, and the financial con- 
dition is very strong. For these and oth- 
er reasons, "we believe Baldor is back 
on the growth track." 

14 

CCNB Corporation 
CCNB Corporation, based in south-cen- 
tral Pennsylvania, is a one-billion-dollar 
holding company operating four subsid- 
iaries: CCNB Bank, N.A., the Gettys- 
burg National Bank, Chartier Life Insur- 
ance Company and CCNB Investment 
Co. High credit quality and innovative 
product development contribute to the 
success CCNB continues to experience. 
Earnings for the corporation have grown 
18% compounded annually over the 
last five years. 

18 

Bell Atlantic Corporation 
Bell Atlantic is a leading provider of 
phone systems for both voice and data 
applications, cellular communications, 
computer maintenance service and 
equipment leasing and financing. It is 
the 31st-largest corporation in the Unit- 
ed States. In 1988, Bell Atlantic generat- 
ed $11 billion in revenues and $3.5 bil- 
lion in cash flow for operations and 
investments. Earnings for 1988 were 
$1.8 billion on an asset base of $25 
billion. 

15 

CSX Corporation 
CSX Corporation, with assets of $13 
billion and 1988 revenue of $7.6 billion, 
is an international transportation com- 
pany which offers rail, container ship- 
ping, barging and trucking services, and 
has interests in real estate, resorts and 
technology. 

19 
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"imsmm CAM-NET 
CAM-NET (CWKTF NASDAQ! has po- 
sitioned itself for rapid penetration of 
the $88 billion North American tele- 
communications market. CAM-NET's 

I Northstar division recently secured con- 
jfajH tracts with corporate giants AT&T, US 

E Sprint and Boeing as well as the Federal 
Government of Canada. Beginning as 
Canada's first alternative long distance 
telephone company, CAM-NET now 
has well established operations in long 

distance service, systems engineering, satellite transmission and 
microwave bypass. The company posted over a 100% increase in 
gross profits in 1988 and is about to realize record earnings in the 
upcoming year. 

20 

Coachmen Industries, 
Inc. 
Coachmen Industries, Inc. is a lead 
full-line   manufacturer  of  recreatioil 
vehicles and related parts and suppl: 
with important interests in the modi, 
housing  and  emergency  vehicle 
kets.  For  1988,  Coachmen posted 
come of $3.9 million on sales of $4 

)^^^d million,   earning  $.52  per  share.  7| 
!   Company's recent decentralization p| 

gram has revitalized RV product line 
match consumer preference points, and fostered an entreprene* 
ial spirit. 

Centel Corporation 
Centel Corporation provides telecom- 
munications services throughout the 
country. The company has expanded 
from a telephone operating base to also 
become a leader in the rapidly expand- 
ing cellular communications field. Cen- 
tel Cellular serves 40 U.S. markets and 
is a limited partner in New York City 
and other major metropolitan areas. 
Stock trading symbol: CNT. 

21 

Coherent, Inc. 
Lasers   are   revolutionizing   scient 
medical and industrial markets, and ()i 
herent, Inc., a preeminent force in 
evolution of laser technology, is a lea| 
in all three of these markets. Foun<) 
in 1966, Coherent is the world's la 
public company in the laser busir 
and its products promise to have 
even more profound impact on our li jj 
in years ahead. 

Central Louisiana 
Electric Company, Inc. 
Central Louisiana Electric Company, 
Inc. is a nonnuclear electric utility 
headquartered in Pineville, Louisiana. 
Electric service to its 198,000 custom- 
ers is fueled by natural gas, coal and 
Louisiana lignite. No generating units 
are under construction and no new gen- 
erating capacity should be needed until 
the mid-1990s. In 1988, CLECO earned 
$3.59 per share and paid dividends of 

m 
CONTINENTAL COLD COM 

$2.29, thus continuing CLECO's record of dividend increases. 

22 

Continental Gold Corp 
Continental  Gold  Corp.  is  a  we 
nanced public company with the ob» 
tive  of  developing  large-scale 
projects within North America, 
agement has a highly respected 
record of successful mine developmd 
and is firmly committed to making 
company   an   unprecedented   succi 
Continental Gold Corp.,  with parti 
BP Resources Canada Limited, has 1 
cently made a world class gold-cop 

discovery in Western Canada with current contained gold 
serves in excess of 3 million ounces. Delineation drilling 
engineering for a major open pit gold development are in 
progress. The Company's shares trade on NASDAQ with 
symbol CNTVF. 

muhon shares . 
$6.00 per 
business venture 

Coach Investments, Inc. 
Coach Investments, Inc., a New York 
City firm, is the only public company 
in tlu  world that deals exclusively in 
postage stamps. Besides marketing and 

of  the  largest  and  most 
stamp inventories in the 

/'rent company, Intemation- 
' ire Corporation, runs a 

I it     stamp    exchange 
>tock market. In a 

y purchased two 
ntly traded at 

lucrative 

FORBES ANNUAL REPORT SECTIOI 
Take advantage of Forbes' Annual Report Advertising Secti<| 
appearing twice a year, to receive important investment inforl 
tion. Both the Spring and Fall editions feature convenient pi 
paid reader service cards, which enable readers to obtain anr| 
reports of their choice absolutely FREE. 
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Cupertino National 
Bancorp 
Located   in   the   heart   of   California's 
famed   Silicon  Valley,   Cupertino  Na- 
tional Bancorp is the parent of Cuperti- 
no National Bank. The bank serves a 
vital    community    that    includes    a 
healthy mix of large and small business- 
es, led by Apple and Tandem Comput- 
ers,    along   with   affluent   residential 
neighborhoods. Founded in May 1985, 
Cupertino National  achieved  its  first 

; 11-year profit in 1986. Last year, the bank had net income of 
j52,000 on total assets of $71.3 million, ranking it in the 95th 
Tcentile for return on beginning equity capital among 
alifornia's more than 400 banks. 

27 

Esselte Business 
Systems Inc. 
Esselte Business Systems Inc. is a lead- 
ing international manufacturer and 
marketer of Office Supplies, Graphic 
Arts Supplies, and Retail Supplies and 
Equipment. Sales for the Company in 
1988 surpassed $1.4 billion. The Com- 
pany's brand names are among the best 
known in their fields, including: Penda- 
flex®, Oxford®, Dymo®, Esselte®, 
Boorum & Pease®, and Dataline® in Of- 

fice Supplies; Letraset®, Nielsen®, Bainbridge®, and ITC in Graph- 
ic Arts Supplies; and Meto® in Retail Supplies and Equipment. 
Esselte Business Systems became a publicly traded company in 
September 1984. The Company's shares are listed on the 
New York Stock Exchange (Symbol: ESB) and the Stock- J1 
holm Stock Exchange. 

Diagnostic Products 
Corporation 
DPC is the world's leading independent 
manufacturer of immuno-diagnostic 
kits. Representing state-of-the-art tech- 
nology derived from immunology and 
molecular biology, these kits can mea- 
sure hormones, drugs and other medi- 
cally important substances present in 
body fluids and tissues at infinitesimal 
concentrations. They provide informa- 
tion vital to the diagnosis and manage- 

ent of thyroid disorders, diabetes, infertility, infectious diseases, 
d certain forms of cancer. In the five years ended in 1988, sales 
creased at a compounded growth rate of 28%, to $47 million. 
it income increased at a compounded growth rate of 
%, to $12.4 million. 28 

Fay's Drug Company, 
Inc. 
Fay's is a diversified specialty retailer. At 
fiscal year end, the Company was operat- 
ing 147 super drugstores, 6 bantam drug- 
stores, 16 Wheels Discount Auto Supply 
stores and 14 discount office supply, book, 
party supply and greeting card stores un- 
der the name The Paper Cutter. Net in- 
come for the year ended January 31, 1989 
increased 68%, to $10 million, on sales of 
$526.6 million. 

32 

DW1SEN 
CORPORATION 

Dyansen Corporation 
Dyansen Corporation is one of the na- 
tion's leading retailers of fine art as well 
as the largest retailer of limited edition 
sculpture in the world. The company 
operates eleven galleries in prime loca- 
tions of major tourist destinations and 
is embarking on a broad expansion pro- 
gram. Dyansen outperforms several in- 
dustry averages, including average sales 
per square foot, average sales per gallery 
and same store sales growth. 

29 

Federal-Mogul 
Corporation 
Federal-Mogul Corporation, headquar- 
tered in Southfield, Michigan, is a man- 
ufacturer and worldwide distributor of 
products ranging from precision parts 
for the transportation, farm equipment, 
construction and manufacturing indus- 
tries to aerospace and electronic compo- 
nents. Shares of this billion-dollar cor- 
poration are traded on the New York 
and Pacific Stock Exchanges. 

33 

Engelhard Corporation 
Engelhard Corporation (NYSE: EC) 
made a number of significant decisions 
in 1988 geared for the long-term growth 
of its catalysts, pigments and additives 
and engineered materials businesses. A 
major acquisition, global expansion and 
new product introductions enabled En- 
gelhard to expand its product lines, en- 
ter new markets and extend the reach of 
its value-added technologies. 

30 

Financial Trust Corp 
One of the highest-performing multi- 
bank holding companies in the nation, 
Financial Trust Corp conducts a general 
commercial banking and trust business 
through its three banking subsidiaries 
located in southcentral Pennsylvania. 
With assets of $572 million, 1988 net 
income of $9.63 million resulted in a 
return on average assets of 1.75% and a 
return on average equity of 16.43%. 

34 
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RightSafety 
International, Inc. 
Earnings and revenues continued at rec- 
ord levels for FlightSafety International 
(FSI-NYSE) in 1988. Earnings rose 20 
percent, to $50,014,000, equal to $1.48 
per share, from $41,813,000, or $1.24 
per share in 1987. Revenues increased 
34 percent to $182,732,000, from 
$135,934,000 in 1987. The Company 
provides high technology training to op- 
erators of aircraft, ships, electrical utili- 

ties and steam generating and processing plants at learning cen- 
ters in the U.S., Canada and France. 

35 

Hailey Energy 
Corporation 

327,900% Growth 
FIECC is one of the fastest-growing o: 
companies based on oil and gas conce; 
sion and lease holdings, which ii 
creased from 5,228 acres in 1985 
17,148,000 acres in 1989. This spectaci 
lar growth includes top-quality acreag< 
50% of which adjoins Australia's bloc 
with the largest onshore productio 
along a 200-mile joint boundary. HEC'1 

operates 43 wells and has a pipeline in the U.S. Phone numbe, 
915/676-8529. 

Georgia-Pacific 
Corporation 
Georgia-Pacific Corporation, one of the 
world's largest paper and building prod- 
ucts companies, posted another record 
year in 1988. G-P generated $865 mil- 
lion in cash and invested $1.6 billion in 
capital projects, acquisitions and an ag- 
gressive stock repurchase program. A 
key factor in Georgia-Pacific's perfor- 
mance has been the growth of the pulp 
and paper business which, for the first 

Health Images, Inc. 

time, outearned building products for the year. 

36 

Health Images, Inc. (NASDAQ: HIMCfl 
is the nation's leading provider of fixe 
site, outpatient magnetic resonance i 
aging ("MRI") services. 

Net revenues for 1988 increas 
91%, to $23,154,300, and the Compa: 
achieved record net income and positi 
cash flow levels. 

Presently operating 14 clinic 
Health Images has 7 new clinics und 
development and construction and al 

operates a rapidly expanding diagnostic imaging equipment mail 
tenance service. 
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GOLDEN TRIANGLE 

ROYALTY & OIL   INC 

'BBS ANNUAL  REPORT 

Golden Triangle Royalty 
& Oil, Inc. 
Combined potentials exceeding 19,000 
BOPD were discovered on ATP 299P in 
Queensland, Australia, just one of 19 
concessions covering more than 
74,000,000 gross acres under which 
GTRO holds overriding royalty inter- 
ests. Purchased interests in 90 U.S. pro- 
ducing properties in 1988. GTRO has 
no debt and uses conservative royalty 
approach to the oil and gas business. 
NASDAQ symbol: GTRO 
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Hilb, Rogal and 
Hamilton Company 
HRH is the twelfth-largest insurancj 
agency in the United States, with 2, 
offices in 12 states, primarily in the Sul 
Belt. Since its inception in 1982, HR| 
has more than tripled in revenues ail 
has increased earnings and earnings pi 
share each year of its existence. HR| 
provides a full line of insurance sel 
vices, including employee benefits a|f 
ministration, to its clients, and is con! 

mitted to achieving superior results for its clients, shareholde 
and employees. 

Granges Exploration 
Ltd. 
Granges (CXL: AMEX; TSE; London), a 
middle-uer, low-cost gold producer with 
mines throughout North America, is 
headquartered in Vancouver, B.C. Gran- 
ges' mines include the Crofoot/Lewis 
heap leach facility near Winnemucca, 
Nevada, the Tartan Lake Mine and the 
polymetallic Trout Lake Mine, both 
near Flin Flon, Manitoba. In 1988, 
Granges' gold output more than dou- 

bled, to 68,500 ounces, \9W output is expected to exceed 100,000 
ounces. Granges maintains an active profile throughout the conti- 
nent with its seasoned exploration team. The Company's most 

HON Industries 
This office furniture industry leader h« 
record sales from continuing operatior 
of $532 million in 1988. Net incon 
was up 10%, to $25.8 million, wit 
income per share up 17%, to $1.3 
HONI has paid 136 consecutive quarte 
ly dividends; the current rate is $0. 
per share. Twenty year compounded 
nual growth rates: sales 19%, net ii 
come 18%, book value 18%, cash divf 
dends 16%. Member NASDAQ. 

promising  new  project  is  at  Mishibishu  Lake,   Ontario, 
presently one of Canada's more significant gold plays. 38 
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Horizon Gold Shares, 
Inc. 
Horizon Gold Shares, Inc. is an 
OTC/NMS gold mining company with 
two producing mines in Nevada. Pro- 
duction averages 2,000 ounces of gold 
per month from these two projects. In 
September 1988, Chevron Resources 
agreed to a joint venture and private 
placement with Horizon. Chevron may 
spend up to $15 million to earn a 50% 
interest in each of Horizon's two oper- 
ating mines. 

43 

Imo Industries Inc. 
Imo Industries Inc. is a leader in select- 
ed markets for analytical and optical 
instruments, electronic and mechanical 
controls, and engineered power prod- 
ucts, and their support services. 
Through integrated design, manufactur- 
ing and marketing efforts, IMO provides 
high-quality proprietary products and 
services to industrial and defense cus- 
tomers worldwide. Sales in 1988 were 
$687 million, cash flow was $43 mil- 

lion, and net income increased 41%, to $28 million. 
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IC 

House of Fabrics, Inc. 
House of Fabrics, Inc. posted the high- 
est net income in its history for the 
fiscal year ended January 31, 1989. Net 
income totalled $11,361,000, equal to 
$1.69 per share, as compared with 
$10,501,000, or $1.58 a share, in the 
year earlier. The Company's 4th quarter 
also set an all-time earnings record at 
$4,725,000, or $.70 a share, compared 
with the previous year's $4,334,000, or 
$.64 a share. 

44 

Ivaco Inc. 
Ivaco is one of North America's largest 
steel producers with annual steelmak- 
ing and rolling capacity in excess of two 
million tons. It is a major manufacturer 
of finished steel products produced from 
hot rolled wire rods, in addition to plas- 
tic/concrete/iron pipe, paper machine 
clothing, coppermetals and other prod- 
ucts. It also fabricates and erects struc- 
tural steel in both Canada and the U.S. 
Ivaco had sales of Cdn. $2.2 billion and 

earned $51.5 million from continuing operations in 1988. Listed: 
Toronto and Montreal. 
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Houston Industries 
Incorporated 

ieJdend 

NYSE: HOU 
Houston Industries is a holding compa- 
ny with 1988 revenues of $3.6 billion 
and assets of $10.2 billion. Hi's princi- 
pal subsidiary, Houston Lighting & 
Power Company, is the nation's eighth- 
largest electric utility. KBLCOM Incor- 
porated, Hi's cable television subsidiary, 
ranks among the top 15 U.S. television 
companies. HI has paid a quarterly divi- 

for 67 consecutive years and currently yields over 10%. 
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JWP Inc. 
JWP is the premier technical services 
company in the U.S., specializing in 
high technology systems and services. 
In the year ended December 31, 1988, 
revenues increased by 45%, to $925 
million, and earnings increased by 25%, 
to $27.8 million, representing the Com- 
pany's eighth consecutive year of record 
results. 

49 
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Image Entertainment, 
Inc. 
Image Entertainment, Inc. is the largest 
independent licenser and distributor 
of laser videodiscs—the fastest-growing 
segment of the consumer electronics in- 
dustry. Over the past three years sales 
have increased by 650%, growing to re- 
lease of over 60 new motion picture 
titles per month. As a new wave of laser 
videodisc/compact disc combination 
players are Introduced by Sony, Pioneer, 

Yamaha, Philips, NEC and Magnavox, laser video li guaranteed to 
be the video/audio format of the future. 
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Kaufman and Broad 
Home Corporation 
Celebrating six consecutive years of rec- 
ord revenues and earnings, in 1988 
Kaufman and Broad Home Corporation 
had the highest profits of any home- 
builder in the United States for the sec- 
ond year in a row. The Company ended 
1988 with a five-year compound growth 
rate of 33.2% in revenues, 31.0% in net 
earnings and 26.0% in equity, 

50 
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KeMy Services, Inc. 
Keily Services, Inc., through Kelly Tem- 
porary Services, provides temporary 
help in the areas of office clerical, light 
industrial, marketing, technical support 
and through Kelly Assisted Living, 
home care for the elderly. The nation's 
largest temporary help company, Kelly 
Services reported record sales and earn- 
ings in 1988 of $127 billion and $60.3 
million, respectively. In 1988, the com- 
pany expanded operations, with 66 new 

offices throughout the U.S., Canada and Europe, and acquisitions 
in Australia. Kelly's leadership in developing innovative training 
for new workplace technology and specialized recruitment pro- 
grams is highlighted. 
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The Lamson & Sessions 
Co. 
1988 was a very good year for the Lam 
son & Sessions Co., with record salesj 
and  net  earnings.   Results  reflect  tha 
successful integration of a major acquil 
sition and the completion of a numbej 
of divestitures. Management is now fc 
cused on strategic plans to broaden th< 
company's  technical  competence,  ad< 
to its line of thermoplastic industrial 
construction  products  and  transporta 

tion products, expand existing markets and develop new markets 

Net sales 
Net earnings 
Fully diluted earnings per share 
Shareholders' Equity 

1988 1987 
$388,165 $ 340,359 

26,897 9,775 
$2.08 $.94 

83,574 56,288 

Kemper Corporation 
A diversified financial services compa- 
ny, Kemper Corporation has subsidiar- 
ies in life insurance, investment ser- 
vices, reinsurance and property-casualty 
insurance. Kemper's business spectrum 
continues to evolve. A proposed realign- 
ment is designed to increase its propor- 
tion of sales and earnings from life in- 
surance, investment services and rein- 
surance; boost returns on equity and 
increase stockholder value. A NASDAQ 

National Markets System company,  Kemper is seeking NYSE 
listing. 
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MBIA 
MBIA is a leading municipal bond in 
surer. After 13 successful years as a: 
association, it converted to corporat 
form in 1986. In mid-1987 MBIA wen 
public and has since recorded 8 quartei 
ly year-to-year earnings increases. Ne 
income rose 24 per cent in 1988. Absei 
significant losses, MBIA should be wel 
insulated from business downturns b 
earnings from its unearned premium re 
serve and investment portfolio. 

Knight-Ridder, Inc. 
Knight-Ridder, Inc., is a $2.1 billion 
worldwide communications company 
engaged in newspaper publishing (30 
daily papers], an array of business infor- 
mation services, cable television opera- 
tions and newsprint production. Knight- 
Ridder touches the lives of more than 
100 million people in 89 countries each 
day with its news and information ser- 
vices. Knight-Ridder common stock is 
traded on the NYSE under the symbol 
KRI. 
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Masco Corporation 

Lafarge Corporation 

"A Unique Consumer Piodu\ 
Growth Company' 

Masco Corporation has repor 
32 consecutive years of ear 
increases.   Sales   and   ear 
have increased at average an 
al compound rates of appro^ 
mately 20 percent. 

Send for our 1988 Annual Tl 
port to learn why, we beliel 
Masco's earnings will continl 
to grow at an average annil 
rate of 15 to 20 percent annul 
ly over the next five years, wi| 
our sales in 1993 approxir 
$5 billion. 

Lafarge  Corporation   is  one  of  North 
America's largest producers of cement 
and related products. It operates 13 full- 
production cement plants, with a com- 

nual rated capacity of 11 mil- 
elemented by six grinding 

d  four deep-water ocean lm- 
Lafarge is also a signifi- 

concrete-based   con- 
5, particularly in Can- 

Ived   in    the 
conversion of was. 

54 



AUVbHIIStMtNl y 

Masco Industries 

pi4.1 
•. .1. ■ 

MASCO INDUSTRIES 
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"A Unique Industrial Growth 
Company" 

Masco Industries is a technol- 
ogy-based company whose cor- 
porate objective is to achieve 
above-average growth by utiliz- 
ing our design, engineering and 
manufacturing skills to develop 
innovative processes and prod- 
ucts for an expanding number 
of markets. 

Our objective is to increase 
earnings per common share, on 
average, at least 20-25 percent 
annually, and thus to establish 
Masco Industries as a unique 
industrial growth company. 
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NYNEX 
In just five short years, NYNEX has 
grown from a regional supplier of tele- 
communications services to a multi-fac- 
eted global leader in the information 
industry with an international family of 
companies totaling $25.4 billion in as- 
sets. Today, our New York Telephone 
and New England Telephone subsidiar- 
ies provide advanced network services 
to most of the Northeast and our ten 
other operating companies have become 

pioneers in the development of innovative business and informa- 
tion services, office systems, software and publishing services. For 
the challenges of the information age, the answer is NYNEX. 
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• Favorable fuel mix: 
hydro and alternates. 

New England Electric 
System 
A public utility holding company with 
subsidiaries serving customers in Mas- 
sachusetts, Rhode Island and New 
Hampshire. 
• 1988 rate settlement reduced finan- 
cial uncertainties. 
• Paid 166 consecutive dividends. 
• 5.9% KWH sales growth in 1988. 
• Lowest-cost provider of electricity 
among major utilities in each state 
served. 

44%  coal; 28%  oil;   15%  nuclear;  13% 
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Mellon Bank 
Corporation 
Mellon Bank Corporation made good 
progress in 1988. The Corporation im- 
proved financial performance, increased 
revenues and decreased expenses, at- 
tained solid performance in many of its 
businesses, and improved its overall 
credit quality. The most significant ac- 
tion was an asset disposition/equity 
capitalization program that enabled the 
Corporation to shed problem assets 
while strengthening its capital base. 
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NORD Resources 
Corporation 
Growth in demand and higher prices for 
Nord Resources Corporation's primary 
industrial minerals, rutile and kaolin, 
are leading Nord into another growth 
cycle. Record production in 1988 and 
higher prices for 1989 are expected for 
rutile, which is used in the manufacture 
of paint pigments. Nord Kaolin, which 
produces a white clay used in paper 
coating, is expected to benefit in 1989 

by the introduction of high value added products and market 
diversification. Growth in Nord's industrial mineral sector is 
complemented by earnings generated through its investment in 
gold production and exploration in Australia and the Pacif- 63 
ic Rim. 

Minnesota Power 
A colorful, informative report empha- 
sizing customer service at Minnesota 
Power and describing its subsidiaries. 
Minnesota Power provides electric ser- 
vice in central and northeastern Minne- 
sota, where renewed vitality in iron ore 
production and expansion of the forest 
products industry are the basis of a 
strong, balanced regional economy. A 
leader among diversified utilities, Min- 
nesota   Power  has   ventures  in  paper 

nufacturing, coal mining, natural gas, water and wastewater 
Jtment services. 

_ 
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■gj Norfolk Southern 
Corporation 
Norfolk Southern Corporation, "The 
Thoroughbred of Transportation," is a 
Virginia-based holding company that 
owns all the common stock of and con- 
trols two major operating railroads, 
Norfolk and Western Railway Company 
and Southern Railway Company, and a 
motor carrier, North American Van 
Lines Inc. Increases in traffic, higher 
revenue yields and cost reductions re- 

sulted in record net income of $635 million in 1988. 
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Northeast Utilities 
Northeast Utilities |NU) is one of the 
largest utilities in the country and the 

st in New England. In  1988, NU 
found  itself  involved  in  a  match  for 
survival in the increasingly competitive 
energy market place. NU is well posi- 

f tioned for success in this new environ- 
fcfe; i ment with a surplus of economic capac- 

I ity that it can market in a region of the 
d country—New England—which is seri- 

es - - : A ously short of capacity. Sales of surplus 
capacity will benefit both shareowners and customers of NU, 
while at the same time ensuring adequate supplies of electricity 
for all New England residents. In addition to strengthening its 
core electric business and improving financial perfor- 
mance, NU's business strategy includes widening its gg 
geographic and business boundaries. 

"VHe know our strategy 
is sound. It has 
been teaed We know 
we're well poised 
forihe "90s. 

ANNUAL 
REPOWT 
Kft» 

PP&L 
PP&.L provides electric service in CenB 
tral Eastern Pennsylvania. Earnings pel 
share in 1988 were $3.73, up from $3.2:1 
a year earlier. The dividend has beer 
increased every year since 1979, and thill 
company plans to continue its consisB 
tency in annual dividend increases. Th 
annual   common   stock   dividend   rat 
was raised to $2.86 per share in 1989 
PP&L  has  paid  common   stock  divi 
dends continuously since 1946. 

6< 

Numac Oil & Gas Ltd. 
Numac, a Canadian natural resources 
Company listed on the Toronto and 
American stock exchanges (NMC), is 
actively engaged in the search for crude 
oil and natural gas reserves in Western 
Canada. At year-end, the Company had 
crude oil and liquids reserves of 19.4 
million barrels and natural gas reserves 
of 229 billion cubic feet. During 1988, 
daily production averaged 5,175 barrels 
of crude oil and liquids and 12.3 million 

cubic feet of natural gas. Future objectives include the develop- 
ment of the Company's substantial volumes of shut-in natural 
gas reserves. Numac also has significant interests in heavy oil and 
uranium. __ 
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PacifiCorp 
A diversified electric utility, PacifiCorB 
(NYSE, LSE: PPW) derives nearly 40 pel 
cent of its $3.5 billion in annual revel 
nues from nonelectric sources. Its elecl 
trie utility operations, through Pacini 
Power and Utah Power, provide servjcl 
to 1.2 million customers in seven wesA 
em states. Nonelectric businesses irl 
elude NERCO, a coal, silver and gol A 
mining as well as natural gas and oil 
subsidiary; Pacific Telecom, a teleconl 

munications subsidiary with local, long-distance and internatiorl 
al services, and financial services, engaged in commercial leasinM. 
and lending. 1988 EPS: $3.46—up 9 percent from 1987. Annujl 
dividend: $2.64. 

Overseas Shipholding 
Group, Inc. 
OSG, one of the world's largest bulk 
shipping companies, is engaged in the 
ocean transportation of liquid and dry 
bulk commodities. It owns and operates 
a fleet of 58 vessels, aggregating 5.3 
million deadweight tons (dwt), and has 
on order 10 newbuildings, totaling 1.2 
million dwt. OSG's strong financial 
condition and the prospects for the bulk 
shipping markets are detailed in the 
Company's Annual Report. 
(NYSE, PSE: OSG) 

67 

Phillips Petroleum 
Company 

01 O'HAKA I.I v>i Ki is LTD 

O'Hara Resources Ltd. 
O'Hara Resources Ltd.—NASDAQ list- 
ing approved—California production 
imminent. Vancouver, B.C.—O'Hara 
Resources Ltd., Symbol: (NASDAQ: 
OH RAF) is an exploration and develop- 

t company with gold properties in 
ind the United States. O'Hara 

ts asset base to approxi- 
Fifteen Million Dollars 

I 000) through the acquisition of 
equipnv.nt ... I M>und properties. The 

company now intends to increase shar value through cash flow. 
To Receive a Corporate Profile Call j 04) 6S>-3700 (collect) Or 
Ask Your Broker to Request Our VIIK >ur Viewing. 
1405-750 West Pender Str< • r,ada 

Phillips    enters    1989   ha 
achieved one of the most 
matic turnarounds in the pe 
leum industry. 

The main reason for Phillip] 
performance: superior integt| 
tion that enables the compan 
to produce more higher-valil 
products—like gasoline ai 
plastic pipe—per barrel of ra 
materials than most major p 
troleum companies. 

The company's 1988 annu 
report highlights Phillips' 
fold increase in earnings; its ii 
pressive share-price appreci 
tion; its record downstream pt 
formance; its 142 perce 
replacement of reserves; 
more. 

V6C 2T8—FAX (604) 685-9478. 68 7 
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Pier 1 Imports, Inc. 
Pier 1 is the nation's largest specialty 
retailer of directly imported wicker and 
rattan furniture, decorative home fur- 
nishings and accessories and other spe- 
cialty items for the home through its 
450 retail stores in North America. 
Sales and net income have grown dur- 
ing the past four years at a compounded 
annual rate of 27% and 37%, respec- 
tively, through store expansion and re- 
positioning the merchandise mix and 

ore   layouts.   Such   repositioning   emphasizes   higher   quality 
ems, appealing to a more upscale customer, and includes broad- 
selections of wicker and rattan furniture and decorative home 

imishings. Products are presented in a casual, sensory 
I ivironment, reinforcing the romance of the merchandise      -*t\ 
id encouraging self-expression by our customers. 

Public Service Company 
of Colorado 
Colorado's largest electric and gas utili- 
ty serves 75% of the state's 3 million 
population. Investment benefits include 
a 9.5% dividend yield and 5.5% price 
appreciation in 1988, strong capitaliza- 
tion structure, high internal cash gener- 
ation, good earnings quality, and no 
power plants under construction. The 
Company pays a $2.00 dividend and has 
an open-market dividend reinvestment 
program. 
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PLY GEM Industries, 
Inc. 
PLY GEM (AMEX: PGI) is a national 
manufacturer and distributor of special- 
ty products for the home improvement 
industry. It is our goal to maximize 
stockholder value by pursuing a niche 
marketing strategy in key segments of 
this recession-resistant industry. Stock- 
holders' equity surpassed the $100 mil- 
lion mark in 1988 and our ROE was 
17%.   Rapid  internal  growth  by  PLY 

'EM's entrepreneurial companies and a successful acquisition 
ogram have produced compound annual growth rates of 37% in 

• les and 51% in earnings since 1982. 
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Questar Corporation 
Questar Corporation is a regional ener- 
gy company with a distinctive business 
mix that provides consistent returns 
with opportunities for growth. The 
company engages in natural gas distri- 
bution, interstate gas transmission, oil 
and gas exploration and production, and 
other activities. Questar has paid over 
177 consecutive dividends. The 1988 
report highlights the bright prospects of 
natural gas as an environmentally pre- 
ferred fuel. 
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Portland General 
Corporation 
PGN . . . N 
Portland General Corp. (NYSE-PGN) 
owns subsidiaries in electric services, 
real estate, and financial services. Its 
flagship subsidiary, Portland General 
Electric Co. (PGE), serves 552,000 retail 
electric customers in an area including 
Portland, which Newsweek magazine 
rated one of the nation's 10 best cities. 
In 1988, Portland General earned $2.11 

r share—a 25% increase over 1987 operating results—and paid a 
/idend of $1.96 per common share. 
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Republic Pictures 
Corporation 
Republic Pictures owns and distributes 
one of the largest independent feature 
film libraries, consisting of over 1,000 
classic films and television series, 
worldwide to television stations and on 
videocassette. Republic also produces 
and distributes network television mov- 
ies and series, owns and distributes the 
popular CBS television series "Beauty 
and the Beast," winner of three Emmy 

Awards. The Company recently formed a $60 million joint ven- 
ture with United Artists Communications, Inc. to develop and 
produce television programming, and reported record reve- 
nues in 1988 of $52 million, up 85% over 1987. 78 

PREMIER 
INDUSTRIAL 
CORPORATION 

o 
1988 
Annual 
Report 

Premier Industrial 
Corporation 
In 1989, Premier expects another record 
year. This will be our 28 th in the last 
30 years. We are a leader in the distribu- 
tion of electronic components, and we 
supply innovative, quality products to 
the industrial maintenance and fire- 
fighting markets. Dividends have been 
raised for 14 consecutive years, during 
which time the dividend has increased 
900%. (NYSE: PRE) 
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SNET 
SNET is an independent telecommuni- 
cations company that supplies advanced 
network services, information manage- 
ment systems, and communications 
equipment to 1.5 million Connecticut 
customers. Our primary business focus 
is meeting the needs of an affluent, 
growing customer base with excellent 
service and innovative products. We of- 
fer diversified telecommunications ser- 
vices, including cellular mobile phone 

service and high-speed voice, data and video transmission via our 
fiber optic network. Serving one of the largest concentrations of 
Fortune 500 companies in the nation, we ha ve increased our 
dividend in each of the last 11 years. In 1988, we generated 
nearly $1.6 billion in annual sales and revenues. yg 
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Protecting healthcare workers can be a 
profitable investment. The Safety-feet® 
Integrated Safety Needle System pro- 
tects healthcare workers from acciden- 
tal needle-stick injuries and the trans- 
mission of infectious diseases like Hep- 
atitis B and AIDS. With over 1.5 billion 
needles used per year and 800,000 nee- 
dle-stick injuries, Safety-Ject offers hos- 
pitals a low-cost solution to reducing 
the risk and subsequent financial liabil- 

ity associated with needle-stick injuries. For more information, 
please call or write: Bette Geddes, Safety-Ject Medical Products 
Ltd. #650-999 Canada Place, Vancouver, B.C., Canada, V6C 3E1. 
Telephone (604) 689-1659. Vancouver Stock Exchange; 
MHN.V. Trading under Manhattan Mineral Corp. until Q/\ 
Regulatory authorities approve name change. 

earnings per share $3.53; dividends $2.48. 

Southwestern Bell 
Corporation 
Southwestern Bell Corporation's famil) f 
of growing companies provides commu-1 
nications products and services to cus-| * 
tomers on a regional, national and inter 
national basis. We're at the forefront o 
the fast-growing cellular and paging ser 
vices business and our telephone com 
pany is a leader in bringing high-teel 
network services to market.  1988: as 
sets $21.0 billion; revenues $8.5 billion 

8< 

Safety-Kleen Corp. 
In 1988, Safety-Kleen's net earnings 
grew 20.7%, marking the eighteenth 
consecutive year of earnings increases 
in excess of 20%. The Company's mis- 
sion is to become the world's largest 
reclaimer of hazardous and quasi-haz- 
ardous automotive and industrial fluids. 
1988 Sales $417,174,000; Earnings 
$42,330,000; EPS $1.27. (NYSE: SK) 

Tel ef I ex Incorporated 
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For  the   fourteenth   consecutive   ye 
revenues reached record levels, adva 
ing 21 percent over 1987, to $328 
lion. Net income increased 22 percent 
to $24 million. EPS grew 24 percent, 
$2.22. Over the past ten years, the con 
mon stock price has increased at a con 
pound rate of 27 percent, and the avei| 
age ROE has been 21 percent. Teleflef 
is an applications engineering and mar J 
ufacturing   company   serving   divers} 

markets with proprietary control products, medical devices an] 
coatings and repair services, worldwide. 

8! 

A. Schulman, Inc. 
The Company is one of the world's 
premier suppliers of custom compound- 
ed plastic materials. These quality 
materials are used by customers in 
the manufacture of a broad range of 
high-performance products, including 
packaging, industrial and automotive 
components, electronic and electrical 
equipment, kitchen appliances and rec- 
reational goods. A. Schulman produces 
and markets its plastic compounds, 

concentrates and additives internationally. In 1988, both sales 
and net income were at record levels, with net income achieving 
its sixth consecutive year of record performance. 
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Telephone and Data 
Systems, Inc. 
Telephone and Data Systems ("TDS") 
a rapidly growing, diversified tele( 
munications company operating 73 t< 
phone companies, serving 240,000 
cess lines, in 25 states. The Comp; 
27 cellular systems serve 17,800 
lar phones and its 31 radio paging 
tems serve over 127,600 pagers. TD! 
dedicated to providing high quality 
vice to customers and good earnings 
shareholders. 

183.S 
(407) 287 

Seacoast Banking 
Corporation of Florida 
The latest independent bank in Ameri- 

fastest growing  market,   Seacoast 
INASOAQ;   SBCFA)   has   substantially 

1  m.irket share. Strongly capi- 
:d, Seacoast is pursuing an aggres- 

policy while maintaining 
to high profitability. In 
had a 1.02% ROA and 

Since 1982 total 
>' 132.5%; net loans, 

Stuart, FL 34995/ 
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I 
Transamerica 
Corporation 
Transamerica Corporation's mission 
to be the premier provider of specialize 
financial and insurance services. 1 
1988, we achieved record operatii 
earnings while consolidating our I 
nance businesses into the nation 
third-largest independent finance COB 
pany. Our 1988 annual report detai 
our corporate strategies and the issu' 
and opportunities facing us. 

8 
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U.S. Gold 
U.S. Gold reported its fifth consecutive 
year of profits in 1988. Gold production 
is expected to increase fivefold, from 
1988's 20,000 ounces, to about 100,000 
ounces in 1990. Part of this expanded 
production will come from the Tonkin 
Springs mine in Nevada, where the first 
bioleaching facility for gold in the U.S. 
is under construction. A joint venture 
with Amax Gold to develop the Hayden 
Hill property will contribute additional 
production. 
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Valley National 
Bancorp 
Valley National Bancoirp is a $1.7 bil- 
lion bank holding company headquar- 
tered in Clifton, New Jersey. Its princi- 
pal subsidiary, Valley National Bank, 
established in 1927, provides traditional 
commercial banking services through 
26 full-service offices located through- 
out northeastern New Jersey. Valley's 
earnings have increased annually since 
the   bank's   inception,   and   dividends 

have been paid each year since 1935, with increases each year 
since 1966. 
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United Industrial 
Corporation 
Subsidiaries produce a wide range of 
defense electronics and advanced ord- 
nance and weapons systems for defense 
agencies in the United States and 
abroad, as well as solid-fuel and waste 
burning systems for industries and 
utilities. 

Warner-Lambert 
Company 

89 

Warner-Lambert is a leading worldwide 
producer of health care and consumer 
products and is one of America's 125 
largest industrial companies. Its diversi- 
fied product portfolio gives it a strong 
market presence in ethical and non-pre- 
scription pharmaceuticals, confectioner- 
ies, shaving and pet care products and 
gelatin capsules. In 1988, Warner-Lam- 
bert set new sales and earnings records, 

with earnings per share increasing 20 percent. Warner-Lambert 
expects to sustain its strong momentum, aided by a substantial 
flow of new products. 
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United 
Telecommunications, 
Inc. 
United Telecom is a diversified tele- 
communications company and a leading 
provider of local and long-distance com- 
munications services. The United Tele- 
com family includes US Sprint, the na- 
tion's third-largest long-distance compa- 
ny, and local telephone companies 
which serve many emerging growth 
markets. Corporate revenues climbed to 
nearly $6.5 billion in 1988. 
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Worthington Industries, 
Inc. 
The fiscal year ended May 31, 1989 is 
expected to be the 28th consecutive 
year of record sales. Forbes ranks Wor- 
thington number one in the metals in- 
dustry for the eighth consecutive year, 
with a five-year return on equity of 
20%. Compound annual growth rates in 
sales, net earnings and earnings per 
share were 15%, 23%, and 21%, respec- 
tively, over the past five years. Wor- 

thington has raised its annual cash dividend in each of the 21 
years since becoming a public company. NASDAQ Symbol: 
WTHG. Newspaper Abbreviation: Worthtnind 
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I urns: $109.8 million; 

_ 

USLICO Corporation 
USLICO Corporation (NYSE symbol: 
USC), a diversified insurance/financial 
services holding company, owns three 
regional life insurance companies, a 
worldwide military life insurance com- 
pany, a registered investment advisor, a 
broker/dealer, a travel agency and three 
primary property and casualty compa- 
nies. 1988 net earnings: $34.3 million; 
assets: $2.25 billion. Life insurance in 
force: $34 billion; new annualized pre- 

new sales volume: $8.5 billion. 
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HEAVY INVESTMENT MARKET 
Forbes' 735,000 subscribers are always in the market for new 
investment options. Over 98% maintain investment portfolios, 
with an average $899,000 in value. 
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These Advertisers Are Offering You 
Their Annual Reports Without Cost 

Please circle on one of the insert cards on the adjoining page the number of 
each company whose annual report you would like to receive. 

1. A. L. Laboratories, Inc. 32 
2. AMP Incorporated 33 
3. Ameribanc Investors Group 34 
4. American Brands, Inc. 35 
5. American Business Products, Inc. 36 
6. American Exploration Company 37 
7. American Express Company 38 
8. American Medical Technologies, Inc. 39 
9. American President Companies, Ltd. 40 

10. Ameritech 41 
11. Ameritrust Corporation 42 
12. Atmos Energy Corporation 43 
13. BFCE 44 
14. Baldor Electric Company 45 
15. Bell Atlantic Corporation 46 
16. The British Petroleum 47 

Company p.l.c. 48 
17. Brush Well man Inc. 49 
18. CCNB Corporation 50 
19. CSX Corporation 
20. CAM-NET 51 
21. Centel Corporation 52 
22. Central Louisiana Electric 53 

Company, Inc. 54 
23. Coach Investments, Inc. 55 
24. Coachmen Industries, Inc. 56 
25. Coherent, Inc. 57 
26. Continental Gold Corp. 58 
27. Cupertino National Bancorp 59 
28. Diagnostic Products Corporation 60 
29. Dyansen Corporation 61 
30. Engelhard Corporation 62 
31. Esselte Business Systems Inc. 63 

Fay's Drug Company, Inc. 64. 
Federal-Mogul Corporation 65. 
Financial Trust Corp 66. 
FlightSafety International, Inc. 67. 
Georgia-Pacific Corporation 68. 
Golden Triangle Royalty & Oil, Inc.     69. 
Granges Exploration Ltd. 70. 
Hailey Energy Corporation 71. 
Health Images, Inc. 72. 
Hilb, Rogal and Hamilton Company     73. 
HON Industries 74. 
Horizon Gold Shares, Inc. 75. 
House of Fabrics, Inc. 76. 
Houston Industries Incorporated 77. 
Image Entertainment, Inc. 78. 
Imo Industries Inc. 79. 
Ivaco Inc. 80. 
JWP Inc. 81. 
Kaufman and Broad Home 82. 

Corporation 83. 
Kelly Services, Inc. 84. 
Kemper Corporation 85. 
Knight-Ridder, Inc. 86. 
Lafarge Corporation 87. 
The Lamson & Sessions Co. 88. 
MBIA 89. 
Masco Corporation 90. 
Masco Industries 91. 
Mellon Bank Corporation 92. 
Minnesota Power 93. 
NYNEX 94. 
New England Electric System 
NORD Resources Corporation 

Norfolk Southern Corporation 
Northeast Utilities 
Numac Oil & Gas Ltd. 
Overseas Shipholding Group, Inc. 
O'Hara Resources Ltd. 
PP&L 
PacifiCorp 
Phillips Petroleum Company 
Pier 1 Imports, Inc. 
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Premier Industrial Corporation 
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Questar Corporation 
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SNET 
Safety-Ject 
Safety-Kleen Corp. 
A. Schulman, Inc. 
Seacoast Banking Corporation of Floi 
Southwestern Bell Corporation 
Teleflex Incorporated 
Telephone and Data Systems, Inc. 
Transamerica Corporation 
U.S. Gold 
United Industrial Corporation 
United Telecommunications, Inc. 
USLICO Corporation 
Valley National Bancorp 
Warner-Lambert Company 
Worthington Industries, Inc. 
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Marketing 
Edited by Joshua Levine 

General Motors makes Chevrolets, Buicks 
and Cadillacs, but E. & J. Gallo refuses to 
call its fancier wines anything but Gallo. 

Pride goeth 
before a fall? 

A GROUP OF HANDSOME, rich-look- 
ing, California-casual types are 

i gathered for dinner and talking 
about the wine: 

Guest 1: "What are you pouring for 
us here, David? Is this something 
special?" 

Guest 2: "This is really good. Is it 
hard to find?" 

Guest 1: "Let me see what this is, 
David." 

Guest   2:    "White   Grenache . . . 
Gallo! How about that." 

Announcer: "It will change the way 
you think about Gallo." 

So goes the TV commercial. But peo- 
ple have not changed the way they 
think about Gallo. 

They still think of cheap jug wine. 
E. & J. Gallo Winery has steamroll- 
ered its way to the top of the wine 
market as the volume producer. In 
1988 Gallo sold 67.4 million cases of 
wine, according to Impact Databank, 

more than three times as much as 
number two competitor Joseph E. Sea- 
gram & Sons. 

That's good, but it limits Gallo. The 
company's own market research con- 
sistently turns up the unsettling im- 
age of a "loud, brash, blue-collar 
worker"—not quite the kind of guy 
you imagine sniffing a stemmed crys- 
tal goblet of the fancy stuff. 

Unfortunatelv for Gallo, the fancy 
stuff is where the sales gains currently 
are, while jug wines and wine coolers 
are declining. Sales of cheap wines 
dropped roughly 8% last year, to 112.6 
million cases, after a similar drop the 
year before. Table wines sold under 
the Gallo and Carlo Rossi labels, the 
company's bread and butter, dropped 
more than 7% last year—a total drop 
of some 2 million cases. Gallo's Bar- 
ties & Jaymes coolers stayed even last 
year, but wine experts are saying they 
expect coolers to all but disappear 

within five years. If you haven't heard 
Frank Bartles and Ed Jaymes thanking 
you for your support lately, that's be- 
cause Gallo sharply reduced advertis- 
ing now that coolers are headed 
straight down. 

At the same time as the bulk stuff 
has declined, sales of midpriced and 
expensive wines, meaning those cost- 
ing $5 a bottle and up, are bubbling 
along—both categories have doubled 
in the past five years. 

In marketing, the notorious Gallo 
stubbornness—Ernest battles his ad- 
vertising agency over every detail—is 
blunting their usual shrewdness. The 
Gallo brothers have been trying to 
crack the ranks of California's elite 
winemakers for 14 years, but they 
have steadfastly refused to put any 
label besides Gallo on their better vin- 
tages. The industry calls these higher- 
priced wines varietals, because they 
are identified by the main variety of 
grape (chardonnay, zinfandel) used in 
the wine. 

Is Gallo a factor in varietals? It is, 
but only at the cheapest end of the 
category. Gallo sells 2.1 million cases 
of the stuff, according to Impact Data- 
bank, putting it in fourth place in 
varietals. A lot of varietals by any 
measure, but much of that is sold in 
1.5-liter jugs at about $6, the cheapest 
and slowest-growing segment. 

Gallo's best performers are its 
French Colombard and its White 
Grenache, which go for a measly 
$4.99 for a 1.5-liter bottle. "Varietals 
are for yuppies, and yuppies will buy 
anything to separate them from the 
Budweiser of the wine business," says 
Daniel Hughes, wine buyer for Cali- 
fornia's Safeway supermarket chain. 

Gallo has another problem rooted 
in the nature of its business. As king 
of the mass market, Gallo is by far the 
largest grape buyer in California, but 
it's not much of a grape grower. Gallo 
only owns some 3,000 acres of vine- 
yards and produces less than 5% of 
the grapes it uses. Beringer, by con- 

Some scenes from a recent Gallo nine commercial 
But people have not changed the way they think about the brand. 
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lefej Wfaftn'fa, Room Service. 

Mushroom omelet coffee and 
fresh strawberries, 3:30 am 

TheWfestinHoteLWashingtoaDC. 

In one respect, it is simply a 
room service delivery at an early 
morning hour. But at this crucial 
moment, one determines whether 
a hotel's performance equals its 
promise. 

At Westin Hotels & Resorts, we 
consider this the moment of truth. 

What sets Westin apart are the 
dedicated people who aim not only 
to fulfill your needs, but to anticipate 
them. People who respond promptly 
to your every request, at any hour. 

Because at Westin, we are com- 
mitted to accommodating your 
special needs in a manner that is 
at once caring, comfortable, civilized. 

Even if it's breakfast at 3:30 in 
the morning. 

WESTIN 
HOTELS & RESORTS 

' travel Consultant Or 800-228-3000. Acapulco • Atlanta • Atlanta 'Buckheadi • Boston • Calgary • Cancun ■ Chicago • Chicago <0'Hare> • Cincinnati ■ Dallas • Denver • Detroit 
I non • El Paso • Ft Lauderdale • Guadalajara • Guatemala City • Hilton Head Island • Hong Kong - Houston • Indianapolis • Island of Hawaii ■ Ixtapa • Kansas City ■ Kauai • Kyoto • Los Angeles 
II • Manzanillo ■ Maui • Mazatlan • Mexico City • Monterrey -New Orleans • New York • Orange County • Orlando • Ottawa • Phoenix • Pittsburgh • Portland • Puerto Vallarta • Pusan • Saltillo 
I incisco • San Francisco Airport • San Salvador • Seattle • Seoul • Shanghai • Singapore • Tokyo • Toronto • Tucson • Tulsa • Vail ■ Vancouver • Washington. DC • Winnipeg 

r» of United Mileage Plus. Air Canada Aeroplan and U.S. Air Frequent Traveler programs earn miles at participating V&stin Hotels <Sr Resorts. 



trast, which sold 2.8 million cases in 
all last year, farms 6,000 acres. 

These days, Gallo's lack of grape 
acreage, particularly acreage planted 
in those hotter-selling varietals, has 
forced its wholesale prices higher 
than much of the competition. In- 
creasing demand has doubled prices 
for many varietal grapes in the past 

two years, while the scramble for 
prime vineyard acreage has left Gallo 
with little to buy. As a result, Gallo's 
pricier varietals like Chardonnay and 
Cabernet Sauvignon are in short sup- 
ply. Both sold under 50,000 cases last 
year. "They're kind of shut out," says 
E. Michael Moone, president of Ber- 
inger parent Wine World. 

Why doesn't Gallo face reality and 
call its varietals something else? After 
all, General Motors didn't market its 
Italian sports car, the Allante, as a 
Chevrolet. But the Gallos are proud— 
proud to the point of hubris. If it is 
their wine, their name will go on it. 
That's admirable, but it may not be 
good business.—J.L. 

Store brands have never given national 
brands much trouble on American super- 
market shelves. That's about to change. 

The chill wind 
from Canada 

NABISCO'S Chips Ahoy cookies 
until six months ago were the 
bestselling chocolate chip 

cookies at D'Agostino, the stylish 
New York supermarket chain. No 
more. The stiff competition did not 
come from Keebler, or Mrs. Fields or 
Famous Amos. 

Nabisco's cookie business is being 
eaten by the Decadent Chocolate 
Chip Cookie from President's Choice, 
which is now D'Agostino's own 
house brand. 

"The Nabisco guys are not happy; 
they keep telling me, 'Jesus, you guys 
are kicking my butt!' " says D'Agos- 
tino President Ron Nevers. 

Last November D'Agostino started 
selling the President's Choice cookie 
under an exclusive regional license 
from Loblaw Cos., Canada's largest 

Loblaw's David Nicbol 
"Marketing cos* is the soft underbelly of the national brands." 
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GET LOWER MONTHLY 
PAYMENTS ON 
SELECTED GM VEHICLES 
WITH SMARTLEASE 
AND KEEP THESE PHOTOS 
IN YOUR WALLET 

Kl» ST.VI'Ks7li»     * 

BUT HURRY-OFFER ENDS JUNE 30 
j Special support from GM vehicle divisions enables Chevrolet, Pontiac, 
Dldsmobile, Buick, Cadillac and GMC Truck dealers to offer even lower 
nonthly payments on SMARTLEASE deals through June 30. 

CHEVROLET 
PONTIAC 

OLDSMOBILE 
BUICK 

i   CADILLAC 
GMC TRUCK 

Now it's smarter than ever to obtain your GM dream through GMAC's SMARTLEASE 
program. To begin with, SMARTLEASE can be more affordable than purchasing. And 
now until June 30, 1989, you can take advantage of even lower monthly payments on 
select new Chevrolets, Pontiacs, Oldsmobiles, Buicks, Cadillacs and GMC Trucks. 

Which means that SMARTLEASE not only can help you drive the GM vehicle of your 
dreams, but because of even lower monthly payments, you can pursue some of life's 
other dreams. With more Washingtons, Lincolns, Hamiltons, Jeffersons and Jacksons 
in your wallet. 

So ask your GM dealer about this special SMARTLEASE offer today. Don't wait—offer 
ends June 30. Get into your GM dream the smart way with SMARTLEASE by GMAC. 
And you'll be glad that you did. 

GMAC is an Equal Credit Opportunity Company. 

SMARTLEASE 
989 GMAC All Rights Reserved by GMAC 
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A store promotion for D'Agostino's new private label 
"If you're a big national brand, you've got to be pretty net vuus." 

supermarket chain. Loblaw has de- 
veloped some 600 President's Choice 
products, generally priced slightly be- 
low national brands here and in Can- 
ada, and D'Agostino now carries 71 of 
them. In other aisles, for example, 
New York shoppers can pick up Pre- 
sident's Choice mineral water in- 
stead of Perrier, President's Choice 
tuna instead of Bumble Bee, and Pre- 
sident's Choice frozen Decadent Piz- 
za instead of Stouffer's. And they are 
doing it. In just six months Decadent 
has become D'Agostino's best-selling 
cookie, and several other products are 
near the top of their categories in 
sales as well. 

One reason: This is not at all the 
sort of private-label store brand that 
Americans are accustomed to. Even at 
a glance, President's Choice's bright 
packaging bears no resemblance to 
the sad-looking cans of lima beans 
and cut-rate instant coffee that super- 
markets normally slap their own la- 
bels on. In the U.S., store brands— 
mostly from second-tier manufactur- 
ers—are bought cheap and sold cheap. 
They tend to sell well in recessions 

and subside in better times. 
The President's Choice marketing 

gimmick is one of the best: Its prod- 
ucts are usually simply better, in 
easy-to-see ways, than the competi- 
tion's. The Decadent Pizza with the 
works, for instance, embeds its pep- 
peroni deep in the dough so you can't 
cat it all off the top. A D'Agostino 
promotional flyer tells customers the 
Decadent Chocolate Chip Cookie 
contains nearly twice as many chips 
as Chips Ahoy, which explains why 
the leading brand tastes so mediocre. 
Says D'Agostino's Nevers: "If you're a 
big national brand, you've got to be 
pretty nervous." 

Certainly U.S. shoppers are going to 
be seeing more quality store brands 
like President's Choice. David Nich- 
ol, president of Loblaw International 
Merchants, is negotiating licenses for 
President's Choice with other, undis- 
closed supermarket chains, A&P re- 
cently launched its Master Choice la- 
bel, with products such as pasta and 
tea, along the same lines. And Marks 
& Spencer, the well-known British re- 
tail chain, is beginning to push into 

the American market with its private 
label, St Michael. 

One major attraction will be fatter 
margins. Because President's Choice 
does little national advertising in 
Canada, it can price what it sells there 
slightly below national brands, while 
earning, on average, an extra five per- 
centage points in gross margin. Says 
Nichol, "The marketing cost is the 
soft underbelly of the national 
brands." Likewise in the U.S. 

In Canada's Ontario Province, Dec- 
adent is the leading cookie brand even 
though it's available only in Loblaw 
outlets, which account for roughly 
25% of the Ontario supermarket busi- 
ness. The gross margin on Decadent is 
46.1%, compared with 33.5% for 
Chips Ahoy (though the gap in most 
cases is less). Nichol claims Presi- 
dent's Choice Cola outsells Coke and 
Pepsi in many outlets, and its facial 
tissue often bests Kleenex. 

In Europe, particularly the U.K., 
quality private labels are already ex- 
tremely popular. Marks &. Spencer, J. 
Sainsbury and Tesco, for instance, 
dominate the market with their own 
tony brands. America would seem to 
be ripe for all this. In the U.S., sales of 
store brands account for an estimated 
5% to 10% of retail sales, compared 
with 25% in the U.K. "We're clearly 
seeing the first signs of moving in the 
direction of Europe," says Richard 
Winger, an analyst with the Boston 
Consulting Group. 

Once, when Procter & Gamble, 
General Foods and the other major 
national marketers all but dictated 
what went on grocery shelves, any 
serious move toward competitive 
house brands would have been un- 
thinkable. Now it is the retailers 
holding the power cards. When P&G 
and the others introduce new prod- 
ucts these days, they have to buy their 
way onto already packed store shelves 
with so-called slotting fees. And the 
food chains now have the electronic 
ammunition to reorder or cancel new 
products quickly. Checkout scanners 
give supermarkets daily updates on 
their business—faster and more de- 
tailed data than manufacturers usual- 
ly get. 

What can national brands do about 
the threat from their own retailers? 
Their monster national advertising 
budgets are a formidable weapon. To 
the extent the national brands can use 
advertising to attract buyer loyalty, 
the supermarkets can scarcely afford 
to lose business by not stocking them. 
Still, in an industry where every pen- 
ny counts, those extra-thick margins 
in house brands are a mighty incen- 
tive for pushing them.—I.L. 
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Risk control for businesses that bruise easily* 
When you ship $1.2 billion worth of bananas 

worldwide, a small flip in currency exchange rates 
could make a big difference in profits. 

Chiquita, like many smart international compa- 
nies, gets a good grip on those risks with currency 
options at the Chicago Mercantile Exchange. Hedging 
Deutschemarks, Pound Sterling and Yen, Chiquita 
has successfully guarded against financial bruising for 
years. And because 80% of all the exchange - traded 
currency worldwide was traded on the CME's Inter- 
national Monetary Market, they've found it easy to 
slip in and out of currency options quickly. 

"The IMM is where all information that impacts 
foreign exchange prices comes together," says David 
Groelinger, Chiquita VP and Treasurer. "That's where 
the most efficient pricing takes place." 

Even more efficient when Globex™ becomes 
available next summer. The new electronic system 
will operate after regular trading-hours, 
making it possible to trade around the 
world, around the clock. 

% 

If you're like the 
top bananas at Chiquita, 

and don't want your international earnings frittered 
away, the CME's currency futures and options should 
hold great appeal for you. 

-™v. CHICAGO 
ssssss MERCANTILE 
^'£' EXCHANGE 
The Exchange of Ideas 
1-800-331-3332(US) 01-920-0722(Europe) 03-595-2251 (Pacific) 



ersonal Affairs 
Edited by William G. Flanagan 

The days of easy, inexpensive tickets to 
London's big musicals are long gone. Still, 
there's a lot more than Andrew Lloyd Web- 
ber's hits to take in this summer season. 

The play's the 
(available) thing 

A CAMERON MACKWTOSH 
presentation 

adapted 4 drected b» 
TREVOR NUNN & JOHN CAIRO 

By John Marconi Jr. 

T| HE HOPEFULS QUEUE every after- 
noon outside a handful of Lon- 

don theaters, yearning for re- 
turned tickets to the blockbuster mu- 
sicals. A few dozen, perhaps, may get 
seats for such Andrew Lloyd Webber 
hits as Phantom of the Opera, (..cits and 
the newly opened Aspects of Love 
[Aspects has excellent performances 
and a few great moments, but it is not 
as spectacular as Lloyd Webber's oth- 
er hits). 

Tickets to LesMiserable* are no easi- 
er to come by, and even Miss Saigon 
(the latest musical from the Les Mi: 
team of Alain Boublil and Claude- 
Michel Schonberg), which won't open 
until September, is almost sold out for 
its first six months 

Moral: Make arrangements tor tick- 
ets as t.it in advance as you can (if your 
plans change, you can usually dispose 
of the tickets easily). 

But it you can't manage to see any 
musicals, don't despair You can still 
get to see much of London's top dra- 
ma and comedy, often at very short 
notice. And the standard of nonmusi- 
cal stagecraft in London remains de- 
lightfully high. 

Here, a tew picks that seem likely 
to run through the summer. 

Single V" >s a terrific double-bill of 
one act comedies, inspired by Brit 
.im's infamous Cambridge spy ring. 
Thefirst focuses on Guy Burgess, who 
escaped to Moscow tin. second, on 
Anthony Blunt, who stayed behind 
and minded the Queen's art collec- 

tion. Alan Bennett, a wonderful Brit- 
ish television writer, has created what 
is surely the best single scene in Lon- 
don this season: Prunella Scales, a 
gifted comic actress, does a startling 
impersonation of Elizabeth II, dis- 
cussing her paintings with Blunt. Ben- 
nett loves Blunt's role so much, he 
plays it himself. 

David Hare's latest play is in reper- 
tory at the National Theatre. The Se- 
cret Rapture treats what the 1980s 
have done to Britain, focusing on two 
sisters with radically different out- 
looks on life. Hare offers an introduc- 
tion to the moral ambivalence caused 
by Thatchensm's success. The author 
himself doesn't seem too sure what to 
think; the tone is bittersweet. 

The genius of Noel Coward endures 
in an elegant revival of The Vortex. The 
play—which starts off as just another 
drawing-room comedy from the 
swank old days—has a modern sting. 
Maria Aitken and Rupert Everett 
make a fearsome mother and son, 
very nearly tearing each other's hair 
out in a desperate Act III brawl. And 
you thought Coward wrote froth. 

Lettice and Lavage, by Peter Shaffer, 
remains one of the funniest and most 
English experiences around. Its open- 
ing scene is a deft send-up of the coun- 
try-house tour, something any Ameri- 
can visitor can definitely appreciate. 
Written as a star turn tor the incompa- 
rable Maggie Smith, the play remains 
alive and well long after her depar- 
ture. A third cast, led by Carole Shel- 
lev starts late this month. (Look for a 
New  York  transfer  next  year with 

Miss Smith, presently sidelined by an 
injury.) 

After the fine movie Dangerous Liai- 
sans, there might seem little reason 
left to see the long-running stage ver- 
sion that inspired the film. But the 
play, U'S liaisons Dangereuses, can't 
rely on sumptuous settings for effect, 
so instead turns to the psychological 
demonry of the French nobility at 
play. It's at least as engaging as the 
movie, and together the two offer a 
rare chance to compare skillful ren- 
derings of the same story, each mak- 
ing the most of its medium. 

London's other hot tickets include 
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Crowds outside Loudon's Palace Theatre 
Les Miserables is still a hot ticket. 

Slew Bctibim 

some New York imports. .1/ Butterfly. 
about a French diplomat and a Chi- 
nese opera star's twisted romance, 
now stars Anthony Hopkins. In July 
comes Cole Porter's Anything Goes 

There is also at present a profusion 
of Shakespeare astounding even for 
England. Tickets are already scarce 
for the summer's highlight: a limited 
run of The Merchant of Venice slated to 
star Hollywood's own Dustin Hoff- 
man as Shylock. Other choices in- 
clude the National Theatre's Hamlet. 
starring Daniel Day-Lewis and ludi 
Dcnch, actors known to Americans 
rom the film Room with a View. The 

co 

Royal Shakespeare Company—this 
summer offering at least ten different 
productions of the Bard's work in four 
theaters, as well as a few other curios- 
ities—is attracting an unusual num- 
ber of critical brickbats. But the com- 
pany's Midsummer Xigln's Dream, play- 
ing at Stratford-upon-Avon, 90 miles 
northwest of London, opened to raves. 

And note: London will also host 
Moscow's Bolshoi Ballet, in residence 
July 4 through Aug. 12 at the London 
Coliseum. 

Tickets in London run about $40 for 
the biggest musicals and $28 or so for 
plays. A booth in Leicester Square, 
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similar to the Times Square booth in 
New York City, sells same-day tick- 
ets when available for half-price (plus 
a small fee). 

As long as tickets are available, 
however, there are plenty of places to 
buy them, including Harrods. Dozens 
of ticket agents act for theaters, add- 
ing a fee of $3 to $5 to the box office 
price. TicketMaster (London 379- 
4444) and First Call (London 240- 
7200) even answer the phone around 
the clock. At least two agents have 
New York offices, which add an addi- 
tional surcharge on top of the London 
booking fee: Edwards & Edwards (212- 

313 



944-0290; toll-free, 800-223-6108) and 
Keith Prowse & Co. (212-398-1430; 
toll-free, 800-669-7469). 

Other agents in London will ar- 
range tickets and transportation and 
even suggest restaurants. Hazel Jer- 
rard's London Connection (London, 
439-1763) can advise on the availabil- 
ity of practically anything. 

In addition to agents, there are 
touts—scalpers—who operate legally 
out of storefronts, through classified 
ads and even on sidewalks. Caution: 
They are notorious for marking up 
prices for easy-to-get tickets. 

You can also call the theaters di- 
rectly and charge seats on most Amer- 

ican credit cards. But phone lines are 
frequently busy. And remember the 
time difference if calling from the 
U.S.—London box offices close about 
2:30 or 3 p.m., East Coast time. In 
London, check the daily newspapers 
or Time Out, the most thorough and 
widely read of several entertainment 
weeklies. 

A list of theaters featuring the hot 
shows—and their phone numbers— 
follows. (Note: From the U.S., all the 
London numbers should be preceded 
by 011-44-1.) 

Cats, New London Theatre, 405- 
0072. The Phantom of the Opera, Her 
Majesty's,   839-2244.   Les  Miserahles, 

Palace, 434-0909. Aspects of Love, 
Prince of Wales, 839-5972. Miss Saigon, 
Drury Lane, 836-8108. Single Spies, 
Queens, 734-1166 or 734-0261. Lettice 
and Lovage, Globe, 437-3667. The Se- 
cret Rapture, National, 928-2252. The 
Vortex, Garrick, 379-6107. Les Liaisons 
Dangereuses, Ambassadors, 836-1171. 
M. Butterfly, Shaftesbury, 379-5399. 
Anything Goes, Prince Edward, 734- 
8951. The Merchant of Venice, Phoenix, 
240-9661. Hamlet, National, 928-2252. 
Royal Shakespeare Company, 638- 
8891. Stratford tickets: 0789-295-623 
(from North America, 011-44-789- 
295-623). Bolshoi Ballet, London Coli- 
seum, 240-5258. 

You dont have to traipse all over Gods 
green earth to find collectibles. Auctions by 
mail and phone abound. But with such 
ease of buying come some caveats. 

By Neal Santelmann 

Armchair 
auctions 

A WEST COAST ENTREPRENEUR 
who collects political cam- 

b paign buttons is busting his 
buttons over his most important re- 
cent addition, "T.R. at the Gate." It is 
one of a half-dozen or so known to 
exist. He was glad to pay $14,640 for a 
celluloid souvenir of Teddy Roose- 
velt's 1904 presidential campaign— 
the second-highest reported amount 
ever paid for a political button—yet 
he never left his den to acquire it. 
Though he did lose a little sleep. 

At 2:30 on the morning of Apr. 12, 
phone in hand, he put in what turned 
out to be the final, winning bid at a 
telephone auction being held by An- 
derson Auction in Troy, Ohio. No bid- 
der was present; no gavel was rapped; 
no goods were even inspected by the 
bidders. 

Unusual? Not really. Auctions of 
collectibles by phone and mail have 
become commonplace. You name it— 
from barbed wire to breweriana, can- 
dy containers to comic art, playing 
cards to military paraphernalia— 
someone with a P.O. box and a catalog 
is probably auctioning it. "You could 
go to a flea market or an antique show 
and walk for miles and never see the 
stuff mail auctions come up with in a 
given category," says Samuel Pen- 
nington, editor of the Maine Antique 
Digest. "It's the ultimate armchair 
shopping." 

How is the game played? A catalog 
lists the lots offered, usually with a 
picture, description, estimated value 
or minimum price and a rating of the 
item's condition—much like any auc- 
tion catalog. (Contact your collectors' 
association for information on such 
catalogs, and comb the ads in publica- 
tions like Antique Trader Weekly and 
Antiques and the Arts Weekly.) 

After looking the catalog over, you 
mail in your bids for items you want. 
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'Why don't you wear it home? 
We're insured with Chubb" 

Instant gratification has its virtues. Especially when it comes to wearing a new piece 
f fine jewelry. That's why a Masterpiece Valuable Articles policy from Chubb automatically 
rotects your newly acquired jewelry for thirty days-with as much as $25,000 of coverage. So 
i)u can feel safe until it's insured for its exact value. i ^—-.1 

Chubb understands that you don't want to worry about a new piece of / 
welry, you just want to revel in it. For more information, contact your agent or V A 
roker, or call 800-922-0533. I _^=^J 

CHUBB 
liuI'M iniupol Insurance Companies is proud rr> participate in'American Playhouse" Watch for it on PBS. 
l"t"i:i.iplu.l at Harry Winston. 
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Teddy Roosevelt 1904 campaign button 
Sold, by phone, for $14,640. 

In many cases, the highest mail-in bid 
wins—period. Other mail auctions 
also allow you to up your bid by 
phone on the final day, when all the 
mailed bids are opened. That's where 
the fun starts. (And, perhaps, where 
your suspicions begin, too. More 
about that later.) 

If you still want to play, you can bid 
again, by increasing your offer, usual- 
ly by a minimum of 10% or 15%. So it 
goes until the item is sold. 

Why do auctioneers use the phone at 
all, instead of accepting only mail- 
order bids? Giving bidders a second 
chance by phone is only allowing the 
marketplace to function as it should, 
says Theodore Hake, of Hake's Ameri- 
cana & Collectibles in York, Pa. "If 
you mail in a bid of $1,000 and some- 
one else mails in $1,001, you're going 
to be pretty upset." Even so, Hake says 
that mail bidders still win 50% of the 
3,000 items he typically stuffs in his 
catalogs, such as Dick Tracy ther- 
moses, Hanover Shoe advertising but- 
tons and Jaync Mansfield cheesecake 
calendars. 

Whether by mail or phone, the 
number of possible bidders can vary 
widely. Manion's International Auc- 
tion House in Kansas City, Kans. 
claims 11,000 subscribers for its four 
different catalogs of Americana and 
military items. Near the low end, 
Russ Cochran, a former theoretical 
physics professor who mail auctions 
original comic art out of West Plains, 
Mo., has maybe 500 subscribes 

You don't have to he a collector to 
see two major potential pitfalls for the 
unwary in phone and mail auctions— 
bid rigging and misrepresented goods. 

Since mail auctions take place be- 
hind closed I' O. boxes, there is really 
no way to tell it the auctioneer is 
running up bids - his own. Such 
rigging certainly can and docs— hap- 
pen. "There was a time when I was 
dumb     enough     oi        nscrupulous 
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enough that I did it," admits one vet- 
eran mail auctioneer. "And I hated 
myself." 

Self-hatred aside, it is also bad busi- 
ness. Major collectors compare notes, 
watch prices closely and won't deal 
with auctioneers they don't trust. Al- 
fred Lippman, for example, a 51-year- 
old attorney from Morgan City, La., 
uses mail auctions to add to his col- 
lection of coins, stamps and paper 
items. "I deal relatively often, but 
from a very few number of houses I 
have confidence in. There is no fool- 
proof way that I know of to say abso- 
lutely that the auctioneer is not estab- 
lishing a minimum, or that he's 
bumping up the price. I protect myself 
by having a limit and by having trust 
in the integrity of the auctioneer." 

Adds Howard Sokol, a dentist and 
self-described "incurable collector" 
for 25 years from Pottstown, Pa.: "I 
know the values. I keep the catalogs, 
so I see what things should go for. 
There's no protection [against bid-rig- 
ging] except your own protection that 
says, 'Hey, I'm not going over this 
amount of dollars.' You've got to just 
use your head, that's all." 

Of course, passion can overrule pru- 
dence. "I just know what I'm willing 
to pay for a piece," says Robert Ander- 
son, 45, of Hudson, Fla., who collects 
early advertising. "A piece is worth a 
thousand bucks to me even if it's only 
worth $6 to somebody else." 

The second caveat with mail and 
phone auctions is the condition of the 

item you are bidding on. Some mail 
auctioneers go to great lengths in 
their catalogs to be sure customers 
know exactly what they're bidding 
on. But the actual condition of any 
item is in the eye of the beholder. 
What's described as "near perfect" by 
an auctioneer may be near junk to a 
discerning collector. If a catalog 
leaves you with doubts about an 
item's condition, don't hesitate to call 
to try to get more detail or a better 
photograph. 

Mail auctions usually have some 
sort of guarantee, although it's often 
dependent on the accuracy of their 
descriptions. Disputes aren't always 
easy to settle. Again, the better deal- 
ers try to keep their buyers happy and 
some will accept returns with no 
questions asked. 

One outfit with a liberal return pol- 
icy is Arman Absentee Auctions of 
Woodstock, Conn., which deals in of- 
ten expensive paperweights, early 
American glass and the like. Auction- 
eer David Arman accepts returns for 
any reason and says that in six years 
his return rate has been 1%. 

While mail auctioneers acknowl- 
edge that they operate without an au- 
dience, they also point out that their 
survival depends upon satisfied cus- 
tomers. "Word gets around," says 
Lynn Geyer, who mail auctions brew- 
ery items out of Phoenix, Ariz. "You 
could spend a lifetime building a le- 
gitimate mail auction, and you can 
tear it down with one phone call." 

Collectors 

Ah, decadence 
'icromosaics are curious things— 
.intricate, eye-teasing works of 

extraordinary craftsmanship. Take 
the 1830s piece in the collection of 
Arthur and Rosahnde Gilbert—a 
tabletop covered with over a half-mil- 
lion ceramic chips of some 20,000 dif- 
ferent hues. Painstakingly laid side by 
side, the tiny chips—the size of pin- 
heads—form colorful, photolike 
scenes of 13 of Rome's most famous 
ancient buildings. 

Fascinating—but arc these elabo- 
rate jigsaw puzzles art? Even if they're 
not, the Gilberts don't care. They love 
them—in fact, they arc the world's 
largest collectors of micromosaics. In 
23 J ears they have amassed some 300 
works (about a third have been given 
to the Los Angeles County Museum 
of Art). The only collection approach- 

Min livzey 

Arthur and Rosalinde Gilbert 
At home with "decadence.' 
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ing theirs—at least 80 major pieces— 
resides in the Hermitage museum in 
Leningrad. 

What exactly are micromo 
saics? In 16th-century Italy, 
rich families like the Medicis 
wanted to adorn their pal- 
aces with mosaics that k 
outdid even those of the J| 
classical Romans. To 
produce them, in 1558 
the Medicis founded 
the Opificio delle 
Pietre Dure in Flor- 
ence. In Rome the Vati- 
can Mosaic Workshop 
was begun in 1576 to 
embellish St. Peter's 
with mosaics. The Flor- * 
entine mosaicists used 
the inlay technique, cut- 
ting semiprecious and pre- 
cious stones into varied shapes 
and sizes, then fit them together 
to form a pattern or image. Roman 
mosaicists developed the "combina- 
tive" technique, in which up to 1,500 
microscopic ceramic pieces per 
square inch create the illusion of a 
painting. Both workshops thrived for 
centuries, as did several later imita- 
tors. Inevitably, they all 
eventually turned to the 
tourist trade for custom- 
ers. Young noblemen on 
the grand tour bought 
copies of classic master- 
pieces as souvenirs. Tour- 
ing Russian czars and visi- 
tors like Napoleon and Jo- 
sephine were among the 
clientele. 

But the difficulty and 
mounting expense of pro- 
ducing such pieces—one 
work could take a team of 
artisans as long as 20 
years to create—killed the 
art form at the beginning 
of the 20th century. Mi- 
cromosaics wound up in 
the attic of the art world. 

Until the Gilberts came 
along. They were people 
of means. He had moved 
from London to Los Ange- 
les with Rosalinde in 1949 after 15 
years in the clothing business, then 
went on to make his fortune in land 
development. Their quest began in 
1966, when Arthur chanced upon two 
micromosaics in a Los Angeles auc- 
tion house and was immediately in- 
trigued. Rosalinde was lukewarm at 
first "My first reaction was, 'the 
painting was covered with cracks,' " 
she remembers. But she was soon won 
over by the art. 

After the first purchase the hunt 
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LA County Must-urn of An 

Micromosaic tabic with 13 views of Rome 
At least five years in the making. 

Portrait of Pope Pius VII (1742-1823) 
Some l.SOO tiles per square inch. 

was on to locate more and to research 
the medium. It seemed a phantom art. 
There was no literature on micromo- 
saics, no dealers, and only one mean- 
ingful collection, that in the Hermit- 
age museum. 

Over the years, they tracked down 
micromosaics in gun stores, coffee 
shops, private houses and at auctions 
from California to London. Frequent- 
ly the price tag was whatever the Gil- 
berts were willing to pay. There were 
no experts to make appraisals, and no 

other buyers to contend with. Their 
collection grew, and they now own 

many of the world's finest pieces, 
including a Breguet micromo- 

saic clock made for Napoleon. 
Public interest and prices 
of micromosaics have in- 
creased only slightly over 

the years. Good pieces 
can be found at auction 
for about $50,000, ac- 
cording to Arthur Gil- 
bert. In current dollars 
that is a knockdown 
compared with what a 
well-heeled, 19th-cen- 
tury visitor to Italy 
would have paid. 

But the Gilberts' pas- 
sion for them has not 

waned. They are still wait- 
ing for a micromosaic paint- 

ing they paid for 15 years ago, 
which they won't receive until 

the demise of the current holder. 
"I call him every year to see how he 

is," smiles Arthur Gilbert, who is 
now 76. 

Gilbert is nonplussed about collec- 
tor interest. But he is pleased that the 
micromosaics they have donated to 

the Los Angeles County 
Museum since 1973 have 
become one of the mu- 
seum's biggest draws. 

The pair also collect 
monumental silver and 
gold pieces that are no less 
dazzling than the micro- 
mosaics. For example, 
their collection includes a 
4-foot-high, 130-pound 
silver and gilt vase com- 
missioned for the Marquis 
de Lafayette in 1830 by 
grateful French troops. 
Their gold and silver col- 
lection, totaling 300 
pieces, is famous for Geor- 
gian period pieces (En- 
gland 1714-1830) and in- 
cludes Elizabethan and 
Continental silver. A 
quarter of that collec- 
tion—which, unlike the 
micromosaics, has seen 

handsome appreciation—has also 
been donated to LACMA. 

Included in the pieces on display in 
the museum is a pair of 9-foot-high 
Russian gates, heavily encrusted with 
gold and silver, weighing 90 pounds. 
They were made in 1784 for a church 
in Kiev. 

"People say we collect decadent 
art," Arthur Gilbert shrugs, and then 
fires back, "but modern art is the big- 
gest hoax perpetrated on the 20th cen- 
tury."—Christie Brown 
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Careers By Dyan Machan 

For executives in the fast lane, slowing 
down can be dangerous. Just ask fashion 
industry superstar Colombe Nicholas. 

"Maybe I should 
have left sooner" 

I 

Y1 ou ARE ON the fast track and 
decide to slow down. What hap- 
pens? You may find yourself in 

deep trouble. 
Colombe Nicholas, 44, learned that 

lesson the hard way. Once president 
of Christian Dior's U.S. operations, 
Nicholas today is out of a job. Unable 
to find a position that suits her high 
expectations, she spends a lot more 
time in her three-story Manahattan 
loft than she would like to. 

For most of her life, Nicholas has 
been considered a girl wonder. At age 
15, when other kids her age were en- 
tering the tenth grade, she went. to 
college. A decade later, she had gradu- 
ated from the University of Cincin- 
nati law school and was rising fast in 
the retail industry. By the time she 
was 35, Nicholas was president of 
Dior's U.S. arm, Dior-New York, be- 
ginning her campaign to push annual 

I 
4<? 

£ 

Colombe Nicholas m her  Manhattan loft 
"I must admit my most creative moments came during my first few years on the job. 
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sales to $425 million. She earned 
about $400,000 a year and all the Dior 
suits she could wear. Her face was on 
the cover of Savvy magazine. The Wall 
Street Journal in 1987 named her one 
of five American women most likely 
to run a major company in the 1990s. 

Today Nicholas looks back on her 
career from her art-bedecked loft, re- 
cently featured in Architectural Digest. 
She laughs about having plenty of 
time on her hands, and mentions go- 
ing to art fairs in London and Madrid. 
But in quieter moments she seems 
nervous. It has been six months since 
she abruptly resigned from Dior, and 
she has yet to receive a job offer that 
she considers suitable. 

This is a woman with a stunning 
track record. In the eight years 
she ran Dior-New York, she 
transformed the matronly Dior 
look into an image of freshness, 
youth and chic. She expanded 
the number of companies li- 
censed to manufacture Dior 
goods from 23 to 48. She helped 
quadruple U.S. sales with racy 
ads featuring two men and a 
woman who came to be known 
as the menage a trois. "Co- 
lombe was a model of what 
should be done, expanding vol- 
ume and maintaining high qual- 
ity," says Barry Schwartz, chair- 
man of Calvin Klein, Inc. 

Bernard Arnault is the brash, 
young president who in 1985 
bought the holding company, 
Financiere Agache, that owned 
Dior. Arnault was dazzled by 
the job Nicholas had done at 
Dior-New York. Shortly after 
Arnault took charge of Dior, he 
tried to persuade Nicholas to 
move to Paris and run the entire 
Dior empire. She declined. Not only 
did her husband, Leonard Rosenberg, 
not speak French, but he was en- 
grossed in building a clientele for his 
art dealership in New York. Says she, 
"It would have been unfair to ask him 
to move." 

In short, right in the middle ot one 
of the fastest tracks around, Nicholas 
decided to slow down. Sacrilege. 

Here was a woman who, before 
coming to Dior, had never stayed in 
one position for more than one year, 
and never in one company for more 
than five. Here she was, putting her 

nai life ahead of a promotion. 
Thus did she tempt fate. 

And fate \    - I   By contractual 
agreement, Nicholas says, she cannot 
say what led to hex departure. It is 
clear, however, thi>t sfo sup- 
port of her boss, Arnault He seemed a 
good sport  abou    In and 
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even teased her that she should have 
taken the Paris job while the French 
franc had maximum buying power. 
But before long he and Nicholas were 
bumping heads. First they clashed 
over licensing. Arnault wanted to 
keep his brands exclusive. Nicholas 
wanted to maximize profits by licens- 
ing many manufacturers to make 
Dior products. He was investing in 
prestige names such as the Christian 
Lacroix design house, Louis Vuitton 
luggage and Moet et Chandon cham- 
pagne, and fretted that having so 
many Dior licensees might cheapen 
the Dior name. 

Arnault and Nicholas battled over 
advertising, too. For all his luxury 
products Arnault wanted one world- 

wide theme featuring the Louis XVI 
chair. Nicholas argued that different 
products in different markets required 
different advertising images. Besides, 
she told him, Louis XVI was too 
stuffy. 

The chair won, and so did Arnault. 
Beatrice Bongibault, who had been in 
charge of Chanel's ready-to-wear line, 
took the job Nicholas turned down in 
Paris. Now Bongibault has inherited 
the presidency of Christian Dior-New 
York as well. 

Would Nicholas and Arnault have 
clashed even if she had moved to Par- 
is? Impossible to say. The fact re- 
mains: It was only after she refused to 
move that things started going wrong 
for her. 

In the harsh world of business it is 
rare that an executive can survive for 
long after turning down a promotion. 
Nicholas' best move after saying "No 

thanks" to Arnault probably would 
have been to dust off her resume and 
look around. Even Nicholas concedes, 
"Maybe I should have left sooner." 

Is it not possible that in deciding to 
slow down, a fast-tracker is acting 
against his own nature? "I must ad- 
mit," says Nicholas, "that my most 
creative moments came during the 
first few years of the job." Nicholas 
says that by last year she was weary of 
fighting with Arnault and tired of 
climbing aboard Paris-bound jets to 
attend meetings. In her last 12 
months at Dior she logged 170,000 air 
miles. That kind of strain was tolera- 
ble in the elation of doing a new job, 
but as routine it became unbearable. 

In most of her previous life Nicho- 
las had been a job-hopper and a 
fast-tracker. Her father, an afflu- 
ent Ohio businessman, and her 
French-Canadian mother insist- 
ed that Colombe and her two 
younger sisters go to Switzer- 
land for a proper education and 
tutoring in French. That set her 
apart, as did a 140-plus IQ and 
unusually high SAT scores. She 
entered the University of Day- 
ton at the age of 15. Pushed by 
her father into law school, Co- 
lombe graduated in 1968. 

Nicholas was never keen on 
law, so she decided to make her 
mark in the retail industry. Her 
ascent was steady. In ten years 
she   moved   up   through   nin< 
jobs,    first   at   Macy's,    then 
Bloomingdale's     and    Bonwit 
Teller. As a Bonwit merchandis- 
ing   vice   president   she   was 
sought out by Dior. Her fluent 
French and law degree helped 
her edge out six men for the job. 

But now she's at a stage where 
her very past successes have impris 
oned her. She sees herself as a market 
ing person; the outside world sees hei 
as a brilliant apparel executive. "Ij 
could have a job with Warnaco in a| 
second.   [Warnaco   President]   Lin 
Wachner and I were buyers together a 
Macy's," she exclaims. But she wants 
to take her marketing skills to a dif- 
ferent business now. That's proving 
tough sell. Take, for instance, a recent] 
meeting she had with a group of in- 
vestment bankers trying to help hi 
find a company to run. After porinj 
over her resume, the bankers noddec 
their heads and said, "Aha! You're 
someone for an apparel company.' 
Groans Nicholas: "In 15 minutes the} 
have me pigeonholed. I have to tel 
them to try to think of me as a mar 
keter and a creative person." 

Life on the fast track has advan- 
tages. But it has disadvantages, too. I 
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Faces 
Behind the Figures 

Edited by Jason Zweig 

Wolf's bane 
Richard Derk 

United Air Lines Chairman Stephen Wolf 
WW his pilots relent? 

Announced late last month, United 
Air Lines' aircraft order—the larg- 

est ever—for as many as 370 Boeing 
narrow-body jets was actually made 
final last September. But Boeing 
agreed to give the airline until at least 
the end of June to disclose its inten- 
tions while United was engaged in 
tough negotiations with its pilots 
over wage and work-rule concessions. 

However, United Chairman Ste- 
phen Wolf says: "I never directly 
linked the order with a deal from the 
pilots." 

The huge order, said the United 
chairman, is a "strong showing of 
good faith that works for all employ- 
ees and especially for the pilots." It is 
also a strong hint to the pilots that 
now that he had committed the air- 
line to expansion they were obliged to 
help him bring United's wage costs 
down near those of archrival Ameri- 
can Airlines. 

Wolf makes no secret of his sympa- 
thy for the pilots' main moan, that 
they had ;-.ade earlier concessions 
only to watel the airline's profits and 
credit go to buy hotels and rental car 
businesses. Undoing this diversifica- 
tion helpee" reassure the pilots that 
their help >n keeping costs down 
would result  n J stronger airline. 

Will the pilots relent? A federal me- 
diator has been involved in talks be- 
tween United and its pilots since last 
spring, but the negotiations have so 
far achieved little. The pilots' resis- 
tance to cost-cutting has been heavily 
influenced, no doubt, by United's im- 
proved profits—at $65.4 million in 
the first quarter, double the same peri- 
od last year. 

Wolf clearly hopes that the pilots' 
union will match his giant commit- 
ment with one of its own. Meanwhile, 
the airline is expanding its highly 
profitable Pacific routes as fast as pos- 
sible—and will add more flights there 
as soon as it gets its new Boeing 747 
jumbos in the fall. 

If the union continues to hang 
tough, it will have undercut Wolf's 
nonconfrontational approach to solv- 
ing the long-term problems of the 
airline. 

From the Mekong 
to Motown 
Samuel Plum last month made his- 

tory, or at least earned a footnote 
in it, when he got two pension funds 
to attempt a hostile takeover. Plum, 
44, is president of Charterhouse Inc., a 

small New York investment bank 
owned by Charterhouse Bank Ltd., 
which is the Royal Bank of Scotland's 
investment banking arm. Plum con- 
vinced Detroit's Policemen & Fire- 
men Retirement System and the 
city's General Retirement System to 
bid $28 million, or $7.50 a share, for 
the ailing Income Opportunity Real- 
ty Trust. 

The numbers made a certain sense. 
Industry analysts estimate shares in 
the trust may be worth as much as 
$14 in today's market. 

But how in the world did a bunch of 
cops and firemen become corporate 
raiders? Basically by getting bad in- 
vestment advice four years ago. In 
1985 the two Detroit pension funds 
bought 20% of Income Opportunity 
Realty Trust at the initial offering 
price of $20 a share. 

The trust, a creation of the now 
troubled Texas real estate firm South- 
mark Co., is traded on the American 
Stock Exchange. In the hands of | 
Southmark principals Gene Phillips 
and William Friedman, the trust in- 
vested in office parks and apartments 
in Ohio, Texas and Georgia. It was' 
downhill from there. 

The trust's stock price dropped as 
low as 4'A in early 1989. Phillips and 
Friedman, who were ousted from 
Southmark last January amid allega- 
tions of mismanagement and self- 
dealing, retain control of the trust's 
board even though they own fewer 
than 5% of the shares. That is what 
Plum, backed by the two pension | 
plans, wants to change. 

SconThixJc JB Pictures 

Samuel Plum of Clxirterlx>use Inc. 
Making firemen, into raiders? 
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Faces 
Behind the Figures 

Since Plum's assault on Income Op- 
portunity in mid-April, the trust's 
shares have climbed past $8. Given 
the $14 value some analysts put on 
the shares, the pension plans, whose 
assets exceed $3.2 billion, sweetened 
their bid to $9 earlier this month. If 
they are successful, Charterhouse 
stands to make close to $750,000 in 
fees and to distinguish itself as what 
Plum calls an "American beachhead" 
for its British parent. 

Investment bankers love to toss 
around combat metaphors, but Plum 
does not use them lightly. In the late 
1960s he was one of only a handful of 
Harvard undergrads to join Army 
ROTC—and right after graduating with 
a degree in American history, he 
signed up for infantry duty in Viet- 
nam. Two years and a Bronze Star 
later, Lieutenant Plum returned to 
Harvard for an M.B.A. He ended up as 
an investment banker at PaineWeb- 
ber, where he stayed until he joined 
Charterhouse this February. 

Plum's battle for Income Opportu- 
nity could be decided by early next 
month.—Matthew Schifrin 

A new itch at Fitch 
Russell Fraser broke his coccyx two 

years ago when a bronco threw 
him from the saddle. Now he is brac- 
ing for another rough ride. Fraser, 48, 
and Robert Van Kampen, the founder 
of bond house Van Kampen Merritt, 
last month paid an estimated $ 12 mil- 
lion  for  Fitch  Investors  Service,  a 

KjcturJ (i.m ditch 

Fitch's II Russell I raser 
"Nobody's really competed with 
S&P and Moody's for years." 
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small and, until now, drowsy credit- 
rating agency. Fraser's plan? To take 
on industry giants Moody's Investors 
Service and Standard & Poor's. 

Fitch, founded in 1913, was once a 
market leader but lost ground in the 
1960s. Fitch simply couldn't offer as 
wide a range of services as Moody's, 
which is owned by Dun &. Bradstreet, 
and s&p, owned by McGraw-Hill. 
Last year Moody's revenues were an 
estimated $170 million, and s&p's 
were $350 million. Fitch's revenues, 
in contrast, came to just $5 million, 
on which it lost $1 million. 

Nonetheless, Fraser is thinking big. 
Backed by Van Kampen's fortune of 
some $250 million, he doubled Fitch's 
payroll in his first eight days as chief 
executive. Fraser's competitors are a 
bit startled by the way he lassoed 
some of their top talent. One of his 
first raids was on s&p, where he 
snared the managing director for fi- 
nancial institutions, Stephen Joynt, 
and the chief outside counsel, Neil 
Baron, by offering them equity in 
Fitch and as much as 30% more in 
salary. 

A gravel-voiced chain-smoker who 
wears cowboy boots even in the of- 
fice, Fraser brings his own skills to the 
job. He was chief executive of Ambac 
Indemnity, a leading bond insurer, 
and prior to that he worked as an 
analyst at s&p and director of fixed- 
income research at PaineWebber. 

Fraser likes to spend time on his 
166-acre ranch in northwestern Wyo- 
ming. But now his mind is on Fitch. 
"Nobody's really competed with s&p 
and Moody's for years," he says. "It's 
gonna be a long road, but we're gonna 
shake things up a bit." 

Fitch's niches? Fraser plans to con- 
centrate on rating health care issues, 
one of the agency's traditional 
strengths, and rating "structured 
financings," the booming market in 
securitized bundles of boat loans, 
credit card receivables and the like. 

Fraser already has his customer-ser- 
vice pitch down pat. "Just try getting 
s&.p or Moody's on the phone at 5:01 
p.m.," he huffs. "I bet you most in- 
vestment banks do 50% of their work 
after 5 p.m. We'll have people here 
from 8 a.m. to 8 p.m."—J.Z. 

High stakes 
In his box seat at the Kentucky Der- 

by, Murray Lawrence fidgeted as 
the 15 Thoroughbred racehorses 
bucked and bumped into one another, 
jostling for position in the starting 
gate. Lawrence wasn't nervous about 
the outcome of the featured race; he 

Chris Davles Ncmork 

Lloyd's of London's Murray Laurence 
Horses don't have partial losses. 

was worried one of the horses might 
get injured. 

As chairman of Lloyd's of London, 
Lawrence, 54, had more than $15 mil- 
lion in potential insurance claims rid- 
ing on the track that day. Lloyd's is 
the 301-year-old consortium (estimat- 
ed 1989 revenues, $7 billion) that is 
famous for insuring everything from 
Jimmy Durante's nose to Betty Gra- 
ble's legs to supertankers to satellites. 
Less well known, Lloyd's is also the 
largest insurer of Thoroughbred race- 
horses. Its four horse syndicates com- 
prising 1,414 members, which cover 
steeds valued at up to $100 million 
each, will take in some $70 million in 
premiums this year. Because a spill, or 
even a slight misstep, can shatter the 
delicate leg bones of a Thoroughbred, 
annual mortality premiums can reach 
16% of a horse's insured value—at 
least double, and sometimes triple, 
the rate charged on a high-profile 
show business personality. 

Lloyd's insures against more than 
death or disabling injury to a horse in 
training, of course. A lot of money 
rides on horse breeding, so Lloyd's 
insures against male infertility from 
sickness or disease, against sterility in 
mares and death of fetuses. Lloyd's 
even offers policies that pay off if a 
stallion's romantic advances succeed 
less than 60% of the time. 

"The problem with insuring horses 
is you don't have partial losses," says 
Lawrence. "The horse is either dead 
or alive. If you lose a couple of top 
horses, your results can look pretty 
sick." In recent years, as it happens, 
Lloyd's horse insurance business has 
shown good form, with profits ex- 
ceeding $5 million last year. 

At the track proper Lawrence is a 
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'They grew 350% in fouryears. My portfolio 
should only be filled with $5 billion companies 
like that." 

—investment banker 

MCI. We showed them. Let us show you* 

ICI Communications Corporation. 1989 
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good judge of horseflesh: In the Derby, 
he had a $5 ticket on the winner, 
Sunday Silence. He fancies Lloyd's- 
insured Easy Goer in the upcoming 
Preakness.—Kerry Hannon 

Dig in, Robert 
Robert Meyrowitz wants to bring 

rock concerts to couch potatoes. 
His idea: show concerts via pay-per- 
view TV. That way, aging fans of the 
Grateful Dead or Rolling Stones can 
experience live performances with- 
out leaving home. Their teenage 
children can watch heavy metal acts 
like BulletBoys. Says Meyrowitz, 
"There's really no TV venue for live 
rock 'n' roll." 

Meyrowitz is no dreamer. As owner 
and president of DIR Broadcasting (es- 
timated 1988 revenues, $15 million), 
he is one of the leading radio impresa- 
rios in the U.S., supplying hundreds of 
stations with canned programs rang- 
ing from Rick Dees Weekly Top 40 to This 
Date in Baseball History. 

Except for wrestling and boxing 
matches, pay-per-view revenues have 
been a disappointment in the U.S. But 
Meyrowitz, 46, is betting that tele- 
vised rock events will draw smaller, 
more affluent audiences. Says he, 
"With rock 'n' roll there is an oppor- 
tunity for two different groups of fans: 
the young audience who can't go to 
the shows, and older audiences who 

may be just a little tired of going to 
the shows but still like the music." 

The monthly concerts will cost 
$19.95, versus $30 or more for a con- 
cert ticket. Meyrowitz so far has com- 
mitted $10 million to the venture for 
the first year's production and adver- 
tising costs. With expenses at about 
$700,000 per show, he needs 70,000 
viewers to break even. 

Meyrowitz is pushing the shows 
through DIR, which has been up and 
running for 16 years. Back in 1973 
Meyrowitz was an ad salesman for 
NBC radio. He showed his resourceful- 
ness when the World Series lasted 
only five games that year and many 
NBC radio affiliates were left without 
programming on a Sunday night. He 
convinced them to air a live rock 'n' 
roll concert featuring Three Dog 
Night. It was a shotgun marriage of 
live rock and new advertisers. So be- 
gan the King Biscuit Flower Hour, 
Meyrowitz' first big show. 

Today DIR'S radio programs reach 
more than 20 million listeners. King 
Biscuit, now carried on more than 250 
radio stations, has done live broad- 
casts of such luminaries as the Roll- 
ing Stones, the Grateful Dead and the 
Who. It may also be the ideal medium 
for hyping the June 4 premiere of DIR'S 
pay-per-view service, featuring heavy 
metal rockers Ozzy Osbourne and 
BulletBoys. The July show: Pink 
Floyd, last year's biggest concert act. 

Despite his $5 Ashton Cabinet ci- 
gars, Meyrowitz hasn't gone totally 
button-down. When asked what DIR 
stands for, he coyly offers Dimensions 
in Radio, Directions in Rock or Dig It 
Radio. Or might it be Dealing in 
Risk?—Peter Newcomb 

'. jlesla 

DIR Broadcastings Robert Meyrowitz 
If wrestling can draw viewers, why not rock 'n' roll? 
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to South Carolina, 

INTERSTATE 
SOUTH CAROLINA 

INTERSTATE 
SOUTH CAROLINA 

INTERSTATE 
SOUTH CAROLINA 

INTERSTATE 
SOUTH   CAROLINA 

INTERSTATE 
SOUTH CAROLINA 

We mean that literally. Nearly two- 
thirds of all major markets in the U.S. 
are within 750 miles of our borders. 
And you can reach them via one of the 
nation's best integrated transportation 
networks: five interstate highways, 
three seaports, six commercial air- 
ports and two major rail carriers. 

South Carolina offers an abundance 
of new incentives to help your business 
take off. Examples: A five-year exemp- 
tion from county ordinary property 
taxes for new or expanded facilities 
with investments of 550,000 or more. 
And the option to negotiate with 
counties a fee in lieu of property taxes 
for investments over S85 million. 
Michelin and Union Camp are two 
major companies that recently have 
taken advantage of these new incen- 
tives. South Carolina also will train 

your workers at little or no cost to you 
through our state-supported technical 
education system. 

In South Carolina, you'll enjoy a 
quality of life that obviously agrees 
with both management and work force. 
Perhaps that's why we have the highest 
levels of productivity and lowest levels 
of work stoppage in the nation. 

We 11 do everything we can to help 
your business take off in new direc- 
tions. Please contact: Wa\Tie L. Sterling, 
C.I.D., Director, South Carolina State 
Development Board, Suite 9003, 
RO. Box 927, Columbia, SC 29202. 
Phone (803) 737-0400 or 
FAX (803) 737-0418. 

SouthCarcJina 



MOST COPIED ORIGINAL. International Paper is by far the world's leader in copier 
paper. Our people at Hammermill pioneered its development. And because ourj 
research and development experts work directly with major copier manufacturers! 
our paper technology moves at just as fast a pace as copier technology We, for exii 
ample, were the very first to offer to business a line of papers designed especially 
for desktop publishing. Today, our papers are not only state-of-the-art, they're test 
ed for quality 38 times. That's why they run through your copiers so beautifully 
reliably and fast. Copy after clean, crisp copy. And that's why our leadership in copier 
paper has never been duplicated. INTERNATIONAL @ PAPER. Use our irnaginatior 

©1989 International Paper Cc 
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The Forbes/Wilshire 5000 Review 

Edited by Steve Kichen 
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Market value of Wilshire 5000 
$2,873.9 billion as of 5/4/89 

.Wilshire 5000 equity index1 

The total price of all stocks for 
.which daily quotations are 
available, weighted by market value 

Dow Jones 
industrial average 
The total price of 30 
blue-chip industrial stocks 
adjusted to reflect splits. 
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Up against a wall. Since peaking at 2419 on Apr. 27, the 
Dow declined in eight of the last ten trading days but still 
managed to finish the two-week period ending May 4 with 
a slight gain. Nevertheless, there are signs—for contrar- 
ians—that the current rally may have run its course. For 
example, according to the Investor's Intelligence weekly 
poll of money managers and market newsletter editors, 
bearishness is at a 12-month low in that only one in three 
advisers is gloomy about the market's prospects. The 

current reading is in sharp contrast to last December's 
result from the New Rochelle, N.Y.-based firm, when 
55% of advisers were bearish. Another contrary indicator, 
the Chicago Board Options Exchange put/call ratio, shows 
a high degree of bullishness. This ratio is at 28%, indicat- 
ing that investors are buying many more calls than puts. 

The Wilshire index, which measures the market value 
of all traded stocks, once again exceeds S3 trillion. At its 
August 1987 peak the Wilshire hit $3.3 trillion. 

(lose up On the I quity Markets 

Performance of six leading indexes 

Percent change 
Wilshire 

5000 
Forbes 
5002 

Dow (ones 
industrials 

NYSE 
Composite 

Amex Market 
Value Index 

NASDAQ 
Composite 

in last 4 weeks 4.2 4.1 4.1 3.7 4.8 5.2 

in last 52 weeks 17.6 17.4 18.1 17.5 14.4 13.1 

Stock performance based on six key investor yardsticks* 

Percent change 
Company size Volatility4 P/E multiple Dividend yield Growth profile5 Share price 

large small high low over 21 under 8 over 4.5% none high low over $34 under $4 

in last 4 weeks 4.2 6.1 5.2 2.4 4.6 3.0 1.8 4.4 5.1 3.3 4.2 2.6 

in last 52 weeks 20.2 17.7 11.5 8.5 24.9 12.7 3.4 17.7 12.6 14.8 23.0 -1.2 

Vilshue index reflects price performance. It differs slightly from market value of outstanding stocks because of retirements of equity since index was 
qual weighted indices containing all shares with market capitalizations over $10 million.4A stock's sensitivity to overall market movement. High-vi 

■ ice fluctuations, low-volatility issues are more stable. 'A quantitative evaluation of a stock's growth image, determined by Wilshire Associates. 

created. 2Based on sales, 
jlatihty issues have wide 

ote: All data for per 
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Where the Action Is 

Oil stocks slid backward in response to weakening oil 
prices. While six of the nine Wilshire sectors advanced 
over the last two weeks, the energy group fell 2%. Texas 
Eastern, Amerada Hess and American Barrick Resources 
all posted declines of more than 5%. Utility issues, led by 
U.S. Cellular, Contel Cellular and McCaw Cellular, were 
the best-performing group over the last two weeks. 

By playing hard to get, Citizens & Southern thwarted 
NCNB'S takeover attempt, but its stock took it on the chin 
when the deal fell through. The Atlanta, Ga.-based region- 
al bank dropped by more than 15% when NCNB changed 
its mind and thought better of pursuing Citizens in a 
hostile manner. As a result, NCNB advanced 12% for the 
two-week period. 

^"N/ Percent change in last 52 weeks 0<2> Percent change in last 2 weeks 
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What the Analysts Think 
Technology's trailing edge. Security analysts scaled back 
their 1989 forecasts for six of the nine Wilshire sectors, 
with technology stocks showing the sharpest estimate 

cuts over the last two weeks. Among the firms in this 
group with lower estimates: Frequency Electronics, Io- 
mega Corp., Radiation Systems and Wang Labs. 

Forecasting the Forbes Sales 500 

Performance 
period 

Average 
earnings per 

share        P/E 

latest 12 months 
1989 estimates 
1990 estimates 

$3.34        12.5 
3.87        10.8 
4.21          9.9 

Rank based on 
change in estimate              Sector 

Estimated 1989 
EPS             P/E 

% change in 1989 estimate 
in 2 weeks      in 4 weeks 

1                      Raw materials $3.45 9.3 0.38% 0.48% 

2                        Energy 3.31 11.8 0.34 0.59 

3                      Capital goods 3.00 12.8 0.33 0.37 

4                        Consumer nondurables 2.73 14.0 -0.13 -0.39 

5                        Utilities 3.05 10.7 -0.23 -0.29 

6                      Finance 3.73 8.5 -0.27 -0.66 

Consumer durables 4.25 10.1 -0.43 -2.34 

8                        Transportation 2.84 10.8 -0.59 0.66 

9                        Technology 3.09 11.4 -0.82 -1.57 

Earning projections are capitalization-weighted consensus estimates from over 3,000 security analysts Data are compiled and updated continually by the Institutional Brokers 
Estimate System |1BES), a service of Lynch, (ones & Ryan, a New York-based brokerage firm. 

NoicTTratTtorpcrioJsTnXigV4/89Pr^ 
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It stands for involvement. 
It collects the rewards of innovative thought. 
And this year, the success of our employee 

suggestion plan confirms without doubt that inspiration 
is the real mother of invention. And reaffirms that 

ideas are our most 
valuable resource. 

The kind of 
ideas that led to 
the discovery and 
development of the 
first high-density 
polyethylene and 
polypropylene 
resins, revolution- 
izing the plastics 
industry The kind 
of creativity that 

unlocked the alkylation code to generate high-octane 
fuel. The kind of imaginative thinking that gave rise to 
more active US. patents than any other oil company 

It stands for progress. It collects the rewards of 
efficiency and profitability And we stand secure in the 
knowledge that our power for tomorrow is found in 
the power of suggestion. 

PHILLIPS PETROLEUM COMPANY!! 
For a copy of our annual report, write to Greg Derrick, Phillips Petroleum Company, 16 A-l Phillips Bldg., Bartlesville, OK 74004. 
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Statistical Spotlight 

Wall Street is paying too much attention to 
pharmaceutical products on the come and 
not enough to the here and now. 

Wrong medicine 

By Evan Sturza 
and Douglas Kortrey 

IF YOU LISTENED to the bulls on 
Upjohn in 1987, you probably 
thought its Rogaine baldness 

treatment was just about the most 
important drug since aspirin. The 
stock vaulted to 35 times earnings 
before Rogaine gained approval for 
sale in the U.S. But now, nine months 
after Rogaine's release, sales are be- 
low expectations. Upjohn's stock is 
down 43% from its August 1987 peak. 

It happens all the time in the drug 
business. Not quite eight years ago 

(FORBES, Sept. 14, 1981) we listed ana- 
lysts' picks of the most promising 
wonder drugs in the pipeline. Half of 
the eight would-be blockbusters 
turned out to be clunkers, including 
SmithKline's Auranofin for arthritis, 
Sterling's Inoclor for cardiac failure, 
and Lilly's antibiotic Moxalactam. 
Each was expected to yield around 
$500 million in sales. In fact, they 
haven't even reached $200 million 
combined. 

Yet stock prices rose and fell on 
speculation over these drugs. 

There's a valuable lesson here for 
investors. The pharmaceutical indus- 

try as a whole has good prospects. It 
stands to prosper from an aging popu- 
lation and expanding federal and pri- 
vate medical insurance. There is also 
the takeover angle. And the number 
of big players in the business is fairly 
limited: There are now only 12 do- 
mestic players with revenues over $1 
billion. 

Under these circumstances the in- 
dustry is attractive, not on wild hopes 
for wonder drugs, but for its everyday 
products. Which drug stocks look the 
cheapest? The following table pro- 
vides some insight here. It ranks the 
12 largest drug firms by the total- 
price-to-sales ratio. (To get this figure, 
we added each company's total debt 
to its common stock market value to 
get a total price, then divided by 
sales.) 

Merck is at one extreme; it will 
cost you $4.56 to get a dollar's worth 
of sales there. At Upjohn the price is 
just less than half that. The stock 
market is rewarding Merck for its 
supposed superiority in research and| 
development—for its future block- 
busters, that is. But that, as history! 
seems to show, is a weak reed for| 
stock prices. 

Of course, Merck's profit margin is I 
also fatter than Upjohn's, but time| 
could alter this relationship. In what 
is clearly a growth industry, Upjohnj 
stock looks cheap. ■ 

Just say no 
Overpriced drug companies 
tor's health. The 12 largest 
are ranked below on their 

can be harmful to an inves- 
drug companies in the U.S. 

total-price-to-sales ratios. 

(Total PSR 
the highest 
sales ratios 

is explained above.) Merck and Syntex have 
profit margins, but even so, their price-to- 
leave little room for disappointment. 

Company 

 Prii 

recent 

Market 
value 
(Smil) 

Total 
debt 

(Smil) 

 Sales- 
total 

(Smil) 

 Price 

earnings 

to  
cash 
flow 

Net 
profit 

margin 
Total 
PSR 

52-week 
change 

% 
drugs 

Warner-Lambert 87 33% $5,899 $512 $4,000 31% 16.5 13.5 8.9% 1.60 

Rorer Group 40 30 1.268 533 1.064 100 20.0 10.7 6.0 1.69 

SmithKline Beckman 62 18 7,707 1 208 4,828 54 40.0 17.1 4.0 1.85 

Pfizer 62'/!; 16 10,525 964 5,524 64 13.0 10.7 14.7 2.08 

Upjohn 30'/; 6 5,652 474 2,839 81 15.7 12.4 12.7 2.16 

Bristol-Myers 487/8 24 14,076 389 6,055 42 16.5 14.7 14.1 2.39 

American Home Products 93'/« 24 13,606 20 5 608 47 14.2 12.7 17.1 2.43 

Schering-Plough 66tt 38 7,454 1,002 3,049 74 18.0 14.9 13.6 2.77 

Squibb 77% 29 7,598 260 2,652 86 17.2 15.7 16.7 2.96 

Eli Lilly 35 15,455 604 4,223 44 19.0 16.0 19.2 3.80 

Syntcx 46-V. 16 5,426 m 1,336 90 17.0 15.6 23.9 4.26 

Merck 67% 30 26,694 1,018 6,074 92 20.9 18.9 21.0 4.56 

SOUIXXS alue Une and Media General Database Sen ices via loins CD Investment, l-'tu 
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By outperforming our peers, DJ and S&cP, 
we're getting high grades from shareholders. 

With a three-year total annual 
return of 29 percent, we've put 
quite a long distance between 
ALLTEL and all the others. 

The average return of our 
peer group - the 15 largest tele- 
communications companies - 
figured out to about 20 percent. 
Dow Jones averaged just 16 
percent. And Standard & Poor's 
13 percent. Lots of competition 
for second place. 

Total return comprises, of 
course, any increase in the value 
of the stock, together with the 
annual dividends. Last year our 

ALLTEL Corporation 
Twelve Months Ended Dec. 31, 1988 

Assets  $2.2 billion 
Revenues and Sales $1.1 billion 
Reported 

Net Income $ 125 million 
Earnings Per Share $2.91 

From Operations* 
Net Income $ 134 million 
Earnings Per Share $3.13 

Dividend Rate $1.72 
Average Common 

Shares Outstanding . .42.3 million 
'Excludes One-Time Adjustments 
Ticker Symbol: AT Listed on the New York 
and Pacific Stock Exchanges. 

ALLTEL Corporation, 100 Executive 
Parkway, Dept. F, Hudson, OH 44236. 

^CIUXEI 
CORPORATION 

Excellence in Telecommunications 

dividend was raised again, for 
the 28th consecutive year, this 
time by a whopping 13 percent, 
the biggest boost in ALLTEL 
history. 

With the acquisition of CP 
National Corporation we became 
a billion-dollar company with 
phone service in 25 states, and 
non-regulated operations ex- 
panding from cellular telephone 
and long-distance service and 
equipment supply into air traffic 
control, naval defense systems 
and natural gas. For a closer look, 
write for our latest annual report. 
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Don't call it a deal 
without a documentary credit 

The 24-hour 
container division 
at London's 
busy Port of Tilbury. 

International trade wouldn't be boom- 
ing the way it does without banks pro- 
viding a guarantee that the flow of goods 
will be matched by a flow of money 

But the documentary credit is just one 
instrument designed to pave the way for 
global communications. Foreign ex- 
change, of course, is at the roots of all 
international dealings, private as well as 
business. Imaginative banks, especially 
those which set their sights on world 
markets at an early date, keep coming up 

with new, ever more flexible ways of 
financing cross-frontier trade: swaps, 
hedges, futures transactions - to name 
just a few. 

UBS is one of those banks. It is Switzer- 
land's leading universal bank, and one of 
only a handful of AAA banks in the world. 
Don't call it a deal without testing us. 

UBS. The bank of experts. 
ITMC\ Union Bank HS' of Switzerland 

UBS in the United States : i caa in New York. Chicago. Los Angeles, Agency in Houston; Representative Office in San Francisco. 
UBS in Canada: Toronto, r       :rcal, Calgary Head Office: Union Bank of Switzerland. Bahnhofstrasse 45. CH-8021 Zurich. 



Capital Markets 
MONEY & INVESTMENTS 

If you think interest rates are going 
down, buy zero munis-but only if you 
are in a high tax bracket-and make 
darned sure the zeros are noncallable. 

TAX-FREE ZEROS 

By Ben Weberman 

Zero coupon municipal bonds have 
become very popular with brokers 
because they can generate large 
commissions. Are they right for the 
customers? In a word, sometimes. 

Like any zero, a tax-exempt zero 
pays all its interest in a lump sum at 
maturity. That arrangement has its 
advantages as well as its disadvan- 
tages. Before getting too serious 
about a broker's offer, ask yourself 
four questions. Proceed only if all 
four answers are yes. 

First, are you in a high federal tax 
bracket, preferably 33%? In round 
numbers, U.S. Treasury zeros yield 
9% to maturity, or 6% aftertax for 
an investor in a 33% federal brack- 
et. (Treasurys are exempt from state 
tax.) Municipal zeros of good but 
not excellent credit quality yield 
7%. That one-point advantage to 
the muni makes up for certain dis- 
advantages, such as lower safety. 

At any rate, the aftertax return on 
muni zeros, especially if also ex- 
empt from state income taxes, is 
comfortably higher than from Trea- 
surys, and for long-term holders— 
such is the power of compound in- 
terest—that extra 1% can make a 
big difference. You get that double 
tax exemption—if you live in a state 

Ben Weberman is a contributing editor of 
Forbes magazine. 

that levies income taxes—by buy- 
ing bonds issued by your own state 
or locality. If you live in California 
and buy a muni from New York, 
you will pay California tax on the 
interest. 

If your answer to question num- 
ber one is yes, I am in a high tax 
bracket, then read on. 

Next question: Do you think in- 
terest rates are headed down? A zero 
is much more volatile than its cash- 
coupon counterpart. If rates go 
down, you can do much better with 
the zero. If rates go up, you will get 
slaughtered. 

Third: Are you reasonably sure 
that you (or your heirs) will hold the 
bond to maturity? Lebenthal & Co., 
a New York City firm that special- 
izes in tax-exempts, has just put out 
a study on tax-exempt zeros that is, 
not surprisingly, bullish. But even 
this firm concedes that high trans- 
action costs make zeros very poor 
trading vehicles. Chairman James 
Lebenthal warns, "You better be 
prepared to be married to zeros until 
maturity." 

Fourth, are you protected against 
early call of the bond? In some 
cases, muncipal zeros are noncall- 
able, meaning that if interest rates 
go down the issuer cannot force you 
to cash in the bond early. The im- 
portance of this matter cannot be 
overemphasized. Calls are a hazard 
with any bond. With zeros, the haz- 
ard is particularly acute. Here's 
why. Whenever you buy a callable 
bond, you are in effect buying a 
bond and simultaneously giving the 
issuer a call option. That call option 
is exercised by the issuer (to your 
considerable disadvantage) if inter- 
est rates go down a lot. It is a basic 
fact of life that the more volatile a 

security is, the more valuable an 
option on it is. Since zeros are more 
volatile than their full-coupon 
counterparts, calls on them are 
more valuable. So when you buy a 
callable zero you are giving away a 
more valuable option, perhaps with- 
out realizing it. 

Think of it this way. When you 
buy a zero, you are making a bet—a 
steeply leveraged bet—on interest 
rates. If rates go down, you have a 
capital gain. If rates go up, you have 
a capital loss. Calls upset this sym- 
metry. They leave in place the po- 
tential for capital losses. But they 
chop off the potential capital gain. 

Consider what happened to origi- 
nal buyers of the Minnesota Hous- 
ing Finance Agency zero coupon, 
AA-rated bonds due July 1, 2014. 
The bonds came to market in 1983 
priced at $44 per $1,000 of maturity 
value, which represented a yield to 
maturity of 10.4%. 

Nowadays an AA muni zero 
would yield maybe 7%, which 
translates into a price of $177 for a 
zero with a little more than 25 years 
left to run. Too bad for the original 
buyers, but their bonds are worth 
only $91 each. Why? Because the 
housing agency can and will call 
them as soon as enough mortgage 
prepayments come in to cover 
them, which could happen in 10 to 
12 years. The call price, by the way, 
won't be the $1,000 maturity value, 
but rather a much lower "accreted 
value." Accreted value is equal to 
the original purchase price of $44, 
compounded semiannually at the 
original yield of 10.4%. Currently 
the accreted value is only $79 per 
$1,000. (Those who buy at 91 today 
will get an 8.8% yield if the bond is 
called in 10 years.) 

Unsavory call provisions are a 
common feature of bonds issued to 
provide funds for home mortgages, 
since mortgage securities carry 
heavy prepayment risk. Also, hous- 
ing agency issues specify that bonds 
must be called if the principal raised 
is not fully invested within three 
years, and may be called earlier. 

Here are several noncallable 
muni zeros: The A-rated New York 
State Urban Development Corp. ze- 
ros of 2011, trading at $203 to yield 
7.5%; the AA +-rated Connecticut 
general obligation bonds due 2008, 
selling at $263 to yield 7.1%; and 
the A-rated Commonwealth of 
Puerto Rico general obligation 
bonds due 2003, trading at $366 to 
yield 7.25%. ■ 
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Portfolio Strategy 
MONEY & INVESTMENTS 

The time to buy a stock is when no one 
wants it. Belly up to the defense bar, boys. 
Its happy hour on these stocks. 

BUY 'EM WHEN 
THEY'RE NOT HOT 

By Kenneth L. Fisher 

Now is the time to buy defense 
stocks—when no one wants them. 
Sure, defense spending will be ham- 
mered by all the forces you hear 
about—primarily federal budget 
deficit pressures and the public's 
new view of less need for spending 
because of the Russians' recent dov- 
ish cooings. But these stocks have 
overdiscounted the bad news. They 
arc much too cheap. 

Recently I was talking with a pro- 
fessional investor who was down on 
General Dynamics (57), whose earn- 
ings he estimated would fall 35% by 
1991. That appears unlikely to me, 
but even if he is right, my response 
was, "So what? That would move 
GD from six times earnings up to 
nine times earnings." Still a sub- 
stantial discount from the market. 

At $57, the market says GD is 
worth about $2.3 billion—a hair's 
whisker over book value. With 
$300-million-plus of yearly earn- 
ings and $350 million of deprecia- 
tion, it sells at less than 3.5 times 
cash flow, which is a cash flow yield 
of more than 28%. Beat that! 

Of course, all defense stock P/ES 
aren't that low, but earnings alone, 
out of context, can mislead. That's 

Kenneth I. Fisber i> a Woodside, < ahf based 
money manager lie has written two hook's 
Tin- Wall Street Waltz and super Stocks. 

why my favorite way to see what is 
unpopular is to look at price/sales 
ratios (PSR)—what will the market 
pay for the firm's revenues? 

You figure PSRS by taking the 
company's total market value— 
stock price times number of 
shares—and expressing it as a ratio 
to sales. Thus if a company had a 
market cap of $2 billion and sales of 
$5 billion, the PSR would be 0.4. And 
when you look at PSRS, the defense 
stocks seem even cheaper than their 
already low P/ES indicate. 

As a routine monthly fire drill, 
my firm takes the Standard & Poor's 
Compustat group of 7,180 stocks 
and ranks by PSR those with market 
capitalizations above $150 million, 
and then breaks all of these down 
into deciles—10% groupings from 
lowest to highest—to see where 
the bodies he. 

Where does defense fit into this 
popularity spectrum? Smack dab in 
the lowest 10% group, which tops 
out at 33 cents on the sales dollar. 
General Dynamics, for example, 
sells at 25% of its annual sales, 
Grumman 18%, Lockheed 26%, 
McDonnell Douglas 20%. 

Should these stocks really be con- 
sidered among the worst 10% of all 
companies? No! They have above- 
average balance sheets, cash flow 
and proprietary products. They also 
possess massive electronic know- 
how, which could be redeployed 
into nonmilitary products. Sure, 
with their low-growth or no-growth 
future these firms are far from the 
best companies in America, but 
they are also far from the worst. 

How deeply will we cut the de- 
fense budget? Not too deeply, I 
think. We're not going below $300 
billion. That's enough for the cutters 

and the stocks. Defense spending is 
at 7% of GNP—not high by any long- 
term historical standard. The "Rea- 
gan buildup" was merely a reaction 
to underspending in the two prior 
decades, when defense spending fell 
from 12% of GNP to 5%. Because 
defense is such an emotional issue, 
it's one where there is always more 
extreme talk than reality. 

Take Grumman (20). Everyone is 
sure it has no future since it has a 
lack of new prime contracts and be- 
cause Defense Secretary Cheney 
proposes burying its classic F-14. 
Yet new systems cost a bundle to 
develop, both for Uncle Sam and the 
developer, and provide no benefits 
for years. As a penny-pinching 
Congress awakens to the costs of 
futurism and the jillions saved by 
upgrading the existing fleet of prov- 
en tactical equipment—including 
Grumman's F-14—there may be a 
much better day for Grumman than 
is commonly envisioned. There are 
hundreds of F-14s on carriers right 
now that need upgrades yesterday. 

Sure, no one wants old toys in an 
unlimited budget environment, but 
in our world, modernizing is a high- 
payoff alternative. If I'm right, this 
very unpopular stock of a good but 
not great company is quite cheap at 
85% of book value. Interestingly, in 
the 24 hours after Cheney an- 
nounced killing the F-14 budget, 
Grumman stock bounded up a 
point—a full 5%. 

In fact, the defense stocks as a 
whole have been acting nicely 
through this period of dismal 
news—more sign that the bad news 
is already overdiscounted in the 
market. Not only are there the su- 
percheapies like Lockheed (47) and 
McDonnell Douglas (79), but also a 
bevy of smaller firms with niches, 
like Sparton Corp. (11), which domi- 
nates sonobuoys, or M/A-Com (8) in 
high-speed microwave semiconduc- 
tor technology. Finally, for those 
who can see that defense stocks are 
too cheap, but are afraid of all they 
read, you can hedge your bets with 
one of the firms that is only partly 
in defense, like Raytheon (69), which 
looks cheap at eight times earnings 
and 47% sales, with half its revenue 
in other areas. Ditto for Rockwell 
International (22) and TRW (44). 

Remember, the time to buy a 
stock is when no one wants it. It's 
hard to make yourself step into the 
breach, but it's one of the surest 
ways to make money. For defense, 
the time is right now. ■ 
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Observations 
MONEY & INVESTMENTS 

Technology does not give us the produc- 
tivity gains it should because we aren't 
saving enough to finance its application. 

SLIPPING LIVING 
STANDARDS 

By Ashby Bladen 

The lead article in the May 1 Wall 
Street Journal was written by Alan 
Murray and entitled "Losing Faith: 
Many Americans Fear U.S. Living 
Standards Have Stopped Rising." It 
reports that more Americans now 
believe our standard of living is fall- 
ing than still think it is rising. 
Whether that is really true depends 
upon whether you measure by GNP 
per capita or by real hourly wages in 
manufacturing, which have been 
declining since 1973 but are proba- 
bly about to resume rising under the 
impact of an overheating economy. 
But it is clear that American pro- 
ductivity, in the industries where it 
can be measured, is improving at a 
wornsomely slow pace that does 
not reflect the accelerating growth 
of technological knowhow. 

Why is our productivity improv- 
ing so slowly? One obvious part of 
the answer is the low level of sav- 
ings available to turn technological 
mnovation into more efficient and 
useful tools. Another big part of the 
answer was given by Peter Huber in 
this magazine and in his recent 
book, Liability. The legal Revolution 
and Its Consequences. Until the 
1950s,  tort law (the law of civil 

Asbby Bladen is a financial consultant and 
author Of How to Cope with the Develop- 
ing Financial Crisis 

wrongs) was part of the common 
law that had evolved over the centu- 
ries out of the common experience 
of the people. Its general principle 
was that anyone who was injured in 
an accident was entitled to damages 
only if the accident was caused by 
negligent or malicious behavior. 

Since then Progressive judges and 
law professors have been moving 
toward the view that anybody who 
suffers in any way should be com- 
pensated out of the deepest pockets 
available. That has caused manufac- 
turers to be held liable if a jury 
found their products inherently 
dangerous. And the unforeseen and 
unintended result was to discourage 
innovation because a jury is more 
likely to decide that a new and un- 
tried product is more dangerous 
than an old and familiar one is. 

This country, once the world's 
technological leader, is thus no 
longer reaping the full benefits of 
technology because we save too lit- 
tle and litigate too much. 

Yet we continue to spend more 
every year, even when many of us 
are experiencing a drop in real 
wages, and productivity is improv- 
ing at a snail's pace. Murray points 
out that neither of the two obvious 
explanations can last forever. First, 
our initial reaction to accelerating 
inflation was to send our women- 
folk to work; but now there aren't 
that many women left at home. And 
second, the American people "have 
gone ever deeper into debt to main- 
tain their standards of living." I 
would add that it is not merely we 
the people, but also our govern- 
ments, our businesses and the coun- 
try as a whole that have borrowed to 
live beyond their means. 

We can continue to do that only 

until our creditworthiness collapses 
under the weight of our debts, as has 
already happened to much of the 
Third World. 

We can best find our way out of 
the dilemma by asking why we 
abandoned the commonsense con- 
clusion, which is supported by the 
2Vi millennia of experience that are 
recorded in history, that excessive 
debt leads to disaster, not prosperi- 
ty. The obvious answer is the half- 
century of propaganda by the 
Keynesian economists against the 
virtues of saving and investing, and 
in favor of borrowing and spending. 
Keynesianism is, in fact, a moral 
revolution, and a psychobiographer 
would make much of the fact that 
young Keynes had no more use for 
the Victorians' financial virtue than 
he did for their sexual morality. 

It took a quarter of a century for 
the economists to drive common 
sense out of public policy, but since 
the beginning of the Kennedy Ad- 
ministration we have been follow- 
ing policies that, if we continue to 
follow them, can end only in a thor- 
oughgoing financial disaster. 

Why did we Americans find 
Keynesianism so attractive? Be- 
cause at least since the beginning of 
this century the Progressives have 
been telling us that our ancient con- 
stitutional order, based on the com- 
monsense values of personal liberty 
and responsibility, is obsolete. We 
can achieve the public purposes of 
national prosperity and progress 
only by allowing a scientifically 
trained elite to use the power of the 
national state to tell the rest of us 
what we must do, as Commerce 
Secretary Hoover urged in the 
1920s. But until the Keynesian rev- 
olution, the Progressives had not 
managed to construct a plausible 
plan for accomplishing those collec- 
tive goals. Keynes, a man who 
scorned conventional social moral- 
ity, persuaded most of us that it was 
perfectly okay to scorn convention- 
al financial morality. 

My conclusion is that we will get 
back on the financial track only by 
abandoning the Progressive way 
of thinking that has prevailed 
throughout the 20th century. Mind 
you, I am not predicting that we 
will do it. I am only telling you 
what is necessary to restore finan- 
cial stability. But unless and until 
we do it, inflation and interest rates 
will rise toward new peaks, and our 
national standard of living is more 
likely to go down than up. ■ 
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Solid profit growth. Year after year. 

he published profit 
tributable to the share- 
jlders of The Hongkong 
id Shanghai Banking 
orporation has risen each 
sar for over 20 years. 

;[ain points of the 1988 
|| suits: 

attributable profit up 19.7 % 
;toHK$4,300 million 
(US$551 million) 

<i earnings per share up 15.5 % 
I otal dividends up 16.7 % 
"bne-for-ten capitalisation 

ssue proposed for 1989 

Igether with its subsidiaries 
»ad associates, The Hongkong 

and Shanghai Banking 
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30 largest banking groups in 
the world. Listed on stock 
exchanges in Hong Kong and 
London, its shares are held 
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The HongkongBank group 
has more than 1,300 offices 
in some 50 countries and a 
staff of over 52,000. 

For a copy of the 1988 Annual 
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Hongkong and Shanghai 
Banking Corporation, 5 
World Trade Centre, New 
York, NY 10048, USA. 
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Wall Street Irregular 
MONEY & INVESTMENTS 

By Mark Hulbert 

The stock market has been strong this 
year, but the advisers with the best long- 
term records have remained bearish. 

FIGHTING THE 
MARKET 

But I believe this approach is seri- 
ously flawed. Newsletter editors on 
average may be wrong at turning 
points, but they still can be—and 
often are—more right than wrong in 
the months and years in between. 
Contrarianism, thus, may work at 
tops and at bottoms but can be dead 
wrong the rest of the time. 

For the 2 Vi years leading up to 
the August 1987 top, for example, 
investment letters were, by histori- 
cal standards, bullish. Accordingly, 
the contrarian Investors Intelli- 
gence—the best-known keeper of 
investment newsletter sentiment 
data—kept its subscribers mostly 
in cash. While they were out of the 
market when the crash occurred, 
they missed out on as many gains 
in the period leading up to Melt- 
down Monday as they saved by 
being in cash on the day itself. 

Another difficulty with the con- 
trarian theory is that it isn't very 
helpful when advisers are neither 
excessively bullish nor bearish— 
which is the case right now. The 
average recommended exposure to 
stocks at the end of April among 
the 100 or so adviser portfolios I 
monitor is a dead-neutral 50%. 
While this is more than double the 
reading that came right after the 
crash, it is well below the peak 
readings in the 80%-to-90% range 
recorded by investment newsletters 
in 1985 and 1986. 

It always seemed to make more 
sense to me to concentrate on the 
market forecasts of those few news- 
letters that have beaten a buy-and- 
hold approach over the previous 
several years. When I last wrote 
about this elite (see my Jan 9 col- 
n»ni), all but one of the group that 
had beaten the market since the be- 

Nothing is as bullish as a rising 
market. But try telling that to the 
investment newsletter editors with 
the best long-term records of tim- 
ing the market. Stocks may be ris- 
ing—indeed, with dividends includ- 
ed they are on average actually 
above their August 1987 peak. But 
most of the best stock market tim- 
ers, as monitored by my Hulbert 
Financial Digest, refuse to believe 
the rise is for real. 

This is quite a remarkable devel- 
opment. According to traditional 
contrary opinion theory, advisers 
ought to be growing more bullish as 
the market rises. But not only have 
the advisers with the best long-term 
track records remained predomi- 
nantly bearish throughout 1989's 
first months, on balance they actu- 
ally have become more so. 

To be sure, most contrarians 
make no distinction between the 
best-pertorming newsletters and 
their poorer-performing brethren. 
Instead, they try to determine the 
consensus forecast of all advisers 
and, when that loreeast is particu- 
larly bullish or bearish, recommend 
doing the opposite. 

Mark Hulbert i\ editor of the Alexandria. 
VcL-based Hulben Financial Digest Wis 
newest ixnih is The Hulben Guide to Finan- 
i i.il Newsletters (Probus Publishing) 

ginning of 1985 were bearish. Their 
reasons ranged from the purely 
technical (Bob Prechter's Elliott 
Wave Theorist) to the largely funda- 
mental (fames Stack's Invested).Mar- 
ket Analyst). 

And of course they were all 
wrong—the S&.P 500 rose 12.5%. Or 
do they know something we don't? 

Maybe they do, since they are 
still bearish, with an average port- 
folio exposure to stocks of only 
13%. And now even the exception, 
Norman Fosback and Glen King 
Parker's Market Logic, is making 
bearish noises. 

Fosback and Parker originally 
moved to a fully-invested posture 
on common stocks in June 1982. 
They stayed that way until building 
up a 20% cash position in April 
1987, six months prior to the crash. 
They moved back to being fully in- 
vested in December 1987 and re- 
main so today. 

But their econometric models 
now paint a seriously deteriorating 
outlook for the stock market. Fos- 
back and Parker's models factor in a 
host of different indicators. One is 
buying by corporate insiders, which 
rose to unprecedented levels after 
the crash and is now falling, al- 
though still in bullish territory (see 
my Jan. 23 column). Another factor 
to which they pay particular atten- 
tion has taken an even sharper turn 
for the worse: the mutual funds' 
cash-to-assets ratio. 

Fosback and Parker don't look at 
the ratio in absolute terms, but sub- 
tract from it what would be the 
"normal" mutual fund cash level 
given prevailing interest rates, rea- 
soning that interest rates alter the 
fund manager's incentive to hold 
cash. The result, they claim, is an 
"exceptionally powerful forecasting 
tool," which Fosback has named af- 
ter himself. 

The Fosback Index has been in 
positive and bullish territory for 
years. But now it is a just-barely- 
bulhsh 0.1%. Mutual funds, one of 
the major sources of support for the 
bull market, have very little "ex- 
cess" cash. They don't have very 
much more buying power left. 

The brightest and the best have 
been wrong for some time now, but 
either they are just being stub- 
born—which would be out of char- 
acter—or they are just a bit prema- 
ture. And with the lone bullish ex- 
ception now turning more bearish, a 
degree of caution would seem to be 
in order for all of us. ■ 
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INTERNATIONAL 500 

.     THE STATE OF THE 
GLOBAL ECONOMY 

How does the status of com- 
merce in the United States 
compare with that of foreign 
giants? Forbes' Special Report 
on International Business will 
focus on global economic 
events and currency values- 
factors that significantly affect 
the opportunities for corpora- 
tions and investors worldwide. 
This edition also features sta- 
tistical reports on both domes- 
tic and foreign businesses as 
well as articles on leading in- 
ternational companies. 

THE 500 LARGEST 
FOREIGN COMPANIES 

The 500 largest foreign compa- 
nies represent a significant 
portion of the world's revenue. 
Forbes readers will discover 
which companies dominate 
the international business 
world, where strong competi- 
tion exists, and which are the 
up-and-coming nations. 

:L 

THE 100 LARGEST U.S. 
MULTINATIONALS 

The success of U.S.-based mul- 
tinationals in international 
markets is influenced by sever- 
al factors. Forbes will survey 
the 100 largest companies in 
this category and measure 
their global accomplishments. 

THE 100 LARGEST FOREIGN 
INVESTMENTS IN THE U.S. 

In an area that is the focus of 
more and more attention, 
Forbes will rank the largest for- 
eign investors in America and 
report their revenue, net in- 
come, assets, degree of owner- 
ship of U.S. companies, indus- 
try and site of headquarters. 

100 U.S.-TRADED 
FOREIGN STOCKS 

This listing of international 
stocks available in America in- 
cludes exchanges and loca- 
tions, recent prices plus 12- 
month highs and lows, price to 
earnings ratios, dividends and 
yields. 

THE 100 CHEAPEST 
FOREIGN STOCKS 

From a unique database of 
more than 2,000 companies 
covering 39 industries and 
traded on 20 major stock ex- 
changes, Forbes will offer its 
third annual listing of the 100 
cheapest foreign stocks, listed 
by price/earnings ratios. 

PLUS THE 
WORLD'S BILLIONAIRES 

Also featured in this special is- 
sue is Forbes' "International 
Billionaires" list, a roster of 
the superrich outside the U.S. 
in the spirit of The Forbes 400. 
Who are they? What business- 
es made them billionaires? Did 
they build their fortunes them- 
selves or inherit it? 

Join Forbes' annual tour of 
the international business 
world. Advertise in the July 24 
issue of Forbes. 

Issue date: July 24, 1989 
Closing dates: 
All partial pages - June 12 
All full pages - June 19 
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AMETEK, INC. N 
AMETEK REPORTS RECORD FIRST QUARTER SALES 

Wilmington, DE (April 25, 1989)—AMETEK, Inc. 
(nyse/pse-AME) reported that record sales and operating 
results had made the first three months of 1989 the best 
quarter in the industrial manufacturer's history. 

Sales were up 12 percent to $144.1 million, topping the 
record set in last year's first quarter when sales, restated to 
reflect AMETEK's spin-off of Ketema, Inc., totalled $128.9 
million. Income in 1989 s first quarter increased to $11.3 
million or 26 cents per share compared to the $11 million or 
25 cents per share reported for continuing operations in the 
first quarter of 1988. 

"Comparisons with last year's bottom line results are not 
really meaningful," AMETEK chairman Or. John H. Lux told 
stockholders at the company's 58th annual meeting in 
Wilmington, Delaware. "The totals in the first quarter last 
year included a significant non-operating credit and a small 
loss relating to the spin-off of Ketema, Inc. to AMETEK 
stockholders, which was completed in December of 1988," 
Dr. Lux said. 

This year's first quarter had no significant non-opergting 
charges or gains resulting in net income of $11.3 million or 
26 cents per share. In last year's first quarter, the $11 
million income from continuing operations (equivalent to 25 
cents per share) was reduced by a small loss—equal to one 
cent per share—incurred by the spun off businesses and 
was increased by $3.6 million (8 cents per share) from a 
change in accounting for income taxes. After these adjust- 
ments, net income was reported at $14.2 million or 32 cents 
per share. 

AMETEK president John P. Dandalides told the company's 
stockholders that in the first three months of 1989 new 
orders had increased dramatically, running 21 percent 
ahead of orders booked in the last quarter of 1988. "The 
strongest growth was in AMETEK's Precision Instruments 
group and in its Industrial Materials group where nearly 
every division recorded an increase," Dandalides reported. 

He said that management was gratified to see that many 
of the cost containment programs initiated last year are 
effectively compensating for the steady increase in raw 
materials costs and the higher costs that frequently accom- 
pany major changes in demand and resultant production 
inefficiencies. "The recovery to a near eight percent after- 
tax profit margin achieved in this quarter, compared to 
AMETEK's 5.5 percent average after-tax profit margin in the 
second half of last year, confirms the value of these 
programs," according to Dandalides, "and is a tribute to a 
year of hard work, determination and dedication on the part 
of many AMETEK people." 

Dandalides said that, while there had been no acquisi- 
tions of new businesses during the year that would skew the 
quarter-to-quarter comparison, AMETEK's acquisition pro- 
gram was continuing "We purchased several product lines 
for cash at the end of March; the largest, the gas analysis 
instrument business of Cambridge Instruments, Inc., is 
being moved from Buffalo to our Thermox Instruments 
division in Pittsburgh," Dandalides said "We also pur- 
chased instrument product lines that are being added to the 
Panalarm instrument plants near Chicago and in Suffolk. 
England, plus an advanced production system and its 

associated technology for our high-purity powdered metals 
business, Specialty Metal Products." 

Three Months Ended March 31, 

1989 1988(a) 

Sales $144,058,000 $128,885,000 

Income from continuing 

operations 11,304,000 10.981.000 

Loss from spun off 

operations — (429,000) 

Income before accounting 

change 11.304.000 10.552.000 

Accounting adjustment (b) — 3,633,000 

Net income 11,304.000 14,185,000 

Earnings per share 

Income from continuing 

operations .26 25 

Income before 

accounting change .26 .24 

Net income .26 .32 

Dividends per share .15 15 

Average shares 

outstanding 44,075,816 43.939.446 

(a) Restated for operations spun off in the fourth quarter of 1988. 

(b) Change in accounting for income taxes. 

(Contact: Darrah Ribble, AMETEK, Inc., Station Square Two, 
Paoli, Pa. 19301. Phone: (215) 647-2121.) 

ASHLAND OIL, INC. N 
ASHLAND REPORTS LOSS FOR SECOND FISCAL QUARTER 

Ashland, Ky. (April 21, 1989)—Ashland Oil, Inc. (NYSE: 
ASH) today reported a net loss of $14 million, or 25 cents a 
share, for the quarter ended March 31, the second quarter of 
its 1989 fiscal year. This compares to net income of $21 
million, or 37 cents a share, in the quarter a year ago. 

Results for the 1989 quarter include a $9 million charge 
from the previously announced arbitration award in a 
dispute between Ashland's Riley Stoker subsidiary and a 
customer. 

Sales and operating revenues were $19 billion for both 
quarters. 

For the six months ended March 31, 1989, Ashland had 
net income of $82 million, or $1.48 a share. For the some 
period last year, the company had net income of $61 million, 
or $1.08 a share, excluding the cumulative affect of a 
required change in accounting for income taxes. This 
change added $40 million, or 71 cents a share, to results for 
last year's first half Sales and operating revenues were $4 
billion for the first six months of this year, compared to $3.8 
billion a year ago. 

"Although our results for the second quarter were disap- 
pointing, they were not unexpected," said Ashland Chair- 
man and Chief Executive Officer John R. Hall. "The March 
quarter historically is our most difficult period. This year, 
earnings were adversely affected by a rapid increase in 
crude oil costs, as well as by a major maintenance turn- 
around at our Catlettsburg, Ky., refinery. 

"Since November, world crude oil prices have increased 
by as much as $10 a barrel, or the equivalent of almost 24 
cents a gallon During the quarter, product prices did not 
keep pace with rising raw material costs, and refinery 
margins were compressed," he added. 

"In addition, the turnaroud reduced the Catlettst 
refinery's crude oil runs for the quarter, which was reflet 
in lower sales volumes. As a result of these factors, Ashl 
Petroleum had a $19 million operating loss. 

"Operating income from SuperAmerica also declined 
retail gasoline prices lagged increases in wholesale pric 
Hall said. "However, Valvoline Oil Company's opera 
income improved 29 percent to $8 million, reflecting 
proved motor oil margins and higher sales and earn 
from automotive chemical and international operations 

Hall said $25 million in operating income from Ash 
Chemical Company was a good performance, althc 
somewhat lower than last year's excellent results, 
operating loss from engineering and construction operat 
was due primarily to the arbitration award in the dis 
between Riley Stoker and a customer. 

"We were pleased by significant improvement 
Ashland Exploration," Hall said. "Operating income o 
million was more than double the same period last year 
due to improvements from both domestic and Nigt 
operations." 

Hall said a decline in equity income from coal operat 
was partly because Ashland Oil's ownership of Ash 
Coal, Inc., declined from 65 percent to 46 percent \ 
Ashland Coal became public. In addition, the 1988 qu 
included a gain from a contract settlement at Arch Mil 
Corporation, of which Ashland Oil owns 50 percent, ant 
favorable impact of make-up tonnage under sales conti 
at Ashland Coal. Excluding these items, results of both 
Mineral and Ashland Coal were comparable to last yes 

"In summary, although we had a difficult second c 
ter, we remain optimistic that 1989 will be a good «■ 
Hall said. 

"Petroleum product prices have strengthened in n 
weeks, and refinery margins have improved. Gasolint 
mand is currently well above last year. In addition, a 
environmental rule designed to lower gasoline volatil 
expected to reduce available supplies. 

"With the onset of the summer driving season, we e 
a tight supply-and-demand balance, and refinery ma 
should remain strong," he concluded. 

(Contact: William Hartl, Director-Financial Commu 
tions, Ashland Oil, Inc., 535 Madison Ave., New Yorl 
10022. Phone (212) 421-1250.) 

COMPUTER TASK GROUP INC. 
Buffalo, NY, Monday, April 17, 1989—Computer 

Group, Inc. (CTG) announced its results today for the 
quarter ended March 31, 1989. Revenues of $58,56 
were 16.2% over 1988's first quarter revenue 
$50,390,000. Pretax income was $2,460,000, versus 1 
first quarter pretax income of $2,784,000 while earnin, 
share (EPS) of $.18 compared to $.21 in the first qi 
of 1988. 

Mr David Campbell, Chairman of the Board, 
"while I'm pleased with our continued strong 
growth, our overall results are not satisfactory. We 
initiated a broad set of actions to reduce administ 
expenses throughout the company. While the full eff 
these decisions will not be felt until the third quartei 
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1989 1988 Change 
$58,561 $50,390 16% 

2,460 2,784 (12%) 
$ 1,480 $ 1,657 (11%) 

:t sufficient improvement in operating results to show 
g earnings growth for the full year." 

• G is one of the largest providers of software solutions 
\ immercial application. A publicly held company whose 
I'S are traded on the New York Stock Exchange under the 
I ol TSK, CTG employs approximately 3,800 through a 
! irk of 70 offices located in the United States, Canada, 
f nited Kingdom and West Germany. 
tG subsidiaries operate under the following names: 
I: Systems Corporation; Scientific Systems Services, 
i Computer Task Group, UK Limited; maxima/Computer 
I Group, Limited; Profimatics, Inc; and Profimatics, 

COMPUTER TASK GROUP, INC. 
1ST QUARTER RESULTS 

1ST QUARTER ENDED MARCH 31, 
(unaudited, in thousands, except per share data) 

le 

Income 
ome 

rt ome Per Weighted 
kge Common Share 

$    0.18      $   0.21 (14%) 
ed Average Common 

» s Outstanding 8,162 8,041 2% 
i:ntact: Samuel D. Horgan, Vice President-Controller, 
• 887-7460; Marilyn Cappellino, Public Relations (716) 

J*1294.) Computer Task Group Inc., 800 Delaware Ave., 
o, N.Y.. 14209. 

El LEX INCORPORATED A 
Reports First Quarter Earnings 

l( ERICK. PA, April 13—Teleflex Incorporated (ASE-TFX) 
d reported that revenues for the first quarter ended 
Bf 26.1989 increased 17% to $90,368,000 compared to 
7 7,000 for the same three months last year. Net 
ft: increased 19% to $6,823,000 or $.63 per share for 
e arter versus $5,712,000 or $.53 per share for the 
Ifjeriod in 1988. 
0 ARATIVE SUMMARY OF REVENUES AND EARNINGS 

(Unaudited) 
3 Mos. Ended 

March 26, March 27, 
1989 1988 

It  . $90,368,000     $77,537,000 
before taxes 10,184,000        8,652,000 
me •    6,823,000       $5,712,000 
! per share $.63 $.53 
flex Incorporated is a company which solves engi- 

i problems by the development and application of 
arjecialized technologies. 
l\ tact; John H. Remer, Vice Chairman & Chief Admin- 
n» Officer or John F. Schoenfelder, Vice President, 
Wry & Treasurer, Teleffex Incorporated, 155 South 
iqk Road, Limerick, PA 19468. Phone (215) 948-5100.) 

1J TELECOMMUNICATIONS, INC. N 
United Telecom Posts Strong First Quarter; 

U.S. Sprint Turns Corner 
AS CITY, MO, April 17—United Telecommunications, 
lings per share for the first quarter of 1989 were 73 

cents, 121 percent above the 33 cents recorded in the first 
quarter of 1988, President William T. Esrey announced 
today. 

"United Telecom enjoyed strong, across-the-board per- 
formance by all its units, with US Sprint now stepping 
solidly into the profit column with operating income of $27.5 
million," Esrey said. 

Consolidated revenues increased 18 percent to $1.77 
billion, from $1.5 billion in the first three months of 1988. 
United Telecom's first quarter net income increased 122 
percent to $76.4 million from $34.4 million in the first 
quarter of 1988. 

US Sprint reported net operating revenues of $984 million 
in the first quarter, up 30 percent over the corresponding 
period in 1988. A 9 percent gain in traffic volume offset the 
effects of a first quarter price decrease, producing revenue 
gains of 6 percent over the fourth quarter of 1988. US 
Sprint's operating income of $27.5 million in the quarter 
compared to a loss of $124 million in the first three months 
of 1988. 

"Clearly, US Sprint has turned the corner," Esrey said. 
"It has significant new revenue growth opportunities in the 
international market, the public payphone market and in 
its PTS2000 contract with the federal government. It also 
has strenghened its capabilities to penetrate the "800" 
and private line markets and will benefit from our Sprint 
Services entry into the "900" and operator services 
markets." 

Esrey said US Sprint's March agreement to purchase the 
U.S. end of the PTAT transatlantic fiber-optic cable system 
and to initiate a joint marketing agreement with Cable and 
Wireless were key elements in the company's aggressive 
approach to providing integrated digital services on an 
international basis. 

Esrey said United Telecom's local telephone operations 
and complimentary businesses maintained their momentum 
in the first quarter as well. 

Local communications services revenues increased 7 
percent to $641 million from $597 million in the first 
quarter of 1988. Operating income in this group was $157 
million in the first three months. 

Revenues in United Telecom's complimentary business 
group were up 8 percent to $180 million in the first quarter. 

United Telecommunications, Inc. 
(Millions of Dollars Except Per Share Amounts) 

3 Mos. Ended 
March 31, March 31 

1989 1988 
Net Operating Revenues $1,766.1 $1,495.3 
Income from Continuing 

Operations 76.4 35.4 
Discontinued Operations 

Net of Income Taxes (1.01) 
Net Income $76.4 $34.4 
Earnings Per Common Share: 

From Continuing Operations $0.73 $0.34 
From Discontinued Operations   (0.01) 

Total $0.73 $0.33 
Average Number of Common Shares 

(In 000's) 103,817 101.079 
(Contact: Don Forsythe, United Telecommunications, Inc. 

P.O. Box 11315, Plaza Station, Kansas City, MO 64112. 
Phone (913) 676-3343.) 

Whafs the 
best way to 
reach America's 
most important 
investors? 
CORPORATE REPORT 

Once a month 
Corporate Report Updates 
enables publicly held corpora- 
tions to announce important 
developments to active and in- 
fluential investors who regu- 
larly read Forbes. This low cost, 
informational advertising 
service appears 12 times a year, 
and for additional impact and 
relevance, Corporate Report 
Updates is positioned within 
Forbes magazine's popular 
"Money and Investment" edi- 
torial section. 

Forbes' 735,000 
subscribers 
represent one of the most im- 
portant investor markets in the 
U.S. 98% have investment 
portfolios with an average 
value of nearly 8900,000, 
88% own corporate stock with 
an average value of $737,000 
and over half are involved with 
advising others on investment 
decisions. 

If your company 
has something to say to power- 
ful executives and active in- 
vestors, Corporate Report 
Updates is the place to say it. 

Forbes means results. 
For more information, call or 
write: 

Sarah Madison 
Corporate Report Updates 
#601 
5800 Eubank N.E. 
Albuquerque, NM 87111 
(505) 275-1282/3 
(505) 293-4647 Fax Machines 



Streetwalker 
Edited by Thomas Jaffe 

Down on the farm 
George Bush's recent decision to 

sell wheat to the Russians was 
additional good news to a resurgent 
farm economy. After years of stagnant 
sales, even equipment makers are 
looking up. The obvious plays are 
Deere or Varity Corp. (formerly Mas- 
sey-Ferguson). But Mitchell Quain of 
New York's Wertheim Schroder has a 
more speculative suggestion: $578 
million (sales) Allied Products Corp. 

As a result of acquiring the assets of 
distressed companies in the industry, 
Chicago-based Allied practically 
makes a full line of equipment under 
such well-known brands as Bush Hog, 
Kewanee, Lilliston, New Idea and 
White Farm Equipment. Its products 
range from tractors and rotary cutters 
to manure spreaders and peanut com- 
bines. Last year farm equipment ac- 
counted for 78% of earnings on 48% 
of sales. (Allied also makes various 
transportation and industrial prod- 
ucts, is a supplier of engineered mate- 
rials and provides well stimulation 
services to the oil and gas industry.) 

Allied is not for your mom's portfo- 
lio. It lost money in 1982 and 1983, 
was profitable from 1984 to 1986, 
again ran in the red in 1987 and 
earned 74 cents a share last year. The 
stock, too, flowed and ebbed. From 
1984 to early 1987 it more than qua- 
drupled, to over 40, then stalled and 
finally collapsed to around 12 at the 
end of 1987. Last year it rallied above 
20, sold off and lately has rallied once 
more. Recent NYSE price: 23%. 

On a more positive note, Quain 
points out that Allied has $100 a share 
in sales—a lot of leverage if farm 
equipment recovers. And it has $45 a 
share in tax-loss carryforwards. Quain 
estimates Allied will earn $2.35 a 
share in 1989, more than triple last 
year, and thinks earnings will rise to 
$3 in 1990. Insiders and employees 
control 36% of the 5 million shares. 

Arbor flowers 
Since the start of the year the 

shares of Arbor Drugs, Inc., the 
$295 million (estimated sales) drug- 
store chain based in Troy, Mich., have 
risen 70% to a recent 24'/» o-t-c. 

Why? Because, replies analyst Ste- 
ven DiMaggio of Detroit's Roney & 

Co., things are going great. Sales have 
compounded 27% annually over the 
last five years, with earnings com- 
pounding 38%. Since 1983 the num- 
ber of stores has risen from 30 to 86, 
and DiMaggio thinks Arbor can easily 
add 10 to 15 new stores a year. 

Arbor unsuccessfully diversified 
into the Carolinas but pulled out in 
1987 virtually unscathed. It now oper- 
ates only in Michigan. How's it doing 
against main competitor Perry Drug 

An Arbor Drugs store 
Closing in on Perry. 

Stores? In 1986 Arbor had 13.5% of its 
regional market versus Perry's 18.2%. 
By 1988 it had 19.5% versus 21.7%. 

For the fiscal year ending this July, 
DiMaggio expects earnings to grow 
about 30%, to more than $1.35 a 
share. The following year, he's look- 
ing for $1.60. At 15 times estimated 
earnings for the next fiscal year, the 
stock isn't cheap. Yet DiMaggio 
thinks Arbor will continue its current 
run, climbing at least into the high 
20s. Chairman Eugene Applebaum 
owns or controls 53% of the 6.3 mil- 
lion shares; Chief Operating Officer 
Markus Ernst owns another 11%. 

Huggable shares 
Kimberly-Clark Corp. recently an- 

nounced the introduction of 
Huggies Pull-Ups, disposable training 
pants that are a logical product exten- 
sion of its Huggies baby diapers. The 
diaper market is currently about $3.5 
billion a year. Analyst Sherman Chao 
of Salomon Brothers estimates the po- 
tential market for disposable training 
pants at over $600 million. 

The new Pull-Ups arc just one rea- 
son Chao likes $5.4 billion (sales) 
Kimberly-Clark. To achieve its goal of 
20% average return on equity, Chao 
figures the Dallas-based firm will 
have to keep earnings growing at an 

annual rate of 12% or so, half again as 
fast as its traditional rate of growth. 
Chao thinks Kimberly can do it. 

As part of its $2 billion capital pro- 
gram for 1989-90, the company is 
building a tissue mill in Tennessee to 
serve the growing commercial and in- 
dustrial market. Tissue-making ca- 
pacity is also being increased in the 
U.K. and plans call for a tissue mill in 
continental Europe. Meanwhile, it 
has achieved considerable savings at 
its Terrace Bay, Ont. pulp mill, and a 
similar effort is under way at the Coo- 
sa Pines, Ala. mill. 

Kimberly's margins have lately 
been under pressure. The price of the 
newsprint it manufactures is falling 
as a result of excess industry capacity. 
And, in the last three years, prices of I 
market pulp and polypropylene—two 
major raw materials Kimberly buys— 
have risen sharply. But Chao believes 
these prices will decline—and at a 
faster rate than prices for Kimberly's 
newsprint. So in the end, he says, 
Kimberly will be helped, not hurt, by | 
its exposure to commodity cycles. 

Chao estimates Kimberly will earn I 
$5.60 a share in 1989, up 13%, and 
tack on another 12% gain next year, 
to $6.25. He thinks the stock, recently 
selling for 62'/8 on the NYSE, is a goodj 
buy at 11 times this year's estimated! 
earnings; the recently boosted $2.60l 
dividend (a 4.2%  yield) offers goodl 
downside protection. There are 80.5 
million outstanding shares. 

Better than we thought 
If you aren't worried about a reces-l 

sion, Danaher Corp. may be fori 
you. Based in Washington, D.C., the] 
Rales brothers, Steven and Mitchell, ] 
have confounded the skeptics (includ- 
ing us; see FORBES, Sept. 9, 1985) andl 
built Danaher into a $716 million! 
(sales) industrial holding company. 

Currently Danaher distributes handj 
tools to auto and truck mechanics,) 
supplies tire changers, wheel balanc- 
ers and weights, and brake service! 
equipment, and makes diesel engine! 
retarders and automotive air-condi-j 
tioning products. It also manufactures^ 
precision fasteners, drill chucks and| 
mechanical counters for gas pumps. 

The Ralescs have borrowed aggres- 
sively, but Danaher's ratio of net debt] 
(debt less cash) to equity dropped fror 
368% at the end of 1987 to 144% last 
year, and should be down to about 
90% by the close of 1989. There wa 
enough excess cash for the company\ 
to buy back nearly 1 million shares] 
since November. (It is authorized tcj 
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NOW YOU CAN 
WATCH "DYNASTY" 

OR START BUILDING 
YOUR OWN. 

You can watch entertaining programs 
about the rich and famous; or you can turn 
to Financial News Network and learn how 
to join them. 

FNN is cable's money channel, the 
leading source for up-to-the-minute business 
news and personal money management 
advice. \fe tell you what's happening and 

what's about to happen with real estate, 
stocks and bonds, taxes and much more. It's 
an entire network designed to help you make 
the most of your money. Only on cable. 

Can you afford not to watch? We're 
FNN, the television alternative for people 
who want to be the rich and famous, not just 
watch them. 

FINANCIAL NEWS NETWORK 

IT PAYS TO WATCHI
M 

C 196?*'UA.NOAL NEWS Nt TWO 



Read two at night, 
Wake inspired in the 
morning 
The original volume of Forbes Scrapbook of 
Thoughts on the Business of Life was a bedside 
book, a traveling companion, an ideal birthday 
or holiday gift, even part of the new employee 
program at a firm of business consultants. 

Now in a handsome blue cloth slipcase, the 
expanded two-volume edition of Forbes Scrap- 
book of Thoughts on the Business of Life is 
being offered to Forbes readers. 

The result of patient culling month by month 
over a number of years, each volume contains 
some 3,500 polished gems of wisdom from 
the great authors of Greece and Rome down 
to our own day. 

The pages are generously laid out on good 
quality paper, a pleasure to browse through and 
savor at random, a Thought or two at a time. 
Alternatively, a special index allows the pursuit 
of themes such as thoughts on Courage, Patriotism, 
Faith, Romance and Taxes. 

The binding is blue cloth with matching slipcase. The lettering on the 
spine is imprinted in gold. 

The price for the two volume set, $31.95, is a nice saving on the per volume 
price of $18.50. To order, simply fill out and mail the coupon below. 

The original volume. 500 pages, approximately 
3,500 Thoughts. Same binding as two-volume set. 
Only$18.50 

FOrbCS   DEPT. T., 60 FIFTH AVENUE, NEW YORK, NY 10011 

1 Send me the 2-volume boxed set of The Forbes Scrapbook of Thoughts 
on the Business of Life. My check for the special price of $31.95 enclosed. 

J Send me the original one-volume collection. My check for $18.50 enclosed. 

Send tO                                                                                               D Charge my credit card 

(please print)                                                 D American Express 

AddreSS                                                                                             D MasterCard 

O VISA 

City                            State         Zip 
■          .„                                                        _                      _,                       Credit Card Number 

All prices include postage and handling charges Please add 
appropriate sales tax on New York State orders and other 
states where applicable.                                                             Expiration date 

348 

repurchase 1.1 million more.) 
Last year Danaher earned $1.62 a 

share from continuing operations, 
double its 1987 results. Pretax return 
on invested capital was 27%. Recent- 
ly priced on the NYSE at 16%, the 
stock is selling at eight times the $2 a 
share some analysts believe the com- 
pany will earn this year. 

Remember, Danaher often provides 
buying opportunities. The stock tends 
to drop whenever the Raleses go on a 
raiding expedition. Last year, for in- 
stance, the brothers unsuccessfully 
tried to take over Interco. Danaher 
shares dropped on fears that the deal 
would dilute the brothers' attention. 
But supporters counter that Danaher 
is highly decentralized; the Raleses 
aren't key to day-to-day operations. 
Also reassuring, the brothers own 
42% of Danaher's 24.6 million shares; 
other directors own 12% more. 

Not so super 
Asuperregional does not necessarily 

a super bank make. Consider $29 
billion (total assets) First Fidelity Ban- 
corp., the 16th-largest bank holding 
company in the U.S. The product of a 
1988 merger between Newark-based 
First Fidelity and Philadelphia-based 
Fidelcor, FFB showed considerable 
promise—until last December. That's 
when the company added $236 mil- 
lion to reserves to cover bad loans. As 
a result, earnings for the year plunged, 
to just 29 cents a share, and the stock 
fell from the mid-30s to 25 or so. 
Harold Pote, a Fidelcor alumnus, re- 
signed as chief executive and was re- 
placed by Robert Ferguson Jr., who 
used to run the old First Fidelity. 

FFB recently recovered to 29% on 
the NYSE. But Lacy Shockley of New 
York's Mabon, Nugent is waiting for 
more signs of improvement. She wor- 
ries that earnings reported for the first 
quarter—$1.04 a share, versus $1.10 a 
year earlier—were significantly over- 
stated. She notes that while $41.2 
million in loans were "charged off" in 
the first quarter, FFB added only $17.6 
million to loan loss reserves. What 
makes this more troubling is that 
through Mar. 31 the ratio of FFB'S loan 
loss reserves to nonperforming assets 
(including 90-day past due loans) was 
an inadequate 1.75 to 2.57. 

Shockley sees no real improvement 
in the quality of FFB'S assets since 
December's revelations, and predicts 
there will be more shocks. Even with 
the stock at 7.3 times the $4 a share of 
earnings she's estimating for 1989, 
her advice is to steer clear. 

FORBES, MAY 29, 1989 



ADVERTISEMENT 

WHAT^S NEW IN GLOBAL TRADE SERVICES 

Atlanta 
Tradeport 
Atlanta Tradeport is a mixed-use 
domestic and international business 
complex located in the heart of the 
Southeast. The 260-acre project, Atlan- 
ta's only designated Foreign Trade 
Zone, is adjacent to Hartsfield Airport, 
one of the busiest in the world. Trade- 
port offers office/warehouse space, dis- 
tribution facilities, and office, hotel and 
retail sites. For more information con- 
tact, Jon Cook, Atlanta Tradeport, 400 
Tradeport Blvd.. S. 410, Atlanta, GA 
30354, or call (404) 361-6000. 

EEEH-L-I-N-K- 

Radix-Link is the new personal com- 
puter based import management and 
shipment tracking system introduced by 
Radix Group International, Inc., a full 
service freight forwarder and customs 
broker with 17 offices nationwide. For 
more information on how your purchas- 
ing and traffic departments can monitor 
your import shipments and control your 
transportation expenses call 1-800-346- 
6077. 

Dallas/Fort Worth 
International Airport 

Major North American markets are 
within four hours of the world's fourth 
busiest and United States' largest air- 
port. DFW Foreign Trade Zone #39, 
located on 250 acres, offers complete 
warehouse and distribution services for 
your goods. Efficient Federal inspection 
services are accomplished in hours — 
not days. Location and time, key ingre- 
dients for success in business are avail- 
able now at the Dallas/Fort Worth 
International Airport. A great place to do 
business! For more information, call 
Terry Parents, (214) 574-3197. 

Brian Freund 

Trade Data Services is the nation's fast- 
est growing provider of automated sys- 
tems for companies involved in 
international trade. We provide every- 
thing needed for Electronic Data Inter- 
change (EDI) and the U.S. Customs 
Service Automated Broker Interface 
(ABI): integrated software, IBM hard- 
ware, superior service and on-going 
support. Contact Brian Freund at 1-800- 
346-6449. 

Federal Express is an integrated air 
express company offering reliable, time- 
definite services for business documents 
and heavier weight shipments of com- 
mercial goods to over 100 countries 
worldwide. For more information, call 
International Customer Service at 
1-800-238-5355. 

O CHRIS 
5CHAEPER 
& comppnv 

Computerized Bu/ines/ Sy/tem/ 

Automation of customer's Import and 
Export shipping procedures and docu- 
mentation is the primary service of Chris 
Schaefer & Company's Materials Man- 
agement Division. The company has 
installed computer systems for freight 
forwarders, airlines, customs brokers, 
and ocean cargo companies on the East, 
West and Gulf Coasts and overseas for 
more than 13 years. The company also 
provides its customers with custom 
computer installations, packaged soft- 
ware and hardware, world-wide com- 
munications set-ups, EDI, and ABI 
systems. For information call (713) 558- 
2273. 

Ghhal Trade 

/llitalia 
CARGO SYSTEM 

Alitalia, the Airline of Italy, is the only 
carrier with direct 747 main deck lift 
between North America and Italy. From 
our Los Angeles and Chicago gateways, 
Alitalia flies our main hub in Rome. New 
York has four 747 freighter flights each 
week, besides operating daily flights to 
Milan and Rome. We also have service 
from Boston, Toronto and Montreal. 
For additional information, call 800-221- 
4745 or your local Alitalia office. 

WORLDPOKT LA 
JOIN THE EVOLUTION. 

WORLDPORT LA, the West Coast 
leader in container and cruise passenger 
traffic, comprises 7650 acres of land and 
water on more than 28 miles of water- 
front. One of the world's largest man- 
made harbors, the Port features modem 
facilities and major expansion plans, 
making it a prime gateway for interna- 
tional commerce. 

©te 
Inlernocionol 
SOCIEDAD   NACIONAL   DE  CREDITO 

If you're dealing with Mexico, deal with 
people who know the country as well as 
international banking: Banco Interna- 
cional. For almost half a century, we've 
been helping U.S. importers of Mexican 
goods find the fastest, most efficient 
routes to successful trade financing. We 
can help you with the complexities of 
trade finance, including the mechanisms 
of letters of credit-based transactions. 
For more information, call Eduardo 
Gutierrez at (212) 480-0111, or write: 
Banco Intemacional Inc., 45 Broadway 
Atrium, NY, New York 10006. 

Editorial Offices: 
North American Publishing Co., 
401 North Broad Street, 
Philadelphia, PA 19108, 
(215) 238-5300. 



Issue Date: 
August 21, 1989 
Ad Closing: 
June 26, 1989 

Forbes Presents the 1989 Special Advertising Section 

Franchising: The Fervor Heats Up 
Franchising, the marketing system of choice for the 1990s, has revolutionized the way 
Americans do business. Franchising affects every aspect of American life. Franchise outlets 
now claim one out of every three dollars spent - and that percentage will grow rapidly. 

This message of growth will be featured in the 1989 Franchising supplement which will be 
produced by the Forbes Special Projects Department. The author of the supplement is Greg 
Matusky, co-author of Blueprint for Franchising and countless articles on franchising. 

This is an opportunity for franchisors to reach an audience of business executives - who will 
actively seek out your franchise proposition. Additionally, the positive environment the 
supplement provides will be an ideal setting for your own compelling franchising message 
because your advertising will be surrounded by positive, supportive text. 

You will receive all the extra advertising benefits by appearing in this supplement, like free 
reprints of the section for targeted mailings and a free listing on the reader service card (be 
ready for hundreds of requests for your literature). 

Your company's advertising in the Forbes 1989 Franchising supplement could be the best 
promotion investment you make all year. To reserve space or for further information call 
Sarah Madison (505) 275-1282/3. 

Forbes 
Capitalist Tool 
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Flashbacks 
Edited by Dero A. Saunders 

"The more things change " 
Items from past issues of FORBES 

Seventy years ago in FORBES 
(From the issue of May .->'/, 1919) 
"There has been another shameful 
fleecing of the 'lambs' by the Sinclair 
Oil gamblers. The stock of Sinclair 
Gulf was knocked down from $62 a 
share to $42 a share with lightning 
rapidity, and then marked up again to 
$62 a share, all within two hours. 
This occurred, not on the floor of the 
New York Stock Exchange, but in the 
Curb market, where this particular 
member of Harry F. Sinclair's specula- 
tive family is gambled in." 

Buick Motor President Walter P. Chrysler 

"In building up General Motors' exec- 
utive organization, it has been the 
plan to elevate to official positions in 
the parent or holding corporation men 
of outstanding ability among the offi- 
cials of subsidiary companies. . . . 
Thus W.P. Chrysler, president of 
Buick Motor Car Co., has recently 
been elected first vice president of 
General Motors Corp. ..." 

Sixty years ago 
(From the issue of June 1, 1929) 
"General Electric is the latest large 
American enterprise to grant all class- 
es of workers vacations with pay. . . . 
Briefly, all classes of the company's 
75,000 wage earners are to be given a 
week's vacation after three years' ser- 
vice, an arrangement which will in- 
clude 75% of the workers." 

ST EARMAN 

wwm» .MM «■- 

FORBES'first (1929) full-page airline ad 

"This issue contains the first full- 
page advertisement ever carried by 
FORBES soliciting patronage of travel- 
ers by air. Stearman Aircraft Co. of 
Wichita says: 'The question no longer 
is, How far? Today you ask, How 
much time will it take? Note this: 
The answer is written in the skies!' " 

Fifty years ago 
(From the issue offline 1, 1939) 
"Why should one movie executive be 
worth three times as much as the 
highest-paid executive in any other 
industry? Hollywood nabobs treat 
themselves generously—or convince 
directorates that they are superge- 
niuses. In this one industry 13 indi- 
viduals (exclusive of stars and picture 
directors), according to figures pub- 
lished by Washington, get more than 
$150,000 a year, contrasted with only 
47 receiving that amount in all other 
industries combined. . . . Even the 
automobile industry hasn't half as 
many $150,000-plus giants as the mo- 
tion picture industry." 

"Modern apartment houses can now 
do away with the jungles of aerial 
wires that often mar the appearance 
of their roofs by using a new 'all- 
wave multicoupler antenna sys- 
tem'. . . . The system can serve as 
many as 20 radios simultaneously 
without affecting the sensitivity and 
range of the sets." 

Twenty-five years ago 
(From the issue offline 1, 1964) 
"... let us say that in the ultimate, 
whenever a baby is born anywhere in 
the world, he is given at birth a num- 
ber which will be his telephone num- 

ber for life. As soon as he can talk, he 
is given a watch-like device with ten 
little buttons on one side and a screen 
on the other. Thus equipped, at any 
time when he wishes to talk with 
anyone in the world, he will pull out 
the device and punch on the keys the 
number of his friend. Then, turning 
the device over, he will hear the voice 
of his friend and see his face, in color 
and in three dimensions. If he does 
not see him and hear him, he will 
know that the friend is dead." 

—AT&T chief engineer 

"When pay TV becomes widely avail- 
able, the networks are going to be 
hurt, CBS may spend $28 million to 
buy up this year's National Football 
League schedule, but even Bill Paley 
doesn't have enough money to 'cor- 
ner' all the attractions that can pull 
paying viewers. . . . But just as TV 
didn't kill radio nor destroy the mo- 
tion picture exhibitors, pay TV cer- 
tainly won't cripple the present 'free' 
stations and networks." 

Ten years ago 
(From the issue of May 28, 1979) 
"A specter is haunting Russia, the 
specter of a controlled economy going 
to pot. 'It just isn't functioning well 
now,' says Abram Bergson, Harvard 
economist and director of its Russian 
Research Center. 'The Soviet econo- 
my has lately been growing at only 4% 
or so [vs. around 6% during the 1950s 
and 1960s]; my feeling is there will be 
more of a slowdown in the 1980s.' " 

i 
Six living Caterpillar Tractor clxiirmen 

"If you want to live ad infinitum, get 
to be chairman of Caterpillar Tractor 
Co. Visiting here recently, Chairman 
Lee Morgan observed that the five 
who preceded him in this top post are 
all alive and thriving. The first, the 
oldest, became chairman in 1954." 
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Action is the last resource of 
those who know not how 
to dream. 
OSCAR WILDE 

What a man is is the basis 
of what he dreams and thinks, 
accepts and rejects, feels 
and perceives. 
JOHN MASON BROWN 

Difficulties exist 
to be surmounted. 
RALPH WALDO EMERSON 

Happiness is the overcoming 
of not unknown obstacles 
toward a known goal. 
L. RON HUBBARD 

Abasement, degradation is 
simply the manner of life 
of the man who has refused to be 
what it is his duty to be. 
JOSE ORTEGA Y GASSET 

Few women and fewer men have 
enough character to be idle. 
EDWARD V. LUCAS 

I have always thought it would 
be easier to redeem a man steeped 
in vice and crime than a greedy, 
narrow-minded, pitiless merchant. 
ALBERT CAMUS 

Fortune is ever seen 
accompanying industry. 
OLIVER GOLDSMIIH 

Money is the symbol of duty. 
It is the sacrament of 
having done tor mankind 
that which mankind wanted. 
SAMUEL BUTLER 

My life has no purpose, no 
diiection, no aim, no meaning, 
and yet I'm happy. I can't figure 
it out. What am I doing right' 
CHARLES M. SCHULZ 

Thoughts 
on the Business of Life 

There is more genuine joy in 
climbing the hill of success, 
even though sweat may be spent 
cuul toes may he stubbed, than 
in aimlessly sliding down the 
path to failure. If a straight, 
honorable path has been chosen, 
the gaining of the summit yields 
lasting satisfaction. The morass 
of failure, if reached through 
laziness, indifference or other 
avoidable fault, yields nothing 
but ignominy and sorrow for 
self and family and friends. 
B.C. FORBES 

A man's greatest enemies are 
his own apathy and stubbornness. 
FRANK TYGER 

Fame and rest are utter opposites. 
RICHARD STEELE 

Some people with great virtues 
arc disagreeable, while others 
with great vices are delightful. 
LA ROCHEFOUCAULD 

Loafing needs no explanation 
and is its own excuse. 
CHRISTOPHER MORLEY 

What I aspired to be 
and was not comforts me. 
ROBERT BROWNING 

More than 6.000 "Thoughts." indexed by 
author and subject, are available in a two- 
volume boxed set at $31.95 ($18.50 per vol- 
ume if purchased separately). Also avail- 
able, a one-volume edition of over 3,000 
"Thoughts." Price: $18.50. Send check and 
order to: Forbes Inc.. 60Fifth Ave.. New York. 
NY. 10011. Add sales tax on orders in New 
York Slate and other states where applicable. 

I would not exchange my 
leisure hours for all the 
wealth in the world. 
COMTE DE MlRABEAU 

Success is simple. Do what's 
right, the right way, 
at the right time. 
ARNOLD GLASOW 

It is easier to enrich 
ourselves with a thousand 
virtues, than to correct 
ourselves of a single fault. 
JEAN DE LA BRUYERE 

One should ... be able to see 
things as hopeless and yet 
be determined to make them 
otherwise. 
F. SCOTT FITZGERALD 

A Text... 
The backslider in heart 
shall be filled with his 
own ways: and a good man 
shall be satisfied from 
himself. 
PROVERBS 14:14 

Sent in by Gudrun Yurdakul, Westfield, 
N.J. What's your favorite text: The Forbes 
Scrapbook of Thoughts on the Business of 
Life is presented to senders of 
texts used. 

The less of routine, 
the more of life. 
AMOS BRONSON ALCOTT 

Don't be discouraged by 
a failure. It can be a positive 
experience. Failure is, in a 
sense, the highway to success, 
inasmuch as every discovery 
of what is false leads us 
to seek earnestly after what 
is true, and every fresh 
experience points out some 
form of error which we shall 
afterwards carefully avoid. 
JOHN KEATS 
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GATE! 

I>,\ 

The walk to the gate 
shouldn't be mistaken for 

"From Here to Eternity 

You've been to Chicago's O'Hare. You know the 
feeling. There is an alternative. Midway Airline 

Midway flies out of convenient Midway 
Airport. It's 3 minutes from gate to door 
and 3 minutes to parking. That's just the 

}} beginning. There's only a short wait for 
luggage and very short walks from gate to gate. 
I mally. it's only 20 minutes from downtown. 
O'Hare's 45 minutes. Next time, save time. 

Fly Midway. 

400 flights a day. Service to over 50 cities. 

Midway, 
C l<HN M«l»j> \ir1ii»> lr» Call your travel agent or Midway Airlines at 1-800-621-5700. 



In today's business world, you either move ahead or you get 
left behind. There's no alternative. 

And to move ahead for many means the need for substantial 
additional capital. 

"That's true," you may say, "but how do I go about getting it?" 
Well, it's called going public and it has many advantages over 

borrowing money from a bank. You can raise a greater amount of 
capital, from $2 to $6 million, without raising your blood pressure 
over interest rates and monthly payments. The capital you get is 
not a loan, it's yours, from investors who have the same faith in 
your company as you do. And you all can reap the future rewards 
with shares of stock. 

Though going public isn't the way for every company, if you're 
a growing, profitable business with sales between $5 and $20 mil- 
lion, it can be the springboard for significant and unprecedented 
growth. But you'll never know, unless you talk to the right people, 
right here, at STUART-JAMES. Our team of business consultants 
will help you evaluate the full potential of your company. And if we 
find that we're right for each other, we can make the underwriting 
process simple, swift and secure. 

Our 1,300 representatives in our 52 offices across the country 
have all helped contribute to our client companies' success. So if 
you care about your success, and want it to continue, contact The 
STUART-JAMES Company. 

Call Carl Janzen, Sr. Vice President at 1-800-227-1161 (in New 
York 212-758-4665), or Milton Barbarosh, Sr. Vice President, 
at 1-800-262-8666. Or write for information. The Stuart-James 
Company, Inc., 805 Third Ave., New York, NY 10022. 

Member NASD, SIPC 
THE STUART-JAMES COMPANY, INC. 

INVESTMENT BANKERS 



(eagerly) Well, what do 
you think7 

(not about to be rail- 
roaded) So this is Lumina.™ 
The one you say is "the 
next generation of the 
perfect fleet car" 

Right. The perfect fleet car; 
1990. 

Love the looks. But it's 
gonna take more than that 
to replace Celebrity. 

Exactly. That's why Lumina 
also has the most passenger 
room of any domestic 

mid-size. And more powc 
and torque than Taurus. 

YOU: I'm impressed, (alarm goes 
off) But that means my fui 
costs go up. 

CHEVY:   As a matter of fact, Lumir 
matches Taurus in EPA 
estimated MPG on stan- 
dard engines. And beats 
in the optional V6 with 
EPA estimated 30 MPG 
highway* 

YOU:    How'd you guys do that7 

CHEVY:   Technology. Lumina's a 
1990 car 



And the price of all this 
technology7 

Low. Lumina's a Chevrolet, 
remember 

Right. And windshield 
wipers are extra. 

AM/FM ^-speaker stereo, 
reclining front seat-backs, 
tinted glass, twin outside 
sport mirrors, sport wheel 
covers, twin visor vanity 
mirrors, power steering, 
4-wheel disc brakes, 
automatic, carpeted trunk, 
Scotchgard™ Fabric 
Protector1 dual-note horns, 

YOU: 

stainless steel exhaust 
system and clear-coat 
finish are all standard. 
Along with fluidic wind- 
shield wipers. 

And Lumina's still...7 

CHEVY:    Priced like a Chevrolet. 

YOU:    Perfect. >ly perfect. 
•1990 l.umm.i . pi   njl 3 1L V6 engine EPA est MPG city 19/highway 30 ■  , 
Chevrolet Chevy inrl the Chevr >let emblem ,ue registered trademarks if rhe GM Cora 
e 1989 GM Corp All Rl)?hrs Reserved 
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NUMBER 12 

THE EDITORIAL INDEX OF 
COMPANIES REFERRED TO IN 
THIS ISSUE IS ON PAGES 6 AND 7. 

COVER STORY 
103 Three Weeks That 

Shook My World 
By Esther Dyson 
The Soviet Union knows it must 
change, but change is met with resis- 
tance at every turn. Herewith a 
glimpse of how perestroika is shaking 
up information and computers in the 
U.S.S.R. 

COMPANIES  
39   Avon Products 
By smart Flack 
What did Irwin Jacobs see in Avon? A 
smart piece of international arbitrage. 

41    Pittston Co. 
By Richard Pbalon 
A "new breed" unionist may severely 
alter Pittston's turnaround timetable. 

44 Community Psychiatric Centers 
By Ellen I'arts 
Of all the companies cashing in on the 
nation's drug, alcohol and mental 
health problems, Community Psychi- 
atric looks the healthiest. 

48   William Morris Agency 
By Lisa Gubernick 
The William Morris Agency is the 
oldest in the talent business. But in 
Hollywood old doesn't mean a thing. 

57   The Up & Comers: 
International Telecharge 

By Fleming Meeks 
With   revenues   exploding   at   this 
phone firm, why are insiders selling? 

64   The Up & Comers: 
Price Stern Sloan 

By El/en Pans 
Forget serious. Book publishing is a 
way to have fun and make money. 

85    The House Of Guinness 
By John Marcomjr 
How Guinness grew from a small 
brewer to a mighty spirits house. 

112 Criterion Group 
By William P Barrett 
Everyone is making money but the 
investors  who  bought  stock  when 
Criterion went public. 

120 Transco Energy Co. 
/>i  I(mi Math 

Having steered Transco through an 
earnings crisis, George Slocum must 
now worry about Oscar Wyatt. 

124 I <iin.is Financial 
By John II Taylor 
Jess Hay built Lomas into one of the 
most reliable stocks on Wall Street. 
Now he is retreating. 

128 Allen-Edmonds Shoe Corp. 
By Rick Reiff 
Against long odds, a Wisconsin com- 
pany gets its foot in Japan's door. 

147 WestAir 
By Mama Berss 
Avoiding the big carriers, two young 
entrepreneurs are flying high. 

INDUSTRIES 
72    Forecast For Natural Gas—Better 

Times, But No Boom 
By James Cook 
At long last, some relief for the belea- 
guered natural gas industry. 

INTERNATIONAL 
92   Don't Tread On Us—Please 
By Jerry Flint 
Will freer markets allow Japanese car- 
makers   to   colonize   Europe?   More   : 
likely, GM and Ford will benefit. 

96    "Pressure Has Its Uses" 
By Laurence Minard 
Even  Columbia's  Jagdish  Bhagwati 
concedes the U.S. may have to give 
Japan a shove on trade. 

GOVERNMENT 
38    Letters From Home 
By Jack Willoughby 
Marc Rich is a fugitive from U.S. jus- 
tice. Why is our government helping 
him sell wheat to the Soviets? 

153 Rivets And Revelation 
By Howard Banks 
Will the Bush Administration adopt a 
tougher attitude on antitrust? For sig- 
nals, watch this FTC case. 

IDEAS 
42   How One Family Handles 

Its Finances 
By Joe Queenan 
Confused  about  all  those  scandals 
down in Washington? Read this. 
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128 Peddling U.S. shoes in Japan 

BUDKMKnNG 
iRESuraDWREBO' 

7> ]ty 
170 Beeper madness 

2SL A   ^^Hft 
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INVESTING 

131 The Funds: Smart Money? 
By Jonathan Clements 
When    mutual   fund    management 
companies have extra cash, they rare- 
ly buy their leading funds. Don't they 
believe in their own product? 

196 Streetwalker 
The U.S. dollar; Rohm & Haas; Cum- 
mins Engine; Temple-Inland. 

ON THE DOCKET 

126 A Stacked Deck? 
By Deirdre Fanning 
In the $5 billion market for trading 
claims against troubled companies, 
small creditors often get hosed. 

NUMBERS GAME 

150 Earnings Helper 
By Dana Wechsler 
A bookkeeping change can turn prof- 
its into losses—and vice versa. 

COMPUTERS/COMMUNICATIONS 
154 Etch-A-Drug 
By Ignatius Chithelen 

■ How can we cut the time it takes new 
' drugs to get to patients? Automate the 
' way chemists track molecules. 

. 155 Next Time, Think Big 
By David Churbuck 
Pilot Executive Software broke 
ground in executive information sys- 
tems. But the innovator doesn't al- 
ways collect the spoils. 

160 Caveat Raider 
By Kathleen K. Wiegner 
For technology companies, the most 
important asset is the confidence of 
customers. Witness the suicidal bat- 
tle over Prime Computer. 

SCIENCE & TECHNOLOGY 
162 Asbestos Again? 
By Lisa Scheer 
Artificial hips and knees help hun- 
dreds of thousands of people. But are 
they creating serious problems? 

MARKETING 
166 Sorrell Ridge Makes 

Smucker Pucker 
By Joshua Levine 
On the supermarket shelf, a tiny jam 
company shows how the small can 
thrive among giants. 

PERSONAL AFFAIRS 

170 Beepers Come Of Age 
By Neal Santelmann 
Many people—drug dealers includ- 
ed—wouldn't be caught dead without 
their beepers. But should an executive 
bother toting one around? Also: Tra- 
veler's aid; collecting Edo art. 

CAREERS 
174 Senior Achievement 
By Ronald Bailey 
With schools in abysmal shape, busi- 
nesses worry about the next genera- 
tion of workers. One organization is 
doing something. 

DEPARTMENTS 
8 Side Lines 

10 Follow-Through 
14 The Informer 
16 Readers Say 
19 Fact and Comment 
24 Other Comments 
27 Fact and Comment II 
31 Commentary 

199 Flashbacks 
200 Thoughts 

COLU1 
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190 Ann C. Brown 
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33 What's Ahead For Business 
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183 The Forbes/Wilshire 5000 
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Indy 500 racer 

180 William Howard Beasley III 
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180 Frank Carlucci 
Carlyle Group 
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Bruce Forbes and Jim Michaels in 1962 

Bruce C. Forbes: 1916-1964 
The smaller fellow in the old (c. 1962) snapshot is me, quicker of 
limb and darker of hair than I am today. I share a laugh with the 
late Bruce C. Forbes—MSF's older brother—who became presi- 
dent of this company in 1954 on the death of their father, 
founder B.C. Forbes. A big, affable man, Bruce Forbes poured his 
ample energies into 
building this magazine 
in the days when it was a 
relatively small factor 
on the publishing scene. 
Bruce did not live to see 
the realization of his 
dream, as FORBES went 
on to become one of the 
leading publications in 
the U.S. He died 25 years 
ago this month, at 48. 
His portrait, painted 
with his beloved yachting cap on his knee, hangs in our corpo- 
rate boardroom, and he remains alive in the hearts of those who 
labored hard and long in the same effort to which he devoted his 
too-brief life. 

A glimpse into Soviet computer land 
The cover story this issue takes the reader deep behind the 
headlines about perestroika into the dismal lives of computer 
folk in the Soviet Union. Written by Contributing Editor Esther 
Dyson, the article was adapted from a long report written by 
Dyson for subsenbers to her newsletter, Release 1.0. "Three 
weeks that shook my world" starts on page 103. 

"Do you know who I used to be?" 
Corporate success stories are useful, but I confess a weakness 
for accounts of how businesses go wrong. There is much to be 
learned from these. Thus I highly recommend Lisa Gubernick's 
report in this issue on the eclipse of the Wilham Morris Agency. 
I asked Gubemick how she came on the idea. Gubemick: 

"I started working on the Morris story after a conversation 
with Hollywood agent Irving (Swiity) Lazar. I asked him to 
name the most powerful agent in Hollywood and he said Mi- 
chael Ovitz. I walked out of his office and saw the Wilham 
Morris Building across the street and started wondering about 
why people no longer spoke with awe about that famed old 
agency. I had lunch with the man in charge of Morris, Norman 
Brokaw. He took me to the Hillcrest Country Club, once fre- 
quented by the likes of Louis B. Mayer and Harry Cohn but now, 
by Hollywood terms, screechingly passe. Brokaw and others at 
the agency regaled me with tales of Morris' glorious past and 
about the wealth of its real estate holdings. 

"I interviewed past and present Morris clients, mcluding 
comedian Danny Thomas. 'The agency didn't change,' Thomas 
told mc. They say, "What would Mr. Lastfogel [Wilham Mor- 
ris's long-dead but still legendary chief] do in a situation like 
this?" ' Thomas meant it as a compliment, but it struck me as 
precisely the reason the agency lost its preeminence: a business 
run by a dead man." "Living off the past" starts on page 48. 

(!/• ib^lt^J^oJ1**' 
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IHEMALL ITHECALL 
s a fascinating place, isn't it. A crackerjack box 
11 of nothing but prizes. 

A palatial, inter-spatial architectural triumph, 
th its long, wide, well-lit halls. Its high ceilings, 

Siooth benches, well-oiled escalators forever 
i zing you onward and upward. 

Its scores of modern specialty shops intrigue 
i; yet we're also reassured by the presence at the 
t \r comers of the structure of those familiar retail 
£ ints that have served us faithfully since 
c ldhood. 

The marketplaces of the world, re-created in 
s mrbia. Finally, there is the delicious 
Cxwtunity to "shop till you drop," wanting for 
n hing while doing it. 

Food? A glutton's garden of emporia serve up 
v> lking-food. Neat little nooks and crannies deal 
»i teas and toddies, ice creams and candies, fruits 

UI nuts. 
Parking? Acres of cement chalked into spaces 

k cars. Even well-ramped driveways several 
Iprshigh. 
|| Child care? Travel needs? Banks? You have 

to scan color-coded map displays. 
The Mall. It has it all, doesn't it? It's free and 
fun—when you have the time for it. 

It isn't The Mall, but then it is the toll-free, time- 
free shopping alternative open to you in the 
comfort of your own home. 

You dial our number—1-800-356-4444—and 
a friendly voice answers, usually before the third 
ring. 24 hours a day. Every day. 

You begin by requesting our catalog of 
clothing and soft luggage. 

It's an alternative millions enjoy as "The 
Lands' End Experience." 

Won't you try it, just this once? Or if you feel 
more comfortable writing us, below is that old, 
familiar coupon. 

Call toll-free 

1-800- 
356-4444 

Save 251 with a call 
or write for a free catalog. 
Lands' End. Inc. Dept. H-29 
Dotlgeville.WI 53595 

IV.1V. twul*  h.ml. In, 

Name. 

Address. 

Cily  .Zip. 



Follow-Through 
Talking trash 
Oct. 5, 1987 

Nov. 28, 1988 

Crowded landfill 

Simple garbage remains a complex 
problem. In two recent articles, 

FORBES suggested that paper recycling 
and degradable plastics could ease 
pressure on overburdened U.S. land- 
fills. So far, the results have been 
mixed. 

First, paper. Today ten states, in- 
cluding Connecticut, New Jersey, 
Pennsylvania, Oregon and Rhode Is- 
land, as well as scores of big cities 
have instituted mandatory paper recy- 
cling programs. Local governments 
are happy enough to see neat bales of 
wastepaper carted off, but the new 
recycling programs have glutted the 
market, especially for old newspapers 
and other mixed-grade paper. What 
used to be a profitable recycling prod- 
uct is now all but valueless junk as far 
as the market is concerned. Prices for 
newspaper scrap in the Northeast 
have dropped from as high as $30 a 
ton to $5 or less. Especially hard hit 
are thousands of schools and charities 
and other nonprofit groups that count 
on funds raised by recycling newspa- 
pers. Thousands of paper-collection 
companies have also been hit. 

Paper mills are mad at city trash 
collectors, too. The mills complain 
that the quality of wastepaper has de- 
teriorated sharply since the munici- 
palities got involved. It seems that the 
cities are not nearly so careful in sep- 
arating various grades of paper, and 
they allow a lot of other garbage to get 
mixed in. 

With prices collapsed and demand 
for wastepaper growing relatively 
slowly, the recycling rate may not be 
able to rise much more. According to 
Herschel Cutler of the Institute of 
Scrap Recycling Industries, much of 
what the municipalities so zealously 
collect for recycling may have to be 
dumped in the landfill after all. 

On the plastics front, FORBES said in 
October 1987 that maior plastics 
companies should )ump on the 
degradables bandwagon, making con- 
tainers from a corn starch-polyethyl- 
ene mixture that could degrade in as 
little as six months. The new formula 

10 

was a big advance over conventional 
plastics, which can take centuries to 
break down—particularly important 
because plastics take up some 25% of 
the space in landfills. 

The big boys have indeed jumped 
on the bandwagon. Archer Daniels 
Midland, the largest corn processor in 
the U.S. (1988 sales, $6.8 billion), is 
pushing hard to market the corn- 
based polymer mixture to plastics 
manufacturers in the U.S. ADM is also 
talking to businesses in Israel, Japan 
and Australia about sublicensing the 
technology. Soviet leader Mikhail 
Gorbachev wants U.S. companies 
such as ADM to introduce degradable 
technology into the Soviet Union. 

In addition to environmental bene- 
fits, increased use of biodegradables is 
good news for com growers and tax- 
payers. Plastics made with corn 
starch could boost the use of corn by 
some 250 million bushels, or 3% a 
year, and thus could cut farm subsi- 
dies by upping demand for the crop. 

But even degradables are problem- 
atic. Those that end up in landfills can 
leach into the water table as they 
break down. In March an environ- 
mental group in Iowa proposed a ban 
on degradable plastics in the state. 
—Paul Klebnikov and Greg Burks 

Blowout 
May 29, 1989 
The Daytona 500 

more important, Goodyear followed 
up with faster bias ply tires than the 
ones Newton makes. This forced driv- 
ers to desert Hoosier in droves, 
squeezing Newton out of racing's ma- 
jor leagues. 

The withdrawal leaves Goodyear as 
the sole supplier to stock car racing's 
big money series. It also takes the 
luster off General Tire's plans to roll 
out a new Hoosier brand tire for pas- 
senger cars. Newton, whose company 
remains profitable by selling on the 
minor-league circuits, says he wants 
to roar back—maybe next year—with 
a new tire and a well-heeled partner to 
help pay the bills.—John Harris 

Park it 
Nov. 17, 1986 

Happy car- 
condo owner 

It was a David and Goliath story, 
but we should have bet on the big 

guy. Bob Newton and his tiny Hoosier 
Tire Co. (estimated 1988 sales, $20 
million) came out of northern Indi- 
ana's cornfields to humble mighty 
Goodyear Tire & Rubber Co. by win- 
ning 9 of the 29 Winston Cup stock 
car races run last year. Newton 
matched his big feat with big talk, 
telling FORBES the tire war "will never 
be over," and that his tires would beat 
Goodyear's newest radial technology. 

Then Newton skidded off the track. 
In early May he pulled his tires from 
the Winston Cup stock car racing se- 
ries. One reason: The Goodyear radial 
he had disparaged did much better 
than expected in its test run. Perhaps 

Tight parking in urban areas was 
giving rise to a new form of real 

estate fever, the garage condominium, 
FORBES wrote 2Vi years ago. In Brook- 
lyn's trendy Park Slope district, devel- 
oper Howard Pronsky was peddling 
parking spaces at $25,000 a pop. Cra- 
zy? Not at all. Renting monthly space 
in a garage gets expensive. We did 
sound a cautionary note: Car condos 
didn't seem likely to appreciate in 
value rapidly or to retain tax breaks 
equal to those of home ownership. 

Our caution proved unnecessary. 
Though Black Monday knocked the 
wind out of Park Slope's realty boom, 
pushing apartment prices down by 
15% or more, spots in Pronsky's Park 
Slope Garage now cost $39,000—a 
56% gain in less than three years. 
Impressive, even though interest onj 
car condo loans is no longer deduct 
ible under tax reform. 

"This is the only real estate in Par 
Slope that's gone up," brags Pronsky 
who says investors account for 25% ol 
the 100 units he has sold. Meanwhile 
the Brimmer Street Garage in Bos 
ton's ritzy Beacon Hill has seen prices 
rise 43%, from $105,000 to $150,000, 
in the past two years. 

Now the concept could go interna 
tional. Pronsky says he's gotten inqui 
ries from people in the U.K., Japan anc, 
Australia.—Eric Schmuckler 
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MOVING 
PICTURE. 

What if there was a TV with a picture so clear, so detailed, so perfectly defined 
that instead of just watching it, you actually felt you were part of it. 

If the concept is a little hard to grasp, you might want to experience the 
reality: Toshiba's new Super Tube™ TV. 

This remarkable example of advanced video technology uses vastly improved 
semiconductors, developed by Toshiba. Better CRT shadow masks, 
developed by Toshiba. And all-new circuitry, refined and perfected by Toshiba. 

| Plus the realism of Super Carver Sonic Holography.® 
And every TV is subjected to the strictest quality control at our plants 

here in the U.S. 

Images and sound you not only see and hear, but feel. That's Toshiba's goal 
for all its TVs, VCRs and camcorders. 

After all, we're not in this business for our own entertainment. 
We're in it for yours. 
Super Tube'"is a trademark of Toshiba Corp. 

In Touch with Tomorrow 

TOSHIBA 
For further information write. Toshiba America Consumer Products. lnc..82Totowa Road. Wayne, N J 07470 or Toshiba Hawaii, inc.. Honolulu. HI 96814. 
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Talk about sweeteners 
The gargantuan ($26.2 billion) RJR Na- 
bisco financing just completed went 
down surprisingly well with investors, 
not least because of a sweetener that 
came with the deal. As is typical in a 
Drexel deal, some of the junk bonds 
had lucrative warrants attached to 
make them more attractive to poten- 
tial buyers. In this deal, the warrants 
entitle the holder to buy common 
stock in RJR Holdings, at some future 
date, for 7 cents per share. The closely 
held stock recently went for $5. 

One money manager has told the 
Informer that his Drexel salesman had 
made a happy suggestion to sweeten 
thesweetener: Whynot buy bonds with 
his clients' money for their accounts 
but first peel off the warrants, priced at 
1 cent, for placement in his own ac- 
count? Thinking this a rather ques- 
tionable way to perform his fiduciary 
duty, our source demurred. 

An informal Informer survey of 
Wall Street types, some of them ex- 
Drexel salespeople, suggests that this 
unsavory practice is endemic to 
Drexel but not uncommon elsewhere. 
What does Drexel say about its sug- 
gestion that a money man take what 
belongs to his client? "It's not our 
policy to make those kinds of sugges- 
tions," says a spokesman. And people 
wonder why investors suspect an un- 
even playing field.—Ronit Addis 

If you cant beat 'em ... 
How to stifle noisy shareholders at 
annual corporate meetings? Here's a 
novel approach: Management at Falls 
City Industries, a Louisville trucking 
company, invited their most vocal 
gadfly to join their board. 

Edward Rhawn, an investor and 
area businessman, owns a little more 
than 2% of Falls City stock, and for 
the past five years he's voiced more 
than a bit of dissatisfaction with the 
company's management. So how 
come the top dogs at Falls City asked 
him aboard? "I guess they figured I 
was asking some good questions," 
says a surprised Rhawn If manage- 
ment was looking to muzzle Rhawn, 
it worked. At this year's meeting, the 

newest member of the board didn't 
say a word. 

Very limited partnerships 
Shearson Lehman Brothers Capital 
Partners I was set up in 1985 to allow 
top executives at the firm to partici- 
pate in merchant banking invest- 
ments Shearson hoped to make. Par- 
ticipate, and how. Peter Cohen, 
Shearson Lehman Hutton's chairman, 
invested $40,000 that year. Three 
years later he got a partnership distri- 
bution of $257,572, as the proxy state- 
ment drily notes, "because of success- 
ful investment performance." 

You have to wonder how this 545% 
return sits with Shearson limited part- 
nership clients who bought such dogs 
as the Damson oil and gas partner- 
ship—a $1,000 unit is worth $10.50 
today—or Balcor commercial real es- 
tate deals, many of which are perform- 
ing far below original expectations. 
According to the Stanger Report, Shear- 
son's own public partnerships since 
1985 have averaged a cumulative 
18.5% return, but that's not counting 
other companies' offerings Shearson 
sold—such as a bum horse-breeding 
deal and Indian Wells, an apple orchard 
partnership now in litigation. 

Shearson, by the by, seems to be 
pulling back from the partnership 
business. Last year it raised over $1 
billion, offering scores of deals. Only a 
handful are said to be marketed now. 

Bunder's best defense 
In its unending battles with the SEC 
and with state authorities, Blinder, 
Robinson & Co. has won some and 
lost some. But no one fights harder. 

Just look at the high-priced expert- 
witness talent the firm's been trotting 
out: Lee Pickard, a partner at the Wash- 
ington law firm of Pickard & Djinis. In 
the 1970s Pickard was a big-league SEC 
staffer—special counsel to then chair- 
man William Casey for two years, then 
director of market regulation for four. 
On his own, Pickard began his new life 
doing legal work for such brokerage 
luminaries as First Jersey Securities, 
Sherwood Group and Blinder. 

It's not unusual for former govern- 
ment officials to sell their expertise to 
the other side, and Pickard says he 
works for 40 to 50 broker/dealers. But 
given the warfare being waged be- 
tween the SEC and sleazy Blinder, 
Robinson, Pickard's involvement 
does seem, shall we say, indecorous. 

Leading indicator? 
The art market has been so red-hot 
lately, they've had to hose down the 
auctioneers between paintings. As 
with all speculative frenzies, the 
question is not "Will this madness 
end?"—but when? 

Some recent sales may provide a 
clue. At a May auction of contempo- 
rary art at Sotheby's, records were set 
for two artists: A Jackson Pollock 
went for $11 million, and a Francis 
Bacon fetched $6.3 million. The re- 
spective sellers, interestingly enough, 
were publishing power S.I. Newhouse 
and buyout biggie Saul Steinberg. A 
week later a Picasso self-portrait net- 
ted $47.9 million for Wendell Cherry, 
president of Humana Inc., the health 
care giant. When savvy investors like 
these decide to cash in a few chips, 
you have to wonder if the party's near- 
ly over.—Eric Schmuckler 

The Spielberg split 
Aging wunderkind Steven Spielberg, 
one of the toughest dealsters in Tin- 
seltown, turned creampuff when he 
split with his actress-bride Amy Ir- 
ving in April. Though no papers have 
yet been filed, he has agreed to a re- 

Trapper SygDU 
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Spielberg and Irting in happier times 
Riding into the sunset, separately. 
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ported $93 million settlement. 
By FORBES' calculations, Spielberg 

has grossed around $145 million since 
the couple's marriage in 1985. Half of 
that came from directing or exec-pro- 
ducing a string of flops (Innerspace, 
Batteries Not Included, Empire of the 
Sun) and an occasional hit CWho 
Framed Roger Rabbit) and would be fair 
game in California, a community 
property state. Irving also has a claim 
on the upcoming Indiana Jones flick, 
an expected smash. But Spielberg's 
biggest chunk of change during the 
marriage was the estimated $70 mil- 
lion he got selling E.T. videocassettes 
last year. According to divorce spe- 
cialists, that money would likely be 
outside the marital estate, since E.T. 
came out years before the marriage. 

Did Spielberg shell out more than 
he had to? Both sides bent over back- 
wards to keep the proceedings amica- 
ble. But he may have had no choice. 
Since the pair had an on-again, off- 
again romance for years before they 
married, Irving had a strong shared 
property claim on income derived 
from the creative juices that flowed 
back then. 

Spielberg and Irving can now ride, 
separately, into the sunset. The only 
question is, what will they do for a 
sequel?—E.S. 

A stock that smells 
Venice, Calif.-based Gruene, Inc., 
which makes men's toiletries and fra- 
grances, lost $69,000 on $3.2 million 
in sales last year. Why, then, does the 
market value it at over $50 million? 

Analysts expect the company to 
gross $7 million this year and earn 
around 14 cents a share, pretax. That 
hardly justifies a share price of $9—64 
times expected pretax earnings. 
Gruene sells for almost 8 times sales 
while industry leader Neutrogena 
goes for less than 3 times sales. 

Gruene started out with men's up- 
market skin care products, then moved 
into men's fragrances. Can it compete 
in that tough market? Not with the 
pokey $ 117,000 of cash it has on hand. 
The company is so strapped, it's count- 
ing on its underwriter exercising some 
warrants, among other things, to keep 
the wolves from the door. 

Why has the stock gone from a 
I split-adjusted $2.67 offering price in 
March 1988 to today's feverish levels? 
Analysts point to underwriter Stan- 
Securities, which has brought out sev- 

ieral racy o-t-c numbers like this. Starr 
I holds warrants for 112,500 shares, ex- 
ercisable at $6.60 each after this past 
March. Once Starr cashes in, get out 
of the way. A Starr official says he has 
jno control over the stock.—E.S. 
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Corporate Media 
Coverage 

No Retainer Fees 

Successful companies use our media contacts 
to tell their story to the business community. 
Articles in top business, trade and 
professional publications accelerate name 
recognition — enhance credibility -- generate 
responses from decision makers. Article 
reprints provide sophisticated marketing 
vehicles. 

Our clients choose the number of articles and 
the publications they want -- and pay nothing 
until articles are landed. No monthly 
retainers. No risk. No bull. 

We're the nation's premier media relations 
agency for firms in service disciplines -- 
hundreds of articles published annually. 
Clients range from industry giants to 
emerging companies. 

Ready for major media coverage? Call and 
tell us about your organization and marketing 
objectives. We'll give you a prompt 
assessment of your firm's media potential. 

Front Page Media Relations 
800 225-6266 
714 495-1411 (CA) 

Forbes Subscriber Service 
60 Fifth Avenue 
New York, NY 10011 

Call: 1-800-772-9200 Ext. 338 

Change of Address. Please give six weeks 
notice. Write your new address on this 
form and return it with a recent mailing 
label from the magazine. 

New Subscription. To order Forbes, fill in 
the form and reiurn it with a check for 
the subscription you prefer fj 1 year 
$48 □ 3 years $96 (the equivalent of 
one vc.ii Erce] Canadian orders, 1 year 
$77C, 3 years $172C. Orders for other 
countries add $57 a year to U.S. rate 

ATTACH MAGAZINE MAILING 
LABEL OR WRITE 

SUBSCRIBER NUMBER HERE 

Subscriber number 

Name       (please print) 

New Address 

City 

State Zip 

Date of address change 
F-3820 

Readers Say 

Double take 
David Stnck/Onvx Daniel Simon/Gamma Liaison 

You make the call 

SIR: Re your May 15 cover on Dennis 
Washington. For a moment I thought 
you had featured the Libyan madman 
Muammar Qaddafi. The resemblance 
is startling. Note the wild hair, look of 
haughty disdain, etc. 
—Charles Thomason 
Floral City, Fla. 

Dennis Washington says he's not now 
nor has he ever been Qaddafi, and is 
running out to find a new barber.—ED. 

Treemendous 
SIR: Kudos for recognizing the bene- 
fits we derive from trees (Fact and 
Comment, Apr. 17). Last year was the 
sixth consecutive year of record- 
breaking reforestation in the nation. 
Forest growth in the U.S. today ex- 
ceeds all removals (harvest, fire, in- 
sects and disease combined) 
—Monte R. Haymon 
Cfxiirman 
American Forest Council 
Evanston, III. 

SIR: Indeed, a lovely pollution solu- 
tion is a tree, particularly a young 
tree. And yet persistent groups are 
branding mature, decadent trees as 
"ancient" in an attempt to gain public 
acceptance of a no-harvest policy. 
Young trees produce more oxygen to 
benefit wildlife as well as people. 
—Anita B Hale 
Coos Bay, Ore. 

Say what? 
SIR: I am surprised at the audacity of 
Caspar Weinberger's editorial (May 
15) where he berates Third World 
countries' borrowing just to pay oper- 
ating expenses. During each of the 
eight Reagan-Weinberger years we in- 
creased our national debt about $200 
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billion and spent some $300 billion 
just for defense. 
—Lester J. LaMack 
Townsend, Wis. 

Lost in translation 
SIR: I was amused to find a poor ad 
agency stuck trying to market a ciga- 
rette called Prince to blue-collar 
males ("Desperately seeking 'Teep- 
ness,' " May 15). Querying the target 
group is great, but did any of the re- 
searchers bother to ask about the 
name? Why not call it Headbanger? 
—Ivan Nahem 
New York, NY 

Escalation 
SIR: Re "Star Wars isn't dead yet" 
(May 1). If SDI is successfully imple- 
mented, the U.S.S.R. would be left 
with little choice but to counter with 
new cost-effective means such as bio- 
logical warfare. FORBES should consid- 
er the competitive context. 
—Norman Smothers 
Berkeley, Calif. 

Union suit? 
SIR: Re why the Exxon skipper wasn't 
fired sooner (Fact and Comment, May 
1). Have unions made it too difficult 
to fire anyone? 
—Frank J. Meinen 
Chippeua Falls, Wis. 

We can work it out 
SIR: Re "Sexual harassment in the 
workplace—Is it a phony issue?" (May 
15), in which FORBES contends that 
sexual harassment on the job is de- 
clining. To know if sexual harass- 
ment on the job is increasing or de- 
creasing, the proper step is to survey 
employees at various work sites over 
the long term. To survey federal or 
state agencies to whom such victims 
may or may not go will give you irrel- 
evant data. 
—Kenneth L. Lloyd 
Sherman Oaks, Calif. 

SIR: The decline in claims has more to 
do with the high costs (both financial 
and emotional) of litigation. Those of 
us who chose to right such wrongs 
cheer not the success of harassment 
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consultants but that companies are 
sufficiently worried. 
—Teresa M. Contardo 
First Vice Presidmt-Investments 
Drexel Burnbam Lambert 
Boston, Mass. 

SIR: Many women simply don't have 
the economic luxury of knowing that 
they could get another job. 
—Renee Pigeon 
Los Angeles, Calif. 

Ascetics 
SIR: Re "Meet the meatless" (Mar. 20). 
The only animal rights activist wor- 
thy of the name and of the public's 
attention is one who has never killed 
a mosquito, allows termites to feast 
upon his property, wears only canvas 
shoes and belts and believes in a pit 
bull's right of self-expression. 
—James C. Courtney 
Houston, Tex. 

Let him have it 
SIR: Re your scurrilous attack on G. 
Robert Blakey, who wrote the RICO 
statute ("G. Robert Blakey versus Mi- 
chael Milken," May l). If Michael 
Milken is convicted of stock manipu- 
lation, he should be punished to the 
fullest extent that the law allows. Be- 
cause he does not wear a black shirt 
and has not killed does not mean that 
he is innocent. 
—Drew Davies 
Seattle, Wash. 

SIR: Has Milken's high-priced public 
relations campaign managed to snare 
FORBES as well as other, less sophisti- 
cated defenders? 
—Anthony C Matuleuicz 
McAllen, Tex. 

Standards 
SIR: Re "Who sets the standards?" 
(Apr. 17), on the problem of promoting 
U.S. standards used by other coun- 
tries. The U.S. is behind in this field 
because over the years there has 
been a strong bias in favor of keeping 

[government out of the market place. 
Private sector organizations, govern- 
ment agencies  and  Congress  must 

l form a partnership to prevent unfor- 
tunate instances described in your 
Article. 
—Donald L. Peyton 
peyton Associates 

■ \White Plains, N.Y. 
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The fo offi ur corner oince. 
It's roomy. It's luxurious. It's Hartmann's Executive Case 

with expandable inside flaps and pockets to hold almost any- 
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sorry, no windows. 

Du Pont TEFLON* 
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INTRODUCING THE WORLDS 
REST PORTARLE. 

Dictaphone introduces its smallest, light- 
est microcassette portable, the Dictamite II 
Model 3253. It's loaded with features: 
□ Voice activated recording starts recording 
as soon as you start talking. 
□ Internally rechargeable batteries mean 
you're always ready to go. 
□ Digital display shows you exactly what 
you've recorded and where. 
□ Increased recording sensitivity for meet- 
ings and conferences. 
□ Two tape speeds—one for long play, one 
for optimum sound quality. 

To find out more, call 1-800-433-0880 
toll-free or send in the coupon below. 

Dictaphone Time Management. 

Mail to: Dictaphone Corporation, 
3191 Broadbridge Ave., Stratford, CT 06497-2559 

Name Title 

Company Phone 

Address 

City 
sJtLb 

State Zip CF61289 

KP Dictaphone 
A Pitney Bowes Company 
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In cash management today, 

the right fit makes all the difference. 

Standardized cash management products were once the 

best you could hope for. 

Today, Bankers Trust has put things in a different light. 

Creating specialized solutions for specialized situations is 

a trademark of our brand of merchant banking. 

So time after time, we've shaped a customized cash man- 

agement program that fits the needs of a client perfectly. And 

then serviced it with an intensity few other banks can match. 

At Bankers Trust, cash management is the sole focus of a 

major strategic business unit. A unit staffed with imaginative 

people; armed with flexible technology. 

As a result, cash management is more and more often 

becoming an integral part of the relationship we forge with clients. 

Yesterday, you may have had to accept an off-the-shelf 

solution. Now, you need not settle for less than a perfect fit. 

::::: 

I 

DBankersTrust Company 
Because today isn't yesterday. 



'With all thy getting get understanding' 

Fact and Comment 
By Malcolm S. Forbes, Editor-in-Chief 

THE MYSTERY IS WHY EXPERTS ARE MYSTIFIED BY DOLLAR'S RISE 
Why is it so many among us can't seem to fathom that, 

to most of the rest of the world—including the most 
developed/prosperous/sophisticated/cynical nations—the 

U.S.A. remains the ultimate safe haven in an ever-chang- 
ing, oft-turbulent globe? 

Whether it's hedging bets or betting on the future, 
important corporate and individual investors from over- 

seas want a stake or a stash in the United States. 
The reverse side of this are the howls many Americans 

raise when foreign investors pour investment capital into 
new U.S.A. plants and/or buy up American companies and 
landmark real estate on our main cities' Main Streets. Every 

other country, developed, underdeveloped or undeveloped, 
arduously seeks capital to start growing or to stay growing. 

For every U.S. bewailer about foreign buyers, though, 
there are half a dozen governors and mayors fishing over- 

seas with tax-baited hooks to land foreign investments 
that produce jobs and new vitality in their bailiwicks. 

GORBACHEV'S LATEST BEHEADING OF 110 COMMUNIST PARTY 
Old-Guard potentates who were rumbling about pere- 
stroika/glasnost upheavals is proof positive that he is 
indeed the boss. The Russian people are enthusiastically 

behind the lopping off of privileged bureaucratic dead- 

GREEN IS WHERE 
And I'm not talking about greenies in the currency 

sense, but about greenies on the political scene. 
At a recent small, private dinner investment banker 

Uim Wolfensohn hosted Walter Momper, the leader of 
Germany's Social Democratic Party and mayor of West 
Berlin, and some of his top shadow-cabinet colleagues. 

(Their prospects  of becoming the next West  German 
•government are hotting up. 

Chancellor Kohl and his party, the Christian Demo- 

:ratic Union, are under heavy siege and have been losing 
ocal elections to the Left and the Right. The environ- 

mental issues are hot potatoes, along with wildly emo- 

THE JAPANESE ARE IN THE 
Today's Japanese teen-young are not buying what their 

>arents, and the generations before them, have been sell- 
ng in terms of centuries-old traditions and customs that 
'.onstitute the highly organized, pressure-cooking lifestyle 
>f these extraordinary, homogenous people. 

In a comprehensive survey the Hakuhodo Institute of 
-ife & Living comes to these startling conclusions: 

Japan's young adults of today are the first to have 
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heads who've left them with bare shelves. 
That Gorbachev is people-backed and in full charge is 

good news for the Free World, and for the rest of the world 
that restlessly seeks to be. 

THE POWER'S AT 
tional reactions among the young against modernizing 
short-range missiles. 

In West Berlin, the environmentalist-extremist Green 
Party has made sufficient inroads to be a pivot in possibly 
determining West Germany's next national government, 
which would likely be headed by Walter Momper. 

He wasn't disturbed that the neo-Nazi group got 7.5% of 
the votes: "They're not going anywhere. But the Green 
Party is born again and they are going to be the real 
factors." 

Which Washington finds a growing worry vis-a-vis NATO 

and Gorbachev's appealing disarmament offensive. 

THROES OF A REVOLUTION 
grown up in the affluence generated by the economic 
miracle of the past two decades. They know little about 

either the poverty of the postwar years or the radicalism of 
the 1960s. Moreover, they are not interested in learning 
about the major traumas their parents have gone through. 

"They have an entirely different value system from 
that of their parents. Their fundamental attitudes toward 
life are  so alien to the older Japanese that they are 
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sometimes dubbed 'Martians.' Having been brought up the way they wish." 
in  comfort,   they  believe  that  basically  life  is  to  be The impact this "Martian" generation will have on 
enjoyed. They are not impressed by the social norms and every aspect of Japanese life and work ethic could be 

customs of traditional Japan. They feel free to live life formidable. 

From Advertising Age. 

HOWS THIS FOR A TURNABOUT? 

"JAPANESE SLAMMED FOR LOOK ALIKE CARS" 
n r ^=i 
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'Can you pick them! This parade of imports includes Toyota's Camry V6Sedan, Mazda's 626 Touring Sedan Turbo, 

Nissan's Maxima GXE Sedan and Honda's Accord DX Coupe." 

PSST—BUSINESS WEEK "HEREBY DEMANDS" FORBES RETRACT 
You're not gonna believe the letter we just received 

from the general counsel of Business Week's owner, 
McGraw-Hill. Intentionally or unintentionally, it's the 

runniest writing since Russell Baker's and Art Buch- 
wald's latest columns. 

After 300 words of straining, legalistic balderdash, the 
letter concludes: "McGraw-Hill hereby demands that 
FORBES immediately publish a correction and retraction in 
the next Fact and Comment column to be published by 
FORBES. Such correction shall retract the false and defama- 

tory suggestion that Business w eek is distributing prior to 
publication "advance" or "early" copies oiBusiness Week to 
select subscribers or that Business Week has somehow en- 
gaged in illegal or improper conduct with respect to Business 
Week's Federal Express Friday morning delivery service." 

And here's what they want us to retract: 
"PSST—FOR $500 WELL SLIP YOU 

BUSINESS WEEK IN ADVANCE" 

"Remember the scandal last year when it turned out 
someone was purloining early Business Week copies from 

its printers and doing some stock trading based on some- 
thing in the magazine they thought would influence the 
stock's price? 

"Well, now for five hundred bucks a year ('just under $10 
an issue') Business Week itself will 'leak' early copies to a 
'select group of executives who want the very latest news 

at the earliest possible time.' All the rest of BW's subscrib- 
ers will go second class. An ironic twist, eh?" 

We did not say nor did we imply that it's illegal for 
them to attempt to hijack $500 extra from a "select 
group of executives" to buy their Business Week ahead of 
the other subscribers who will have to continue to get 
Second Class treatment. 

We did say it was ironic. 
It is an ironic twist, eh, that FORBES has to defend Business 

Week subscribers against such unClassy treatment! 

A PLAGUE ON CHATTY ANSWERING MACHINES 
In these days when nigh everyone has one, is anything to answer; at the beep leave your message"? 

more irritating than all that palaver while the called party Skip all that time-wasting, cheerful exuberance, mood 
explains he's not answering and tells you to wait for the music and all other extraneous wit and good wishes that 
beep? Can't people be taught to simply say, "We're unable drive a caller up the wall. 

IS THIS THE FIRST TIME WE'VE HAD FOUR LIVING EX PRESIDENTS? 
1 thought it might be and found out it isn't. 
For the first vear of the Lincoln Administration, there 

were five Ex's to second-guess our greatest President: 
Martin Van Burcn, John Tyler, Millard Fillmore, Franklin 
Pierce, James Buchanan. 

During James Buchanan's lusterlcss years, 1857-1861, 
there were four almost equally lusterlcss former Presi- 
dents around: Martin Van Buren, |ohn Tyler, Millard Fill- 
more and Franklin Pierce. 
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And lames K. Polk's White House was under scrutiny by 
[ohn Quincy Adams, Andrew Jackson, Martin Van Buren 

and John Tyler for the first three months of his term. 
Jackson died in June of 1845, so then Polk had only three 
Ex's to contend with for the rest of his single term as 
President. 

So I guess all we can say is that this is the first time in 
128 years that the press has had four past Presidents to pry 
comments out of about the President's performance. 
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BRITAIN'S RAMBUNCTIOUSLY ADVENTURESOME 
Richard Branson's most recent and 
delightful antic is getting him 
hauled into court by bobbies who 
couldn't take a big and visible joke. 
On a trial run the night before 
April Fools', he flew his "secret" 

new hot-air balloon, in the form of 
a glowing flying saucer, over a Sur- 

rey village. 
It brought traffic on main motor- 

way M25 to a screeching halt. 
While terrified parents cowered, 
children were whooping and hol- 

lering to hitch a ride. Englisfj cops come a cropper 

ENTREPRENEUR 
From the British newspaper To- 

day "[Branson] told how a police 

officer on the scene warily ap- 
proached the craft, then turned and 
fled as midget Phil Cordero, dressed 

to look like E.T., emerged. Said 
Branson, 'A few seconds later three 
uniformed bobbies crept towards us 
brandishing their truncheons. One 

officer said he'd never been as fright- 
ened in 20 years.' " 

If that's how law-enforcing Brits 
react, E.T. ain't never going to risk 

paying a call on the Sceptered Isle. 

PERSONAL NOTE 
It's hard to realize that a quarter of a century has 

passed since my brother Bruce died at 48 from lung 
cancer. He and I shared control of this business for a 

decade following the death of my father in 1954. Bruce 
was president and I was publisher, editor-in-chief. 

In the course of those ten years, Bruce's unfailing zest 
and dynamic enthusiasm were key in raising our circu- 

lation from 132,115 to 350,000, our advertising pages 
from 521.4 to 644.1. He inspired unique loyalty (seeJim 
Michaels' recollections on p. 8). He got the ball rolling. 

I concluded in an editorial here on June 15, 1964: 

"Bruce was very proud of Dad, and of the reputation of 
the business. When the two of them got together again, I 
am sure my father's first words were, 'Well done, son.' " 

TO GET SOMEWHERE 
go to it. 

KEEP TOUR MOUTH SHUT 
and you'll starve. 

BOOK 
4  r|    • The Last Days of The New York- 

er—by   Gigi   Mahon   (McGraw-Hill, 
HSl<^        $17.95)—is the absorbing inside saga 

L^ of how this unique magazine insti- 
Aw^mwi LULL, tution came into the publishing em- 

pire of the limelight-ducking, brainy 

MIRKER Newhouses 
Excerpts:   The  mid-   to late   1940s 

would prove to be the greatest of boom times for The New 
Yorker. The magazine became a journal of national im- 
portance and stature. Befitting that status, F-R Publishing 
became The New Yorker Magazine, Inc. Contrary topopu- 
'ar perception, 80% of The New Yorker's eventual readers 
'ived outside the New York metropolitan area—outside of 
Connecticut, New Jersey, or New York. . . . James Thurber 
-efused to give Ross credit for assembling what turned out 
o be a stunning collection of writers and artists. "The 
noths deserve the credit for discovering the flame," he 
vrote in his book My Years with Ross. . . . The New 
forker never had a masthead. A writer recalls that there 
vas always a lot of gnashing of teeth when it came to 
bestowing titles, such as managing editor or executive 
ditor, because a new title implied that someone had 
>een elevated above others: "There was a kind of Red 

|Lrmy approach to organization." 

• Reaching for the Skies—by Ivan 
Rendall (Orion Books, $24.95). This 
is the story of man in the air—from 
the first time in a balloon invented by 
the French Montgolfier brothers 206 
years ago to motors and wings, 
through wars and peacetime break- 
throughs, right up until the ongoing 
assaults on space. Profuse illustra- 
tions, evocative and dramatic, are 
principal ingredients in telling this stupendous story. 

• Stopping Time: The Photographs 
of Harold Edgerton—text by Estelle 

Jussim (Harry N. Abrams, $35). Ex- 
traordinarily arresting photographs 
that make still lifes of ultra-high- 

speed moments virtually invisible 
to the eye. MIT Professor Harold 
Edgerton is the inventor of the elec- 
tronic flash, which he developed to 

make these millisecond exposures. An exciting gamut. 
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We never forget whose promises 
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'"*% on her way. The promise of 

a happy trip pinned onto her 

dress. A favorite doll for company. 

When she gets there, it'll be 

smiles and hugs and "How you've 

grown!" She'll show her shiny 

. new wings and tell what it was 

like to see the world so small. 

Sometime tonight, she'll call 

home. You'll know your promise 

was kept. 
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GE Aircraft Engines 

Keeping the Promise 



Other Comments 
Often comments by others stimulate, irritate, 

abuse or amuse this editors mina.-MSF 

Be Patriotic 
[With] the country's increasing con- 

sumption of chicken, ranchers can't 
make money on porterhouse, rib eye 
and shell steaks, [so] they don't raise 
as many cattle. Fewer cattle mean 
fewer hides, which mean higher 
prices for leather shoes. 

What I learned from that story: 
having a steak is prudent, maybe 
even patriotic. You want chicken? 
Fine. Just try wearing shoes made out 
of feathers. 

—Steven Reddicliffe, 7 Days 

A Regime of Reason 
The regime of equality and liberty, 

of the rights of man, is the regime of 
reason. The free university exists only 
in liberal democracy, and liberal de- 
mocracies exist only where there are 
free universities. 
—The Closing of the American Mind, 

by Allan Bloom 

Enjoy! 
The Japanese young adults today 

know they can depend on their par- 
ents for support until they move out 
of the house to establish lives of their 
own. They can spend most of their 
time and money on enjoying them- 
selves. They do not want to make 
deep commitments because they do 
not want to accept the responsibil- 
ities that commitments require. They 
want to do all the "fun things" that 

life has to offer. They assert: "Life is 
to be enjoyed." 

—Young Adults in Japan; 
New Attitudes Creating 

New Life Styles, from the Hakuhodo 
Institute of Life and Living 

These Idiots 
It won't be a breakthrough until 

these idiots find the courage to take 
the further steps necessary to make 
it a true Common Market. Think 
what kind of internal market you'd 
have in the United States if there 
were ten different currencies be- 
tween Seattle and Boston. The single 
market in 1992 won't amount to 
much until there's a single European 
currency, and there won't be one 
until there's a common European 
central bank. 
—former Chancellor Helmut Schmidt 

of West Germany, New York Times 

Priority Treatment 
While most of the homeless are not 

mentally ill, about two-thirds of 
homeless adults have at least one seri- 
ous personal problem that helps put 
them on the streets and in shelters. 
The recent studies show that 33% to 
38% of homeless adults are alcoholics, 
13% to 25% are drug abusers and 21% 
to 24% either have had a felony convic- 
tion or have served time in state and 
federal prisons. Besides being extreme- 
ly poor, homeless men and women are 
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"Well, my biological clock is ticking, too, and it's saying 
I don't make partner by forty im history 
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also sadly isolated from their own fam- 
ilies and mainstream American insti- 
tutions. On average, they have been 
out of work for almost four years. 

A HUD survey shows that fewer 
than a third of the nation's shelters 
provide treatment for substance abuse 
or mental illness, and just as few offer 
child care or health care. The home- 
less may need transitional services 
and interim housing tailored to their 
needs even more than a new public- 
housing complex. The issue now is 
not whether the homeless will con- 
tinue to cost billions in emergency 
food and shelter aid but whether those 
billions in the years ahead will be 
spent more sensibly. 

—David Whitman, 
U.S. News et) World Report 

Power can be enjoyed only 
when it is recognized and 
feared. Fearlessness in 
those without power is mad- 
dening to those who have it. 

—This Boy's Life, by Tobias Wolff 

Paprika Taste 
Vulgarity, as [former editor of 

Vogue] Diana Vreeland has pointed 
out, "is a very important ingredient in 
life ... a little bad taste is like a nice 
splash of paprika." 

—Fame 

A Word to the Wise 
Bill Reik did not miss his scheduled 

meeting with S.I. Newhouse. New- 
house spoke early in the session to 
tell Reik that he really wanted to buy 
The New Yorker, but he needed Reik's 
stock. Then the lawyers took over. 
They told Reik not to worry about the 
tender rules. 

Reik said, "You guys are great to 
say that. You know when the SEC 
calls, you're not gonna have to go." 
("Lawyers are funny when they're giv- 
ing you advice," Reik later mused. 
"They tell you what they think's go- 
ing to happen, but if they're wrong, 
you're the one who's dead.") 
—The Last Days of the New Yorker, 

by Gigi Mahon 

How Many? 
The Princess is very pretty. As a 

bride she would be worth many, 
many camels. 

—Saif al Haima, host at a Bedouin 
luncheon for Princess Diana in 

Abu Dhabi, Daily News 
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Ay favorite GM car I worked on 
is the '54 Buick Got one for myself 
d kept it all these years, even 
er I retired. Every time my son 
)ks at it, he smiles. Very popular 
die time, I tell him. 
My boy's at GM now, building 
nities like this '89 Olds. And though 

' )st tilings have changed, one 
rpg hasn't—we still build 'em to 
\v 

icfcGM cars have held their 
| ale value better than any other 

make based on average value 
-to- 5 year old cars over the past 
years. 

smobile Cutlass Supreme International Series 
Bk Skylark 

MARK OF EXCELLENCE 

Chevrolet. Pontiac, Oldsmobile, Buick. Cadillac. CMC Truck 
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hen i 
laying claims quickly 

and accurately we give you 
—      an edge. 

mm 

The Principal Edge? 99%. Plus. 
That's our accuracy rate on processed 

claims. And when it comes to our ability to pa^ 
those claims, industry expert Standard & Poor's 

rates our lead company, Principal Mutual Life 
Insurance Company, AAA. 

What's more, we pay them quickly. Our actual processing 
time on health claims averages six working days, or less. 

And if you have specific questions about a claim, you can call 
our toll free number and get answers, instantly. 

For 110 years,The Principal Financial Group® has been a leader in 
managing claims for individuals and businesses. Our dedication to per 
sonalized service has helped make us one of America's largest financi. 
services organizations. From mutual funds, mortgages, life and disabilil 

insurance to stock brokerage 
services, pensions and employe 
benefit plans? look for an advan 
tage. Look forTfte Principal Edge 
The Principal Financial Group, 
711 High Street, Des Moines, IA 

^ 50309. 

"Available through Principal Mutual 
a irtgistered broker-dealer Stock br 

nee Company. Des Moines. Iowa, and its subsidiaries: Mutual funds through Princor Financial Services Corporation! 
ervices through Eppler, Guerin & Turner. Inc (not available in all states). © 1989 The Principal Financial Groud 



Fact and Comment II 
By M.S. Forbes Jr., Deputy Editor-in-Chief 

FALSE DILEMMA 
The Federal Reserve may soon ease its overdone 

squeeze on money. It's about time. Retail sales are ane- 
mic. Cash flows of corporate America are weakening. The 
individual savings rate has doubled in recent months be- 
cause people are not spending. Yet the Fed has been bat- 

tling market trends that are lowering interest rates, in- 
cluding the surging dollar. 

Observers claim our cen 
tral bank is facing a delicate On One Side Is Inflation; on the Other, Recession 

task: If Greenspan tightens, 

(which is losing value) for tangible assets. 
That's why if most commodity values are rising or 

falling in concert, you know there's trouble. The best 
barometer by far is gold. Since it is neither consumed nor 
eaten, like oil or wheat, it isn't hit so easily by supply 
shocks, such as drought or OPEC. Annual production is less 

than 2% of the outstanding 

Cooling Economy Puts Fed on Tightwirej    supply.   Gold  has  fallen 
more than 20% since 1988. 

The   recent   inflationary 
he risks recession; if he doesn't, he risks more inflation. 
The dilemma is a phony one. 

Like too many economists, Chairman Greenspan thinks 
that inflation is triggered by a vibrant economy. He's wrong. 
Inflation is brought about when a nation's central bank 

debases the intrinsic value of its currency by creating more 
money and credit than the economy can use productively. 

How do you determine how much is right? The 

markets will tell you. For instance, if money is tight, 
people will have to sell assets to raise cash. Commod- 

ities, because their markets are so liquid, will feel the 
impact first. Conversely, if authorities are debasing their 
money,  as ours  did in the   1970s,  people  swap  cash 

— Wall Street fournal 

surge is a direct result of the U.S.' overdoing the dollar 
devaluation in 1986-87. In short, we debased our money. 

The consequences were predictable. Commodity prices, 
led by gold, went up. Bonds went down. Now the inflation 

is showing up in the Producer Price Index and the Con- 
sumer Price Index. 

Greenspan should realize that what we're going through 
now was set in motion 18 to 24 months ago. Depressing 
the economy today is the wrong prescription. 

What should he do? Reduce overly high short-term 

interest rates until gold gets up to the range of $400-$425. 
Otherwise, we're in for an unpleasant—and entirely un- 
necessary—economic slowdown. 

WE HAVE NO CHOICE 
There are two good reasons why the U.S. should develop 

some sort of missile defense system. 
Opponents of the Strategic Defense Initiative (Star 

Wars) believe in the philosophy of mutually assured de- 
struction (MAD): The Russians won't launch a nuclear 
attack against us because we would still be able to coun- 
terattack with enough missiles and bombers to obliterate 

them. Under those circumstances, they ask, what's the 
point of Star Wars? 

But thanks to galloping technology, a growing number 
of other countries, such as Iran, India and Pakistan, will be 
able to develop long-range rockets in the next 20 years. 
Whether those missiles are tipped with nukes or with 
poison chemicals ("the poor man's bomb"), nightmare 
scenarios are not hard to envision, including a Third World 
despot attempting to blackmail a Western government by 

threatening to launch a few missiles at a city. 
The fallout from regional conflicts could have cata- 

strophic consequences on our health. Look at what Cher- 
nobyl did to European milk. Does anyone think that Iran 
or Iraq wouldn't have lobbed nuclear warheads against 
each other if they possessed them and the means to deliver 
them? Barriers against missiles would be good for us and 
other nations. 

There is also a flaw in the MAD theory—the assumption 
that the Soviet Union will always have a stable govern- 
ment. But would we want to be totally defenseless against 
incoming missiles if serious civil upheavals erupt in the 
Soviet Union? Russian history is pockmarked with politi- 
cal earthquakes. China's hasn't been so serene, either. 

Missile defense systems are not an option. They're an 
imperative. 
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SonyVideoWJkmann^eTVandVCI 
fotpeople with outside interests. 

Whoever said, "You can't take it 
with you" didn't have the Sony Video 
Walkman'" Personal TV/VCR 
in mind. 

It's the first compact portable TV 
and VCR that can actually be held 
in the palm of your hand. So if 
you're someone who's going places, 
it'll come in very handy 

If you're someone without a lot 
of time on your hands, theres a built- 
in 8mm VCR. With an easy-to-use 
timer. So you can record up to 4 
hours of your favorite TV programs. 

And watch them or your favorite 
movies in your own good time. 

All of which makes the Sony 
Video Walkman perfect for time- 
shiftmg. And place-shifting. 

Not only can you use the Video 
Walkman whenever or wherever 
you want, you can use it however 
you want. You can watch its 3" 
color LCD TV screen with unbe- 
lievable sharpness and color 
fidelity Or connect it to any other 
ordinary TV 

But you ain't seen nothin' yet. 

The Video Walkman weighs 
lightweight 2 V6 lbs., but it's not 
light on features. It has high-sr, 
picture search. A sleep timer tl 
turns it off one hour after you'w 
turned yourself off. A worldwicj 
multi-voltage AC adapter batte, 
charger. And a built-in TV tun*' 
with full VHF and UHF receptu 

Which brings us to another 
ture sure to get a great recepti] 
Our highly adaptable audiovisj 
input. You'll be sky-high on it 
because it lets you record anl 

C 1989 Sony Corporation of America Sony Video Walkman. Video 8 and The One and Only are trademarks of Sony. Simulated television picture. All titles used with | 



y back your Video 8' home 
vies. Or edit them, no matter 
at format you shot them on. 
fow if you think all this sounds 
■tty good wait until you hear 
Video Walkman. With its ex- 

)tional high-fidelity sound. 
Jesides getting a lot of enjoy- 

I it out of the Video Walkman, you'll 
a lot of enjoyment into it. For 
re are over 1300 movie titles now 
liable on 8mm. Like Crocodile 
idee II. The Accidental 
nst. Coming to America. The 

Dead Pool. And A Cry In The Dark. 
And if all that wasn't enough, the 

sky's the limit on the home instruc- 
tion, travel and video magazines 
available. They're part of the video 
publishing software on 8mm. 

So, if your interests take you out. 
Or in. Up. Or down. Check out the 
Sony Video Walkman Personal 
TV/VCR. 

It's the most incredible TV and 
VCR you'll find anywhere. 

THE ONE AND ONLY. 



As long as GE Capital has been 
in the business of financing other 
businesses, we've been in the idea 
business. Over the years,our 
capital ideas have helped many 
seagoing companies keep their 
heads above water. 

Equipment leasing, for example, 
is a capital idea that's right at 
home at sea: Containership 

operators keep their working 
capital high and dry by leasing 
ships by the dozen and containers 
by the thousand from GE Capital. 

Circle Line brought us aboard 
when they wanted to expand their 
business in New York harbor. 
Thanks to GE Capital, custom fi- 
nancing surfaced and World Yacht, 
New York s most elegant floating 

restaurants, became part of the 
Circle Line fleet. 

And an Ontario-based houseboat 
and yacht rental organization with 
a fleet of 130 boats on four con- 
tinents floated a line of credit from 
GE Capital to keep its inventory 
financing shipshape. 

Whether or not your company's 
business happens on the water, 

we'd like the chance to help im- 
prove your financial picture.Just 
call us at our toll-free number: 
1800243-2222. 

To keep things on course, we've 
got capital ideas by the boatload. 

Not Just Coital 
Capital Ideas. 

Capital Ideas 
are launched at 

GE Capita 



Commentary 
on Events at Home and Abroad 

By Caspar \\. Weinberger, Publisher 

HONG KONG 
No matter how often one visits Hong Kong, it is always 

one of the most fascinating, vital and continuously chang- 

ing cities in the world. The skyline and the architecture 
have perhaps the greatest variety of any large city. There 
are only two constant threads running through its story, 

growth and more growth. 
On a recent visit I set out to learn if the 1984 agreement, 

under which England will transfer full control of Hong 
Kong to the People's Republic of China in 1997, has made 
any difference in the extraordinarily magnetic attraction 
that Hong Kong exerts in bringing more and more capital 
and investment to this always surprising city-state. 

The answer seems to be clearly no. Many felt that the 

uncertainty as to what Hong Kong's 
new masters would do after 1997, 
along with what appears to be the 
virtual exhaustion of available 
building space, would slow new cap- 
ital that flows into Hong Kong down 
to a trickle. It was believed that the 
world's investors would wait to see what government 
policies would be adopted by the People's Republic. The 
key question would be whether profits could still be 
earned, used and exported, or whether doctrinaire social- 
ism would dry up the enormous resources created by the 

free market system. 
New buildings are rising daily, but the space problem 

seems to be solved by simply pulling down older buildings. 
Two extraordinary bank headquarters buildings were built 
in the last few years, but they are only the most prominent 
of what seems to be hundreds of new apartments, hotels 
and office buildings. A new Convention Center is rising on 
filled land, and there are innumerable new, glossy and 
attractive shopping centers with an apparently limitless 
number of stores and shops catering to a variety of tastes. 

No one can yet say what the answer to the crucial 
! question of the future of Hong Kong will be. Investors and 
businesses are still willing to risk billions of dollars on their 
belief that the future is secure. The investments they are 
now making cannot be recovered quickly, or even before 
1997; these are investments that depend upon the long-term 

REVISITED 
stability of government tax and other economic policies. 

In short, investors require, and most apparently believe 
they will have, a business climate under the People's 
Republic that will be much the same as now. That is 

essentially what the British Governor of Hong Kong, Sir 
David Wilson, a noted China scholar and veteran British 
foreign service official, believes. He told Christopher 
Forbes and me a few weeks ago that he thinks there will be 
no discernible policy changes after the changeover. 

This feeling is partly based on the belief that China will 
not want to kill a golden egg producer, especially in light of 
its own somewhat rapid moves toward freer market princi- 
ples. Many also feel that the People's Republic hopes to use 

Hong Kong as a laboratory to show 
Taiwan that Hong Kong will be al- 
lowed to follow policies quite differ- 
ent from Beijing's and that Taiwan, 
too, could do as it wished if it came 
back under the broad umbrella of a 

unified China. Finally, there is a 
growing belief that Hong Kong is simply too visibly suc- 
cessful for anyone to risk tampering with it in ways that 
could reflect adversely on the People's Republic. 

There are, of course, others who believe that these 

basically rosy predictions will not materialize. It is 
possible, in view of all the turmoil in China, some of 
which has been evident in Hong Kong with a drastic 

drop in the stock market, that the current student 
disturbances will strengthen the opponents of those who 
believe that China should continue to follow free market 
principles rather than the ruinous socialist economy that 
they conceded some years ago would not work. This 
pessimistic view is also expressed by those who remem- 
ber the madness of the Cultural Revolution. They say 
that, should that view again prevail in China, the logic 
that compels keeping Hong Kong as successful in the 
years to come as it is today could disappear. 

But for now there is a generally optimistic view about the 
future of Hong Kong. At least that is the verdict of the free 
market, not an inconsiderable voice, speaking every day as 
the investment rush to Hong Kong continues unabated. 
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Hertz *1 Club 
Membership Card 

Hertz 

STEPHEN LANDE 
• 1 CUrt MEMKASH1P NUMKR 

9876543 
CMWgS WgWTM. HVMStff 

6543 
FOK RESERV*nOKSWOHLOWIOE.C*l.tTOll.-mEI ' mi muii 

The fastest and easiest way ever to rent a car. There's no paperwork. 
No lines. Nothing to slow you down. 

Our Flight Monitors, 
available at most major 
airports, show departure 
and gate information so 

you can go right to 
your plane. 

Members don't have to repeat their 
personal information every time they 

rent a car. This makes your reservatior 
and rental faster and easier. 

Hertz 

This Hertz exclusive gives you clear printed directions 
to thousands of destinations in 100 cities worldwide. 

During peak periods at most major airports, 
Instant Return can giveyouyour bill and 
receipt before you even leave the car. 

We're upgrading and expanding our fleet 
Courtesy Buses for even better service. 

Hertz 
Express Rental 

# I Club members go directly to this 
special facility where they simply show 

license and credit card, sign and go. 

So you can conduct business on the road\ 
Includes a fax machine, a Federal Expre\ 

drop box and touchscreen gift buying. 

Only Hertz can unite the user-friendl; 
with the just plain friendly.     | 

Although Hertz is constantly 
changing through innovation, 
part of our company will always 
stay the same: the friendly, efficient 
servic 

AlLT all, our high-tech services 
just woulai't be the same without 
« REG U S PAT OFr EM INC 1989 

the human touch of our employees 
You see, we know there's 

something more important to you 
than all the electronics, computer ch 
and technological advancements 
put together. 

A simple smile. 

Herb 
1 fertz features the exciting Ford Thundi. 



What's Ahead for Business 

Smoke and mirrors? 
You ain't seen 

nothing yet 

Will G-R-H 
constraints 

prove too tough 
and so be amended? 

Who will be 
first to crack 
on new taxes? 

Edited by Howard Banks 

ADVANCED BUDGET FUDGING 
THERE'S A WORD IN WEBSTER'S THAT NICELY DESCRIBES the fiscal 1990 
budget compromise recently reached in a love-in between Congress 
and the Bush White House. The word is farrago—"a presentation (as of 
mingled fact and fancy) designed to deceive." The perpetrators in 
Washington feel entitled to applause because the deal was struck more 
or less on time and with bipartisan support. But look at the numbers. 

By leaving off-budget the savings and loan bailout ($10 billion maybe 
in fiscal 1990), the White House forecast a deficit of $99.7 billion—just 
inside the Gramm-Rudman-Hollings $100 billion target. The Congres- 
sional Budget Office reckoned the deficit at $109 billion and most 
outside guessers put it nearer $140 billion. 

The budget fudgers have, however, had an unexpected piece of luck. 
Individuals' tax payments in April were way up (maybe the result of 
underwithholding) and defense outlays are lower than expected. Pros- 
pects for the 1990 fiscal year deficit may, thereby, look less bad when 
the numbers are reviewed in August. 

FISCAL 1991 WILL BE A DIFFERENT STORY. Then, the G-R-H target of $64 
billion will be much tougher to fudge. There is a feeling around 
Washington that G-R-H'S bite next year will be too severe for the love- 
in between Congress and the White House to survive. 

Few will say it out loud, but Rudolph Penner, formerly head economist 
at the CBO and now with the Urban Institute, fully expects that the 
1991 fiscal year target will have to be amended. 

Yes, the G-R-H targets have helped bring the budget deficit down in 
relation to GNP. But, absent Congress' taking the political heat for an 
actual amendment, some new cheating must be expected. 

They've had practice. In fiscal 1987 a military pay increase was shoved 
back one day into the next fiscal year. In fiscal 1988 the stock market 
crash led to massive accounting finagling. Fiscal 1989 inspired serious 
underfunding of items like the drug bill. Moreover, says Penner, some 
of the cuts that actually were made have been costly, including 
stretching out the timetables for defense orders. 

NEGOTIATIONS ON THE FISCAL 1991 BUDGET between Congress and the 
White House, likely to begin in the early fall, will take place behind 
closed doors. 

What might be horse-traded? A capital gains tax cut could lead to calls 
for 33% income tax rates (up from 28%) on higher adjusted gross 
incomes (on those over $149,000 this would be worth $ 10 billion a year 
to the Treasury by fiscal 1992). Cuts in defense spending could provoke 
calls to reform now-taboo entitlement payments, like Social Security. 

A lot depends on the state of the economy. If the Federal Reserve 
pushes the U.S. into a recession, all bets are off. And if the Fed cuts 
interest rates significantly, to curb a rising dollar, and the economy 
booms? There might then be sufficient tax revenue for the pols to 
avoid doing much of anything. Again. 
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The Forbes Index 
r~ 

Forbes Index 

200 

190 m 
12-monch closeup 

180 

170 

190- 

185- 

Current 
Previous 
Percent change 

• 199.3 
tl99.9 

-0.3 
  

175- 

170- 

"preliminary    frcvised 

I    I    I    I    I    I    I    I    I    I    I    I    I 
A   M J     |    A    S   O  N    D  J      FMA 

Spring slump. After declining 0.4% in March, the Forbes 
Index went down another 0.3% in April, according to a 
preliminary reading. A sharp jump in retail gasoline costs 
helped push up the Consumer Price Index 0.7% in April, 
the sharpest rise in seven months. This increase, coupled 
with a similar gain in the wholesale index, nevertheless 
failed to boost prices of traditional inflation hedges like 

precious metals. 
New housing starts totaled 131,100 in April, 12.6% 

above the revised March total. In the first four months o: 
1989, new housing starts were 3.8% lower than the com 
parable 1988 figure and 14.8% below the level for th« 
same period two years ago. New unemployment claim: 
fell 7%, to 300,300 in April. 

The Forbes Index Components 
ilu Forbes index is a measure of u 5 economic activity 
compctted of eight equally weighted elements Total in 
JiiMri.il production, new claims Em unemployment com- 
pensation, the HIM oi services relative to all consumer 
price*, the level ol new orders to: durable good 
pared with manuractuters inventories, total retail s.ilcs 
new bousing starts   personal income, total consumer 
installment credit 

To measure these eight elements, FOKHIS monitors tea 
series of U.S government data I he last 14 months data 
tor each series .ire presented at right 
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i >UR CLIENT LIST INCLUDES 
50% OF THE FORTUNE 500. 

THE BOTTOM LINE IS YOUR 
FINANCIAL PEACE OF MIND. 

When the leaders of America's most important companies seek expertise 
i insurance and financial services, they turn to the company that can help them 

most. The Travelers. 
We tailor our broad range of products and sendees to fit the specific needs 

our diverse clients. 
This flexibility is backed by the power of our $50 + billion in assets and 125 

' irs of experience. As a result, our clients are better equipped to meet the growing 
I nands of the business world. With confidence and financial peace of mind. 

The Travelers Companies, Hartford, Connecticut 06183 

Thelraveler^f 
You're better off under the Umbrella; 61989 The Travelers Corporation 



"My job is to 
capture the power 

of light." 

"Boeing is making important progress 
in key areas of light technology: opti- 
cal sensors, components that receive 
and transmit data at ultra high speed, 
and wavelength division multiplexing. 

"One immediate goal is highly reliable 
fly-by-light control sensors for the 
LHX, the Army's new attack helicopter. 

"Photonics, or light technology, offers 

many advantages over elect: 
this kind of application. For [ 
higher band width, immunj 
lightning and to electro-m;| 
interference. 

'We already realize photonij 
help us design more reliah 
responsive airplanes. 

'It also may lead to compute 



- *0 times faster and more power- 
l! in today's best. And there's even 

1 )ssibiliry that photonics could 
I >ve everyday products such as 
r >ion sets, telephones and other 
x onics-based appliances." 

-Glen E.Miller 
Senior Principal Engineer 
Boeing High Technology 
Center 

At Boeing we're sharing knowledge 
and integrating technology- to create 
high-quality products and sendees. 
In electronics, computer services, 
aviation and aerospace. 



Forbes 

Marc Rich is a fugitive from U.S. justice. So why then is the U.S. 
government helping his company sell wheat to the Soviets? 

Letters 
from home 

Gam ma-Liaison 

By Jack Willoughby 

Pfc RESIDENT GEORGE BUSH is no 
™ fan of export subsidies, but last 
month he approved generous sub- 

sidies for a $260 million grain sale to 
the Soviet Union. The deal for 1.5 
million metric tons was a present to 
U.S. farmers and a boost to Mikhail 
Gorbachev's perestroika: After all, 
Muscovites can't eat press releases. 

Little did the President know that a 
major beneficiary would be Marc 
Rich, perhaps America's most wanted 
white-collar fugitive. A slimy charac- 
ter, Rich stands accused in a 65-count 
criminal indictment that alleges he 
dodged U.S. taxes on big international 
oil sales. He is also accused of the 
treacherous act of dealing with the 
Iranians while they were holding 
American hostages. For information 
leading to Rich's arrest, the Internal 
Revenue Service is offering a reward 
of anywhere from $400,000 to 
$500,000. 

Rich hasn't exactly suffered since 
he renounced his American citizen- 
ship and moved to Zug, Switzerland 
in 1983 (FORBES, Dec 29, 1986). Rich— 
now a Spanish citizen—skipped with 
his parti t-r Pincus Green shortly be- 
fore they were indicted on criminal 
tax evasion and fraud. 

Rich jets between his palatial home 
in Switzerland and his multimillion- 
dollar estate on Spain's Costa del Sol. 
FORBES estimates the net worth of 

Rich and Green at $1.5 billion. 
In part, Rich's fortune has been 

built on the largesse of Uncle Sam. 
Since Rich fled the States, his Richco 
Grain operation has taken in more 
than $65 million in subsidies from 
Washington in grain deals. And with 
the latest Soviet grain subsidy pro- 
gram now up and running, Rich is 
likely to get even richer. 

In the first sale under the Bush ini- 
tiative, Richco last month got a subsi- 
dy of about $250,000 on the $5.2 mil- 
lion sale of 30,000 metric tons of 
wheat. That deal was part of the first 
batch—some 300,000 tons—of subsi- 
dized wheat scheduled to go to the 
Soviets this year. Richco is expected 
to get even more subsidies on the 1.2 
million tons of subsidized wheat re- 
maining to be sold to the Soviet 
Union in 1989. 

How does Rich pull it off? His com- 
pany, Richco, is part of the exclusive 
club of grain dealers, about 40 in all, 
approved to participate in the U.S. 
Export Enhancement Program. This 
program was originally designed to 
help American exporters compete in 
the international market against 
heavily subsidized European grain 
companies. 

To join, a dealer must convince the 
U.S. Agriculture Department that it 
has the experience, the financial re- 
sources and the legal address needed 
to deal with the government. Richco, 
a company based in Zug, qualified 

Commodities magnate Marc Rich 
Grain subsidies for a fugitive? 
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because it has a U.S. office in Stam- 
ford, Conn. 

Here we have a European entity get- 
ting a subsidy designed to help Ameri- 
can companies compete with the Eu- 
ropeans. It boggles the mind. 

The reason Richco can even think 
of dealing with the U.S. government 
is that Marc Rich made a tax settle- 
ment five years ago. The settlement 
satisfied the Internal Revenue Ser- 
vice's civil charges against Rich's 
companies; criminal tax charges 
against him personally remain unre- 
solved. In the 1984 agreement, two 
Rich entities—Clarendon and Marc 
Rich & Co. A.G.—paid $150 million 
to the government, plus $21 million 
in contempt fines. Forty million dol- 
lars in tax deductions also had to be 
given up. As part of the settlement, 
U.S. attorneys granted a waiver that 
allows these firms and other Rich 
companies to deal with the U.S. gov- 
ernment as long as they are not seen 
to be "alter egos" of Rich. 

What's an alter ego? That is open to 
interpretation. So far, however, the 
government hasn't concluded that the 
"alter ego" clause applies to Richco, 
even though the company appears to 
be controlled by Rich and has the 
same Connecticut address and phone 
number as Clarendon. Rich's asso- 
ciates point out that Richco was not 
one of the companies involved in the 
1984 settlement and say the company 
was not charged with any malfea- 
sance. They say they do not know 
whether Marc Rich owns Richco 
Grain—an unconvincing response. 

At least one congressman is upset. 
Representative Dan Glickman 
(D-Kans.) says he wants to lift the 
corporate veil separating Marc Rich 
from Richco. As chairman of the 
House Subcommittee on Wheat, Soy- 
beans & Feed Grain, Glickman has 
oversight of these government subsi- 
dy programs. In a hearing last month, 
four days before Bush announced the 
special Soviet grain deal, Glickman 
asked Richard Crowder, an undersec- 
retary of agriculture for international 
affairs and commodity programs, how 
in the world the U.S. could ever justi- 
fy paying such fat subsidies to a com- 
pany owned by a fugitive. 

Crowder lamely answered that he 
didn't even know of Marc Rich or 
Richco. Glickman has asked Crowder 
for a full report on Richco. It should 
be completed in a few weeks. 

Meanwhile, Rich must be chor- 
tling. Subsidies from U.S. taxpayers 
are helping replenish his coffers, 
slightly depleted by that $150 million 
:ax settlement. Who says crime 
loesn't pay? ■ 

The art of the steal? 

Richco's latest deal with the So- 
viets works much like its pre- 

vious deals: Export Khleb, the So- 
viet grain agency, sends telexes to 
its suppliers, citing specifica- 
tions—say, hard red winter wheat 
to be delivered between May 15 
and May 20 at the Soviet port of 
Riga. Next Richco and the Soviets 
strike a conditional deal at a price 
approximating world market lev- 
els. Richco names the subsidy it 
thinks it needs to make the deal 
profitable and whisks the condi- 
tional deal off to the foreign agri- 
cultural service office of the U.S. 
Department of Agriculture in 
Washington, usually by 3 p.m. the 
day the deal is struck. 

Within 24 hours the foreign ser- 

vice department decides whether 
the world market price cited in the 
contract is too low or the subsidy 
too fat. Donald Street, chief negoti- 
ator for barter and direct sales for 
the service, says his agency makes 
allowances for variables such as 
transportation costs and profit. 
Street refused to detail specifics on 
the department's calculations. 

For Richco and others, the subsi- 
dies can sometimes run as high as 
20% of the total value of the con- 
tract. Once the deal is confirmed, 
the grain is normally loaded at an 
American port and shipped to the 
Soviet Union. Only when the deal- 
er produces a bill of lading and in- 
spection papers will the govern- 
ment hand over the subsidy.—J.W. 

What did raider Irwin Jacobs see in Avon? 
A smart piece of international arbitrage 

How d'ya say 
'liquidator" 
in Japanese? 

By Stuart Flack 

WHILE AVON PRODUCTS was 
fending off unwanted take- 
over bids from Amway Corp., 

Irwin Jacobs was off in the wilds of 
Minnesota fishing. And counting his 
huge paper profits. Jacobs was in part- 
nership with Amway, holding a big 
block of Avon stock. 

Earlier this year Jacobs became a 
pioneer in a new game—Tokyo-New 
York arbitrage—when he raided Shak- 
lee Corp., a smaller San Francisco- 
based door-to-door sales outfit. With 
Avon, it looks like Jacobs is again 
relying on transpacific arbitrage. 

Here was how it worked with Shak- 
lee, a $628 million (sales) company. 
Shaklee owned 78% of its Japanese 
subsidiary, with the remaining 22% 

trading on Tokyo's over-the-counter 
market. Based on the 22% stake, 
Shaklee Japan was worth $448 mil- 
lion. That meant Shaklee's 78% stake 
was worth $350 million. Yet before 
Jacobs showed up, Shaklee's entire 
parent company, traded on the New 
York Stock Exchange, had a market 
capitalization of only $330 million. 
How could Jacobs resist? 

Shaklee quickly caught on to the 
game. To dissuade Jacobs, Shaklee 
management sold its stake in the Jap- 
anese subsidiary to Yamanouchi, the 
Japanese pharmaceutical outfit, for 
$350 million and paid the proceeds to 
shareholders as a cash dividend. But 
Jacobs kept pushing, and Yamanouchi 
bought the rest of Shaklee for a fur- 
ther $395 million. All told, Shaklee's 
stock had about doubled, and Jacobs 
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Corporate raider fm in Jacobs 
"Do I have something I should worry about?' 

You rotter, you 

Avon Products turned nasty 
when it learned that Irwin Ja- 

cobs and Amway Corp. wanted to 
take it over. It accused them of 
stock parking, insider trading and 
violations of the Hart Scott Rodi- 
no Antitrust Improvements Act. 
Of these, the Hart Scott Rodino 
allegations probably have the 
most punch. 

The Avon affair is unusual in 
that Jacobs and Amway accumu- 
lated 5.5 million Avon shares, or 
10% of the company, through a 
partnership before Amway 
mounted a takeover bid indepen- 
dently, leaving Jacobs standing 
on the sidelines. 

Paying an average purchase 
price of $27 a share, the Amway- 
Jacobs partnership bought about 
$150 million worth of Avon 
stock. But under Hart Scott, po- 
tential acquirers are barred from 
buying more than $15 million of 
a target's stock before filing for 
antitrust clearance from the Fed- 
eral Trade Commission and the 
Justice Department. 

The exception: when the 
would-be acquirer is a newly 
formed partnership with no other 
businesses and no single share- 
holder owning more than 49% of 
the partnership. In that light, the 

Amway-Jacobs partnership looks 
like a clever way to get around 
the law. 

But the 49% rule could be trou- 
ble for Jacobs. Why so? Amway 
owns 45% of the investment 
partnership, Jacobs owns 45%, 
and Jacobs Management, a preex- 
isting company consisting of Ja- 
cobs and a group of his regular 
investors, owns the remaining 
10%. Avon contends that this ar- 
rangement gives Jacobs a cumula- 
tive 55% stake, and therefore the 
partnership should have been 
forced by the Hart Scott Rodino 
Act to pause in its purchases of 
Avon stock when it reached the 
$15 million threshold, about 1% 
of Avon's stock. 

Avon, which is still pressing its 
claims despite the withdrawal of 
Amway's offer, will more than 
likely try to prove the additional 
and more serious claim that the 
Amway-Jacobs partnership was 
established solely to sidestep the 
$15 million rule. If the Federal 
Trade Commission or the Justice 
Department finds that Amway 
and Jacobs willfully violated the 
antitrust rules, they could have 
to pay substantial fines and per- 
haps cough up most of the hold- 
ings at cost.—S.F. 

pocketed some $45 million. 
Avon could be Shaklee deja vu but 

on a bigger scale; its revenues are 
nearly five times Shaklee's. FORBES 
heard that Mary Kay Cosmetics, the 
Dallas-based door-to-door cosmetics 
company, has accumulated as much 
as 4.9% of Avon stock and retained 
First Boston for any future moves on 
Avon. If Mary Kay makes a hostile bid 
for Avon, don't be surprised if Japa- 
nese cosmetics behemoths Shiseido 
or Kao leap out of the bushes. They 
could buy Avon's Japanese subsidiary 
or even the whole company. As 
shown by Yamanouchi's purchase of 
Shaklee, the Japanese prefer to come 
into a takeover battle as white 
knights. 

Avon's investment banker is Mor- 
gan Stanley, the same firm that ar- 
ranged   Yamanouchi's   takeover   of 
Shaklee in April. 

What is Avon's minimum breakup 
value? To find out, we took the value 
of Avon's Japanese subsidiary and 
added to it a value for the remainder 
of Avon, based on a price-to-earnings 
multiple slightly lower than that for 
the cosmetics industry as a whole. 
That gave us a price of $1.65 billion, 
or about $30 a share, for the whole 
company. Compare that with a stock 
price of $21.25 when Jacobs came on 
the scene with his partner, Amway 
Corp., in late March (see box). Witb 
Avon recently trading in the mid-30s,: 

Jacobs, who controls 5.5 million- 
shares, has a handsome paper profit. 
"I have zero anxiety," he says. "I1 

bought my stock at $27 a share. You'j 
tell me, do I have something I shoulci 
worry about?" 

Our estimated price is, admittedly; 
conservative. A Japanese bidder—i 
comfortable paying 20-plus timepj 
earnings—could boost the stock price 
into the 40s. Besides Mary Kay, whis 
pers on Wall Street had it that Ronalc 
Perelman, the corporate raider wh< 
now heads Revlon, might mount 
takeover effort for Avon. So the bid 
ding could mount. 

Tokyo-New York arbitrage is clear 
ly a profitable game, but it has it 
limits. Only a handful of U.S. compa 
nies have floated stock in Japan. Th 
most likely target is takeover perenni 
al Honeywell, whose Japanese subsic 
lary accounts for about 20% of it 
current New York Stock Exchang 
market cap. Corning Glass Works an 
Hughes Aircraft subsidiaries both i: 
sued stock in Japan, but these unii 
represent only a small fraction of th 
parents' market capitalizations. 

You've got to hand it to Irwin J; 
cobs. He sure can spot those rare o] 
portunities for a quick buck. ■ 
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Paul Douglas had been making progress 
in a turnaround at Pittston Co., but a 
tangle with a "new breed" unionist may 
severely alter his timetable. 

Miscalculated 
risk? 

By Richard P ha Ion 

T|HEY ARE CLASSIC antagonists, 
these two. Paul W. Douglas, 62, 

chairman of the Pittston Co., is 
Princeton. Remote and methodical, 
son of the famed liberal Democratic 
senator from Illinois, he has spent al- 
most all his adult life in the upper 
reaches of the corporate world. Rich- 
ard L. Trumka, 39, president of the 
United Mine Workers of 
America, is Perm State and 
Villanova Law. Ambitious 
and aggressive, a son and 
grandson of miners, his 
own early years at the mine 
face were a springboard to 
the upper reaches of labor. 

A collision between 
these two has resulted in a 
strike that has kept most of 
Pittston's soft coal mines in 
Appalachia shut down for 
almost two months. And 
Douglas' hopes for a solid 
turnaround at Pittston this 
year have already been 
shattered. 

Two years ago no one 
was looking to mass picket- 
ing and mass arrests in the 
patches of southwestern 
Virginia, when Pittston re- 
signed from the Bitumi- 
nous Coal Operators' Asso- 
ciation to bargain with the 
United Mine Workers on 
its own. But that's what 
happened. Here's why: 

In resigning from the 
mine owners group, Doug- 
las made the nonconfronta- 
tional point that Pittston's 
revenue mix made for a sit- 
uation that was  different 

from that of other coal mining compa- 
nies. He had a point: Pittston is heavy 
on export metallurgical coal that 
competes with low-cost product from 
countries like Australia (in contrast 
with steam coal sold domestically 
mainly to utilities under the price 
protection of long-term contracts). 

It all seemed a piece with the plod- 
ding, no-quick-fix strategy Douglas 
adopted when he left the presidency 

Pittston Co. Chairman Paul W. Douglas 
Pushing to get back, the management of the mines 

of Freeport-McMoRan to take on Pitt- 
ston five years ago. The company was 
a top-heavy jumble of soft coal, air 
freight and armored car security ser- 
vices. Through four deficit or bare 
break-even years, Douglas made deep 
cuts in manpower and heavy invest- 
ments in productivity—more than 
$140 million alone in the deep mines 
that accounted for about a fifth of the 
$1.6 billion Pittston grossed last year. 

By the first quarter of this year, it 
looked as though Douglas had finally 
made the turn. Thanks in part to brisk 
demand and better prices on the met- 
allurgical coal Pittston sells mainly to 
Japanese steel producers, Douglas' 
margins took a sharp turn for the bet- 
ter. The stock market responded by 
pushing Pittston from around 14 to 20 
in what seemed to be the conviction 
of institutional analysts that Douglas 
was about to wring big productivity 
gains from Rich Trumka's UMWA. 

Then, after months of intermittent 
bargaining, came the strike. 

As Douglas told FORBES the other 
day, his aim in the labor negotiations 
was "to get back the management of 
the mines." Thus his focus on work 
rules, such as the right to insist on 
Sunday work and other scheduling 
that meshes better with continuous 
mining and the pressure of export 

deadlines. Douglas also put 
on the table what he calls a 
"modern" medical plan— 
i.e., one that would have 
doubled deductibles and for 
the first time required the 
miners to agree to an 80-20 
co-insurance. 

To Douglas, his requests 
sounded reasonable, but to 
many of the miners they 
were fighting words. Using 
sophisticated methods of 
media manipulation, the 
union fought back hard. 
Massed picket lines provid- 
ed photo opportunities of 
miners in camouflage fa- 
tigues in confrontation 
with state troopers. There 
were courthouse sit-ins by 
schoolchildren and road 
blockades by wives and 
mothers—the very meat on 
which TV thrives. 

As part of the campaign, 
based largely on civil rights 
tactics of the Sixties, the 
miners journeyed to New 
York. There they passed 
around to Douglas' Green- 
wich Village neighbors leaf- 
lets describing this son of a 
famed liberal as getting rich 
"by promoting poverty in 
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Pittston miners fighting back 
Using Sixties civil rights tactics. 

Appalachia." Union troops also trav- 
eled to Greenwich, Conn, last month, 
picketing outside Pittston's corporate 
headquarters while union lawyers at 
the annual shareholders meeting in- 
side put the finishing arguments on a 
well-staged proxy fight. 

Douglas prevailed, but not without 
heavy defection by institutional in- 
vestors who voted in support of union 
resolutions for secret balloting by di- 
rectors and against a company provi- 
sion for an antitakeover poison pill. 

Through the smokescreen of union 
propaganda, federal mediators are try- 
ing to define the issues, while negotia- 
tors friendly to management are try- 
ing to get Douglas to be less confron- 
tational on work-rule changes. 

Why was the union so intransigent 
in the face of the realities of foreign 
competition? Job security is one of the 
main issues, but medical benefits are 
of more than symbolic importance. 
Union leader Trumka is something of 
a zealot—for understandable reasons: 
His father suffers from the dreaded 
black lung disease. Trumka has politi- 
cal reasons for his militancy, too. He 
handily won two terms as UMWA pres- 
ident partly because of a tough stand 
on medical coverage. 

Trumka's ambitions are heavily in- 
volved. The union head was badly 
blindsided last year when a bid to 
merge the UMWA with the Oil, Chem- 
ical & Atomic Workers International 
Union fell apart at the last minute. 
The marriage would have opened the 
way for the UMWA to join the AFL-CIO, 
providing Trumka as a "new breed" 
unionist with a much larger venue. 

So Trumka needs a win. So does 
Douglas. And the strike goes on. ■ 

How a pair of Sunbelt professionals cope 
with the cost of living in Washington, D.C 

How one family 
handles its 

finances 

By Joe Queenan 

IF THERE WERE a Heisman Trophy 
for long-term investing, Jim 
Wright would win it hands 

down. Like a lot of people in the 
Sunbelt, Jim saw things start to sour 
a few years back, and knew it would 
be tough to keep pace with inflation. 
To keep the Wright clan afloat, Jim 
reckoned he'd need a diversified 
portfolio of investments: real estate, 
gas and oil wells, nursing home 
chains. And wife Betty would have 
to go back to work. 

Today Jim has a good job in Wash- 
ington and Betty has a part-time job 
working several hours a year in Fort 
Worth, Tex. Needless to say, having 
to maintain two residences has been 
a bit of a squeeze on the Wrights, 
what with Jim's salary being raised 
from only $82,100 to $115,000. The 
solution? Live like squatters. 

"There are plenty of empty con- 
dos in the Fort Worth area that you 
can often rent dirt-cheap or even 
free," says Jim. "We saved $53,488 
living in a local developer's condo 
during one stretch; I think he was 
afraid that if the unit was empty it 
might get burglarized or the pipes 
might burst." 

Ever the cost-cutters, the Wrights 
are not the types to be found revving 
up Porsches or Maseratis. Instead, 
Betty tools around in a beat-up old 
Cadillac Seville that she borrowed 
from   her   employer.   Jim   himself 

could qualify for any number of fre- 
quent-flier discounts, but instead he 
uses the local grapevine to pin down 
the cheapest airfares going. 

"Ask around in your neighbor- 
hood and see if there's someone who 
has   a   twin-engine   jet   he's   not 
using," says Jim. "Often, you can! 
arrange some sort of barter: Lendmel 
your jet for flights to work, and the j 
next  time  you're  in  Washington, 
maybe I can return the favor." 

Though he generally plays it close | 
to the vest, Jim isn't afraid to take a 
flier every so often. Last May Jaffe 
Energy sold a 4% interest in a Texas 
oil and gas well to Mallightco, a 
company half-owned by Wright. The] 
price?  $9,120 plus expenses.  The J 
very same day, Union Rheinischej 
Petroleum paid Mallightco $350,000] 
for that interest in the operation. 
One month later Mallightco boughtj 
back Wright's stock for $350,000.! 
What's the lesson to be learned?! 
Anytime you can earn $340,000 or 
an eight-hour investment, grab it.j 
Don't get greedy and hold out io\\ 
$350,000. 

Does Jim have any particularly in-J 
cisive piece of advice to offer the j 
average investor? 

"When you've got money probf 
lems, never hesitate to talk thei 
over  with   friends,"   says   Wright; 
"You'd be amazed at how supportive 
your friends can be in a time of need 
Especially if they're in the saving; j 
and loan business." ■ 
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Hordes of companies are moving to cash ^VfowSLt^ovid^b^rkT^8 

in on the nation s drug, alcohol and men- pome-wide average charge per pa- 
j    y 1 , j  j ST-,7 T        .     /        7 7.7 tient per day is about $399, about $50 

tal health problems.  The best looks like to $90 a day iess than most of 
Community Psychiatric Centers. 

"We don't 
advertise11 

By Ellen Paris 

F| OR MORE THAN two decades 
James Conte has watched his 

now booming industry turn 
from carefully kept secret to medical 
mainstream and finally to a frantic 
refuge for too many fast-buck artists 
and undercapitalized operators. 

Conte's company is the oldest and 
one of the largest publicly held play- 
ers in one of the country's hottest 
growth industries: treatment for men- 
tal health problems and drug and alco- 
hol abuse. Booming? The number of 
hospitals providing in-patient mental 
health care has jumped to at least 
2,559 today, from 1,756 five years 
ago. In 1981 6.4 million Ameri- 
cans were treated by mental 
health professionals. By 1986, the 
latest year for which figures are 
available, that number jumped to 
nearly 8 million. 

Jim Conte's company, Commu- 
nity Psychiatric Centers, based in 
Laguna Hills, Calif., 65 miles 
south of Los Angeles, owns 49 
psychiatric hospitals. They are sit- 
uated in 18 states, Puerto Rico and 
the U.K. Community is also the 
nation's second-largest operator of 
kidney dialysis centers, with 85. 

Last fiscal year ending Nov. 30 
Community earned $70 million 
on revenues of $355 million, up 
from $295 million in 1987. 

Competitors include Macon, 
Ga.-based Charter Medical; Hos- 
pital Corp. of America, in Nash- 
ville, Tenn.; and Irvine, Calif.- 
based Comprehensive Care. 
There are also many local clinics 
and minor medical groups trying 
to cash in as well. 

Warns Conte: "We will eventu- 
ally see a shakeout of the weaker- 

capitalized companies. So many of 
them don't understand cost controls. 
A lot are building in places that don't 
make any sense." 

Those that make sense—Conte's, 
for example—are on call 24 hours a 
day for patient evaluations in local 
emergency rooms. In addition to 
Community's main psychiatric pro- 
grams, the company offers 21-day al- 
cohol and drug programs. 

Clearly the demand is there. Conte, 
a former hospital administrator, and 
Robert Green, Community's chair- 
man, founded the company in 1965, 
went public in 1969 and have posted 
average 20%-a-year earnings growth 

Andre* KIK]IK'\ 

Community Psychiatric (.enters Janus Come 
"We can reduce our costs even more." 

its 
competitors'. Says Conte: "We have 
margins where we can reduce our 
costs even more if we want to." 

Which means Community is in 
good shape to cope with another fast- 
growing trend in medical care: insur- 
ers seeking to reduce psychiatric and 
other payouts through case manage- 
ment and cost containment. 

Community markets its services 
through educational programs in local 
communities, providing counselors 
free to school districts, for example. 
And it approaches adults through edu- 
cational seminars. "We don't adver- 
tise," says Conte, proudly. Communi- 
ty recently sent Dr. Joseph Pursch, 
who treated former first lady Betty 
Ford, to Austin for two days, where he 
met with psychiatric professionals 
and held several public seminars on 
substance abuse. 

This kind of marketing saves Com- 
munity from the expense of advertis- 
ing, which runs up costs for many 
competitors. Fifteen years ago 80% to 
90% of Community's business came 
from referrals from doctors. Today 
60% to 70% of Community's busi- 
ness comes from these marketing 
programs. 

Also, Community is in very sound- 
financial shape. It has $50 million in 

cash. Long-term debt—$35 mil- 
lion—represents only 8% of capi-j 
tal, remarkable since it has dou- 
bled its bed count in the last threel 
years to 4,500, and owns all itsl 
own   real   estate.   By   contrast,! 
Comprehensive Care ($211 mil- 
lion,   1988 revenues), has long-l 
term debt of $79 million, or 48%| 
of capital. 

Community's already fat mar-| 
gins should get a boost from the 
company's recent decision tc 
spin off to shareholders its lower] 
margin kidney dialysis operaj 
tions and its tiny home healtf 
care services division. 

Sadly, there's another reason tcl 
be bullish on Conte's operation! 
The nation's drug and alcohol 
abuse shows no sign of abating. 

And since there's nothing Wal| 
Street likes better than an appar 
ent sure thing, Community'! 
NYSE-traded stock has gone skyl 
high. Recently $30 a share, if 
commands a price/earnings rati I 
of over 17, a 40% premium to thl 
market. Ten years ago a shar| 
fetched just $1.50. ■ 
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Clearly, we're the one with the most. 
More and more people are enjoying home entertain- 

ment products. And more and more people are turning to 
Hitachi for them. 

This is clearly demonstrated by our VM-S7200A S-VHS 
video camera. Its unique MOS image sensor provides 400 
lines of resolution. There's multiple shutter speeds. A built-in 
character generator. Plus, you can edit and mix like a pro. 

Our CT5582K 55" high-performance projection 
television boasts 500 lines of resolution for a beautiful 
picture, too. It features an intelligent remote control. S-VHS 
input jack. Built-in surround sound. And on-screen picture/ 
sound control. 

When it comes to home electronics, Hitachi is clearly 
the one with the most 

:r Hitachi Sate* Corp. of America 401 West Artes 
Hitachi (HSCj Canada, Inc. 

CA 90220 Phone: |213| 537-8383 
I 5N 2L8 Phone (416) 821-4545 
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Some banks 
look at these and 

just see boats. 

m 

We see things a little differently. When we looked at our portfolio 

of boat loans, we spotted an opportunity that many others missed. 

We saw a way to package these loans into a high-grade security, 

opening up a new market for issuers and investors alike. 

Even more important, Chemical helped unlock the same 

potential for corporate clients. During the past year, our affiliate, 

Chemical Securities, Inc., helped package and sell securities backed 

by Chrysler Financial Corporation's boat loans, Banc One Ohio 

Corporations auto loans, and Fleetwood Credit Corp.'s recreational 

vehicle retail contracts. 

As a result, in 1988 Chemical Banking Corporation was number 

one among all banking organizations in asset-backed securities. And 

the Chrysler transaction made Chemical Securities, Inc. the first 

bank-affiliated underwriter to lead-manage a public issue for a 

corporate client. 

You may not have boat loans on your balance sheet. But other 

value may be hidden there. To help you discover it, you need specialists 

like those at Chemical—advisors with a different perspective. 
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The once-fearedWilliam Morris Agency, with Fanny Brice, Marilyn 
Monroe and Elvis Presley among its finds, is the oldest name in the 
talent business. But in Hollywood old doesn V mean a thing. 

Living off the past 

By Lisa Gubernick 

Hollywood joke.   How  do  you 
commit the perfect murder? Kill 
your wife and go to work for the 

Morris Agency. They'll never find you. 
High on a lectern in a reception area 

in the Morris office in New York is 
the Gold Book, a thick, leather- 
bound, gilt-edged volume filled with 
the signatures of visiting luminaries. 
The early autographs include virtual- 
ly all of Hollywood's greats and near- 
greats:   Fanny Brice  is  there,  along 

with Al Jolson; a few pages later are 
Jimmy Durante and Sophia Loren. 

Out in California, the first thing the 
talent agency's chief executive, Nor- 
man Brokaw, points out when a visi- 
tor enters his Beverly Hills office is a 
yellowing photograph, circa 1943. He 
is surrounded by a clutch of William 
Morris clients: Red Skelton, Frank 
Sinatra, Harpo Marx, George Burns. 

Norman Brokaw, like most of the 
men who have run the William Mor- 
ris office during the last two decades, 
smugly shrouds himself in the glori- 

ous past, somehow seemingly con- 
vinced that the past is still the pres- 
ent. It is not. 

In the last dozen-odd years the Wil- 
liam Morris Agency has lost over a 
score of its most successful agents. 
Two died of cancer; a half-dozen or so 
were wooed away by the studios or 
competing agencies; still more set out 
on their own. With those men and 
women went some of the best-known 
and best-paid names in Hollywood: 
Barbra Streisand, John Avildsen, Gol- 
die Hawn, Chevy Chase, Mel Gibson, 

//><' Munis direi tors (Chief Exet. utwe Norman Brokaw second from left) celebrate the agency's 90th birthday 
"No one there thinks you know anything unless you've been around 30 years." 
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Michelle Pfeiffer, Brian De 
Palma. 

When it comes to repre- 
senting top movie talent, 
Morris has lost its preemi- 
nence to two relative up- 
starts, Creative Artists 
Agency, Michael Ovitz' 
rising star, the agency by 
which all others are now 
measured; and Interna- 
tional Creative Manage- 
ment, powered by 42-year- 
old Jeffrey Berg. Both agen- 
cies are heavily staffed by 
ex-Morris people. 

The story of William 
Morris not only shows 
how Hollywood has 
changed in tbe last two de- 
cades, it is a cautionary 
tale for the powerful exec- 
utives of dominant compa- 
nies in any industry. 

Mae West, Charlie 
Chaplin, Will Rogers, the 
list goes on and on—all of 
them   in   some   measure      
owed the shape of their careers to the 
William Morris Agency and its talent 
brokers, men who called themselves 
10-percenters, their commission from 
the fees won for their clients. It was a 
Morris agent (and Norman Brokaw's 
uncle), Johnny Hyde, who found 
Marilyn Monroe in 1947, and molded 
her into a celluloid goddess. Another 
Morris man discovered a brilliantined 
country rock and blues singer packing 
the madhouses in Memphis in the 
early 1950s and decided he 
could be much bigger if he 
could just get on televi- 
sion. Elvis Presley's hip- 
swiveling blowout on the 
Ed Sullivan Show helped 
launch the King's video 
and film career. 

Is it any wonder Morris 
grew fat and complacent? 

The Morris company 
was founded in 1887 by 
William Morris, a German 
immigrant   who   died   in 

' 1932   while   playing   pi- 
i nochle at the Friars Club 
J (see box, p. 52). His succes- 
sor, Abe Lastfogel, trained 

I most of the men who to- 
; day run the Morris office. 

With more than 500 em- 
ployees in four offices and 
over   2,000   clients,   the 

(Morris outfit remains, for 
;pure size, the biggest tal- 
'ent agency in the world. 
And, with significant 
chunks of real estate (two 
office buildings in Beverly 

I>avi(J 'Mr 

Movie mavensjohn liurnham (left) and Mike Simpson 
Leading Morris back to the future? 

Hills, another being built, plus a half- 
dozen industrial buildings scattered 
throughout the country), it is also the 
richest. 

As for the agency business, because 
the company still receives a percent- 
age of syndication fees on everything 
from The Cosby Show to reruns of the 
1950s Danny Thomas series, Make 
Room for Daddy, last year Morris agen- 
cy revenues topped $60 million. By 
and large, the agency now lives chief- 

Television department head Jerry Katzman 
Maintaining Morris' clout on prime time. 

ly off past successes, like 
an over-the-hill star living 
well on residuals and past 
investments. Yes, there 
are some established 
names, Clint Eastwood 
and Jack Lemmon among 
them, and a clutch of com- 
ers like Tim Robbins, 
Uma Thurman and John 
Malkovich. But the only 
new star with "marquee 
value" who has stuck 
around is Tom Hanks. 
Hence, it was particularly 
painful when Kevin 
Costner, a Morris client 
since the early 1980s, just 
after he got his Screen Ac- 
tors Guild card, defected 
to CAA three months ago. 

Why did Costner, one of 
Hollywood's most bank- 
able stars, leave? In part, 
he was apparently unhap- 
py with the marketing of 
one of the last deals Morris 

  got him. Costner's recent- 
ly released Field of Dreams, a baseball 
fantasy with surprising box-office 
power, was shot while he was under 
the Morris wing. Costner wanted the 
film to retain the title of the book it 
was based on, Shoeless Joe, but he was 
overruled by the studio. "Kevin be- 
lieved Ovitz (his new agent] would 
give him the power to block and tack- 
le anyone who gets in his way," ex- 
plains a source close to Costner. 

That vitality is precisely what the 
Morris office lacks. There 
are those who snidely refer 
to the nine-man board as 
the "papal bureaucracy." 
Five of the nonet are over 
60, none is under 50. Vir- 
tually all have been with 
the company two decades 
or more; the majority have 
spent their entire careers 
there. 

"The Morris agency is a 
lot like the post office," 
says Martin Bauer, who 
left the Morris office to go 
out on his own in 1984, 
taking directors Brian De 
Palma and John Avildsen 
and actor Alan Alda along. 
"They reward you for lon- 
gevity and loyalty, not for 
accomplishment." 

Certainly the rewards 
are considerable; Morris 
agents live well. The com- 
pany often pays for their 
cars, not to mention fancy 
lunches and dinners, and 
even provides interest-free 

FORBES, JUNE 12, *1989 49 



. 



For those who think this is all there is to IBM Service, 
weld like to adjust your thinking. 

IBM has built a solid reputation as 
maintenance experts. Now we've 
expanded our services beyond mainte- 
nance. We even include services for your 
non-IBM equipment. 

We will take care of all your needs. 
From hardware and software integration 
to data center design to value added 
network services. 

For instance, we'll move your 
data processing system 2,000 feet or 
2,000 miles. And we'll be with you from 
pre-planning to post-move testing. It's all 
part of IBM Customized Operational 
Services. 

And because no business can afford 
downtime, IBM is there with Network 
Support, too. We'll reduce the likelihood 

of downtime, and work quickly to 
bring you back up 

if it does occur. 

What's more, 
if you have a question 
or problem with any of your systems, 
specialists are available 24 hours a day, 
7 davs a week. 

J 

If you'd like further information, we 
would be happy to send you some litera- 
ture. Just call 1 800IBM-2468, ext. 133. 

IBM Service. You'll find out it's 
really much more than you think. 
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loans to buy houses. But by Holly- 
wood standards such perks are fairly 
routine. Because of the Morris com- 
pany's curious financial structure, it 
appears to be difficult for even its 
highest fliers to accumulate substan- 
tial wealth. 

There are 77 stockholders of the 
William Morris company; shares are 
parceled out by the board of directors. 
If a shareholder dies or resigns, the 
company repurchases his shares, at a 
price that seems wildly out of sync 
with their real value. When one of its 
most senior agents, Stanley Kamen, 
died, his 23,000 shares of common 
stock, roughly 7% of the shares out- 
standing, were bought back for $1.2 
million. On his will's inventory, it 
says, "Insufficient information fur- 
nished to determine if value is inade- 
quate." Indeed. His share of the real 
estate alone should now command 
more than twice that much. 

The seeds for the agency's decline 
in star power were sown in the mid- 

1970s when five bright young agents 
in the television department, Bill Ha- 
ber, Michael Ovitz, Rowland Perkins, 
Mike Rosenfeld and Ron Meyer, 
walked out to found their own agen- 
cy. Why did they leave? As one Morris 
alumnus puts it, "No one there thinks 
you know anything unless you've 
been around 30 years." 

What made Morris so good in its 
heyday was the ability to make the 
right decisions for clients and make 
them stick. In 1970 a Morris agent, 
Leonard Hirshan, heard midweek that 
Frank Sinatra had pulled out of a de- 
tective movie because he didn't like 
the script. Hirshan called the head of 
production at Warner Bros., Frank 
Wells, proposed an actor then primar- 
ily known for westerns and closed the 
deal before the week was out. "Mon- 
day morning Wells called to tell me 
that Steve McQueen called to say he 
wanted to do the picture," remembers 
Hirshan. "I said, 'It's too late.'" 
Which is how Clint Eastwood got the 

role of Dirty Harry. 
Today Morris has become so large 

that such star turns are less frequent. 
Clients complain of getting lost in the 
Morris network. Steve Tisch (Preston 
Robert's son and producer of Risky 
Business) complains that, unlike at 
CAA, there is no single person who 
knows what's going on. "When I call a 
William Morris agent for the avail- 
ability of directors or writers, the 
agent I talk to can only tell about his 
clients and I end up talking to six or 
seven agents." 

As recently as the early 1980s, 
when William Morris was at the top 
of the film talent heap, it was not like 
that. The man in charge at that point, 
perhaps the last truly effective Morris 
movie chieftain, was a 50-ish Yale 
Law School graduate, Stanley Kamen. 
Kamen knew what was going on ev- 
erywhere and closely guarded his glit- 
tering gaggle of stars, Barbra Strei- 
sand, Chevy Chase, Goldie Hawn 
among them. In 1985 Kamen was di- 

Roots: the man who discovered Chaplin, and the world's fastest golfer 

W llliam   Morris   dis- 
' covered Charlie 

Chaplin, George M. Co- 
han and Will Rogers, 
among others. Born in 
Schwarzenau, Germany 
(now in Poland), raised on 
New York's Lower East 
Side, Morris started as an 
office boy in a theatrical 
agency in the 1890s, and 
in 1898 he went into busi- 
ness for himself, opening 
a two-room office on 14th 
Street and Third Avenue, 
down the block from the 
Academy of Music and 
then the center of the mu- 
sic publishing district. Be- 
fore Morris, the talent 
agent was no more than a 
glorified employment ser- 
vice. But the elegant, mustachioed impresario, helping 
turn Chaplin from an obscure British comedian into an 
international star, showed the industry how to develop 
talent as well. 

Morris, who died in 1932, spent his last afternoon 
battling over final details in Eddie Cantor's contract. 
That evening he went to the Friars Club to play pinoch- 
le; he dropped dead of a heart attack just past midnight, 
still clutching his cards. 

The real power at the William Morris Agency then 
fell to Abe Lastfogel, a diminutive man given to bow 
ties and a frenzied golf game (he was known as "the 
world's fastest golfer," often chasing after the ball as it 
went down the fairway.) 

Irving Berlin, Sophie Tucker and Abe Lastfogel Q. tor.) 
"This agency is my family." 

The Morris Agency was 
Lastfogel's first and only 
job. He had decided to 
drop out of school and go 
to work at 13; a friend told 
him two firms were look- 
ing for an office boy. One 
was a tailor shop, the oth- 
er the Morris agency. 
Since the Morris office 
was closer to where he 
lived, he stopped there 
first. 

Abe was called "Mr. 
Lastfogel" by virtually ev- 
ery agent who ever 
worked for him. "Out of 
respect," says Norman 
Brokaw. Lastfogel married 
Frances Arms, a leggy 
vaudeville headliner, in 
1927. 

The Lastfogels had neither children nor a real home 
of their own. They commuted between a suite at the 
Essex House in New York and another in the Beverly 
Wilshire Hotel, both within walking distance of the 
Morris offices. 

"The agency and the clients are my family," he used 
to say, and he made good the promise by turning over 
his entire interest in the company (over 80% of the 
shares) to his employees when he retired in the late 
1960s (he stayed on as chairman emeritus until he died 
in 1984). 

"I once asked him to what he attributed the intense 
loyalty of his men," recounts David Geffen. " 'Loyalty 
is something you pay for,' he told me."—L.G. 
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agnosed with cancer, and he died a 
year later. 

Kamen's clients streamed out the 
door. Kamen's first successor, Leon- 
ard Hirshan, who'd started in the 
Morris mailroom in 1951, simply 
could not get the movie department's 
support. After 12 months Hirshan 
stepped down as department head. 
Brokaw and company started looking 
outside for a new movie chief. 

That the agency had to recruit from 
outside was itself an admission of fail- 
ure. Morris, through that storied 
mailroom, has always taken great 
pride in running the best training pro- 
gram in the business. There labored 
such Hollywood powers as Twentieth 
Century Fox chief Barry Diller, pro- 
ducer Bernie Brillstein, former 
Warner Communications Cochair- 
man Ted Ashley and music/mo- 
vie/theater impresario David Geffen. 
But this time the Morris men reached 
out, pulling the once-powerful Sue 
Mengers out of retirement. Mengers, 
an ample blonde with a sharp tongue 
(she's been called a female Billy Wild- 
er), once worked as a secretary at the 
Morris office in New York. 

But Sue Mengers, with no star-stud- 
ded client stable in tow, has not been 
the answer. While some younger 
agents have signed promising talents, 
such as Rebecca De Mornay and Scott 

William Morris and Chaplin, 1915 
The talent agent as impresario. 

Glenn, under her tutelage, she has yet 
to sign a single major star. 

But while Morris drifts, the movie 
business is booming. In the mid- 
1980s Wall Street money flowed into 
Tinseltown, pushing the volume of 
motion picture production to the 
highest it had been in decades, and a 
new generation of agents has become 

more powerful than ever, ushering in 
the age of "The Package." Typically 
these days, a single agency will mus- 
cle through several of the major ele- 
ments in a movie deal, generally a 
screenplay plus a director or star. 
"The studios abrogated control after 
the moguls were gone," says producer 
Bernie Brillstein. "When Spencer Tra- 
cy [under contract to MGM'S Louis B. 
Mayer] wanted to make a movie for 
Columbia, he had to beg Mayer to let 
him. Today if a studio wants some- 
one, it better have a good relationship 
with CAA unless you have the best 
script in the world." 

"The people who control the soft- 
ware, that is, the talent, control the 
business," explains one Hollywood 
insider, "and CAA controls the tal- 
ent." Many of the recent block- 
busters—Twins and Gbostbusters, for 
example—are CAA packages. 

Morris, these days, simply does not 
have the artists that can make a bril- 
liant package. Case in point: the 
smash Dustin Hoffman-Tom Cruise 
film, Rainman. While the movie's sto- 
ry came from a Morris client, Barry 
Morrow, the agency lacked the talent 
to place in any of the key roles. 

Frequently in business, when you 
are losing market share you cut prices 
to try to recover. Not William Morris. 
This agency is the only one, for exam- 



pie, that still insists on a full 10% 
commission in the television busi- 
ness, which is still one of the agency's 
strengths, supplying over half its reve- 
nues. "Our fee is 10% and it will 
continue to be 10%," asserts Brokaw. 
"We have to get rightful commission 
because of the manpower we have 
committed." 

But, as Brokaw knows well, in the 
television business 10% can be a lot 
more than 10%. For example, if Wil- 
liam Morris represents the person 
originating a television series—be it 
the writer/producer or the star—and 
plays some role in gathering the other 
key elements in the show instead of 
just getting 10% of the individual's 
salary for the shows, the agency gets 
10% of the network licensing fee. 
That can mean something like 
$50,000 per show for a half-hour com- 
edy and $100,000 per hourlong show. 
In addition, the agency gets another 
5% from all ancillary sales, including 
rerun syndication and foreign sales. 

' "It's a dinosaur method of doing busi- 
ness," huffs one televison executive. 

; "It is the last hunk of untrimmed fat 
around," says another. 

Little wonder that even Morris' 
television business isn't what it used 
:o be. In the mid-1960s Morris was 
:he undisputed kingpin of the televi- 
sion business, with some 9 hours on 

network prime time. At the end of 
last season, Morris had 5Vi, with CAA 
at its heels. 

Cut through the details of Morris' 
decline and what do you find? A vac- 
uum at the top, an outfit that has 
substituted organizational rigidity for 
leadership. William Morris has never 
found an adequate replacement for 
Abe Lastfogel. 

There have been four chief execu- 
tives in the 21 years since Lastfogel 
retired, and the only one who ap- 
proached Lastfogel's potential and 
spark was Lee Stevens, a command- 
ing, elegant 31-year Morris veteran 
who took the top job just as the agen- 
cy's decline became apparent. Four 
years after his appointment, Stevens 
discovered he had cancer. He died this 
past February, at 58. 

Within the week after Stevens 
passed away, Brokaw was named chief 
executive. On the face of it, his ap- 
pointment made sense. He was respon- 
sible for signing, and keeping, the agen- 
cy's most valuable asset, Bill Cosby. 
But Brokaw, with over four decades at 
the agency, was another member of the 
old guard and has not turned his agency 
around. "If the Morris office wanted to 
indicate that there was a changing of 
the guard, it didn't make sense to name 
Brokaw chief," says one prominent 
entertainment attorney. 

Next in line? Eyes are on Jerry Katz- 
man, 51, the youngest California- 
based member of the board of direc- 
tors and the current head of the televi- 
sion division. He is well regarded both 
within and without the company. 
And there are two comers in the mo- 
tion picture division: Mike Simpson 
and John Bumham. Simpson is a 37- 
year-old University of Texas graduate 
who joined the Morris mailroom after 
producing documentary films for two 
years. His clients include director 
Tim Burton (Beetlejuice, Batman), 
screenwriter Warren Skaaren (Top 
Gun, Beverly Hills Cop II) and Tom 
Hanks. John Bumham, 36, has a grad- 
uate degree in law and joined Morris 
from ICM five years ago. He represents 
screenwriters Michael O'Donoghue 
and Mitch Glazer (Scrooged), Carrie 
Fisher and Diane Keaton, and just 
signed Roseanne Barr (unfortunately 
for Morris, it doesn't get the packag- 
ing commission for her show). 

"Morris has got a great name, a 
great location and a great catalog of 
assets," says one independent produc- 
er, "it just needs someone to come 
along and hit it over the head." But 
the blow had better come soon. In 
today's business world—and that goes 
double for entertainment—an outfit 
sometimes gets a second chance. But 
rarely a third chance. ■ 
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Will science propel portfolio 
managers into the 21st century? 

Space telescope 
under construction.' 

Portfolio management will see dra- 
matic changes in the future as pension 
fund managers seek more exacting 
advice. 

Banks should look into that with all they 
have, even extending the limits of scientific 
research. 

At Zurich's Swiss Federal Institute of 
Technology, an Informatics chair has been 
created, sponsored by UBS. Moreover, 
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portfolio experts focusing on portfolio effi- 
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and vastly more sophisticated EDP sys- 
tems, with learning and almost "thinking" 
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The Up & Comers 

Strategies 

International Telecharge has a nice thing 
going. It charges twice as much as its com- 
petitors for the same product. Revenues are 
exploding—and insiders are selling out. 

A bubble ready 
i        to burst? 

By Fleming Meeks 

BRITISH-BORN Edmund Tagg, 47, is 
the chief executive of International 
Telecharge, Inc., the market leader in 
the alternative operator services in- 
dustry. What's that? Alternative oper- 

ators essentially collect billing infor- 
mation on calling card, collect and 
other operator-assisted calls made 
from privately owned pay phones and 
room phones in hotels and hospitals. 
But the so-called alternative they of- 
fer is not for the unwitting user, who 

Alan Levenson 

I Uernational Telecharge Chief Executive Edmund Tagg 
ising revenues, dwindling profits. 

usually gets gouged on the rates, but 
rather for the phone owners who get a 
cut of revenues that were previously 
unavailable to them. 

The industry produced a half-bil- 
lion in revenues last year. 

International Telecharge got started 
after the 1984 breakup of AT&T, 
when, among other things, AT&T lost 
its monopoly on pay telephones. 

At first the private pay phone busi- 
ness didn't look like much of an op- 
portunity. Coin phone operators 
could earn commissions only on the 
coin revenue—about 25% of a pay 
phone's total revenue. (Calling card, 
collect and other operator-assisted 
calls make up the other 75% of call 
revenues.) 

Then the folks at International 
Telecharge got the idea of providing 
long-distance services to pay phone 
owners—and whatever other phone 
owners they could sign up, notably 
hotels and hospitals, ITI would buy 
the long-distance time wholesale and 
sell it retail through the pay phones. 
The company could then charge 
whatever it wanted to the retail user, 
since the service was unregulated. 

Besides hotel rooms, m-serviced 
pay phones are often found in gasoline 
stations, convenience stores and res- 
taurants, where they are installed and 
owned by outfits that are similar to 
vending-machine companies. 

It was a great opportunity to charge 
what the market would bear—and In- 
ternational Telecharge has done just 
that. Examples: The cost of a five- 
minute calling card call from New 
York City to St. Louis using Tagg's ITI 
is $5.25. If you use AT&T, the same 
call costs $2.01. A five-minute phone 
call to Dallas on a Saturday afternoon 
is quoted by ITI at $5.25. AT&T'S price 
for the same call: $1.45. 

That's a nice trick, charging two 
and three times your competitor's 
price for the same product, and ITI'S 
performance mirrors it. From nothing 
four years ago, ITI'S revenues hit $184 
million last year. 

Of course, International Telecharge 
and the other alternative operator 
companies (which now number about 
60) have to share the goodies. Specifi- 
cally, they pay a commission to the 
phone owners. The local convenience 
store or hotel receives a portion of this 
commission, and, in addition, gets to 
tack on a surcharge—usually about 
$1—to the bill. Good news for the 
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Audi Announces ANo-Monc 
Completely Warranted, Em 

Once again, Audi takes an alternate route. By offering 
an attractive alternative to long-term leasing. The Audi 
3-YearTest Drive. 

Call 1-800-AUDI-3YR. 
Leam about the lease that's long on rewards and 

short on responsibilities. Because there's no down 
payment* No scheduled maintenance costs. And 
no worries. 

Instead, Audi covers all routine maintenance 
expenses (including fluids, parts and labor) for the life 
of the lease. In addition, unlike most longer leases, 

Audi's bumper-to-bumper coverage doesn't run out 
before your contract does—thanks to the full-term 
3-year or 50,000 mile warranty. Your lease even incluc 
24-Hour Roadside Assistance. 

Best of all, our three-year rates compare favorar. 
with traditional 60-month term leases (or purchase: 
Perhaps more than favorably when one considers th 
value of the complete coverage. For instance, the Aui 
80 shown below is a mere: 

$398 Per Month. 
And since the Audi 3-Year Test Drive is availablJ 

The Audi Three 



own, No-Charge Maintenance, 
itlyAffordable, Short-Term Lease. 
all 13 Audi models, you need only choose your 
orite Sedan or Wagon. Choose your favorite color, 
d choose your favorite road. Then, get ready for the 
ique exhilaration of an all-wheel Quattro drive or 
/anced front-wheel drive luxury automobile. 

As one financial authority recently advised: "If 
i buy a new car as frequently as every four years, 
i should now consider leasing." The Audi 3-Year 
t Drive is an exceptional way to start. Just see your 
ii dealer. Or call the number above. But do it soon, 
ause while the test drive lasts three years, the offer 
mited. 

'Offered by VW Credit, Inc. through participating dealers. Lease based on 
MSRP including destination charge. Dealer contributions to this offer may affect 
final negotiated transaction. Thirty-six month closed-end lease No down pay- 
ment; no purchase option First month's lease payment of $398 plus refundable 
security deposit equal to one month's payment required at lease inception;Tax, 
license, dealer prep., options extra; IOC per mile over 50,000 miles. Lessee is 
responsible for excessive wear and use Total of monthly payments for Audi 80 
shown: $14,328.00 

Ask your dealer for details of Audi's limited bumper-to-bumper warranty. 
No-charge scheduled maintenance runs three years or 50,000 
miles, whichever comes first. Roadside Assistance is provided 
by the United States Auto Club, Motoring Division, Inc. 

Another Advantage Of 
The Alternate Route. 

fearlest Drive. 



local Days Inn or 7-Eleven: Last year 
International Telecharge paid out al- 
most $33 million in surcharges. 

Not surprisingly, a lot of telephone 
users gripe about the high cost of this 
kind of service. Responds Tagg: "If I 
stagger out of the Mojave desert dying 
of thirst and there is a pay phone 
stuck out there, I absolutely wouldn't 
mind paying a dollar surcharge to use 
it." He also points out that Interna- 
tional Telecharge offers multilingual 
operators ("at no extra charge" [sic]) 
who, according to m publicity, can 
take billing information in 24 lan- 
guages, including Laotian, Finnish 
and Twi. 

Maybe so, but if consumer pressure 
brings regulation back to this end of 
the phone business, ITI'S profits will 
suffer badly. 

Nor is the company's provenance 
especially reassuring. Dallas-based In- 
ternational Telecharge was founded 
in 1985 by G. Ray Miller. A former 
truck driver and high school dropout, 
Miller, now 49, previously cofounded 
U.S. Telephone, an interexchange 
long-distance carrier, which, less than 
a year after coming public at $14 a 
share, was merged with United Tele- 
communications at under $5. Miller, 
nonetheless, managed to walk away 
with $14 million. A subsequent start- 
up of his went bankrupt. 

Miller left International Telecharge 
last October with a $3.6 million, ten- 
year consulting contract and noncom- 
pete contract and more than 2 million 
of ITI'S 15 million shares. Ed Tagg, 
formerly a senior executive at ITI ven- 
dor Northern Telecom, was hired as 
president in January 1988 and was 
named chief executive and chairman 
on Miller's departure. 

Tagg dismisses worries about price 
regulation and cheerfully projects big 
gains for 1989. Most of ITI'S revenue 
came from 275,000 hotel room 
phones and 100,000 private pay 
phones. In 1988 the company earned 
$6.3 million, or 35 cents a share, on 
$184 million in revenues. For 1989 
Tagg is projecting increased profits on 
revenues of around $500 million. 

But that will take some doing. In 
the most recent three fiscal quarters, 
the company has earned a meager 
$807,000, or 5 cents a share, on sales 
of $170 million. 

Not to worry, says Tagg, who ar- 
gues that new efficiencies will be 
gained as a result of a contract, signed 
this past February, under which MCI 
will replace Communications Ser- 
vices Inc., a subsidiary of ITT, in han- 
dling his company's communications 
traffic. With the new deal, he says, 
line costs will be reduced by 30%. But 
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ITI founder G. Ray Miller 
Dumping shares. 

mandated rate reductions in many 
states will more than likely eliminate 
any savings on line charges. 

And while Tagg recently told a 
group of analysts that International 
Telecharge plans to quadruple the 
number of hotel rooms it serves, he 
concedes that the company may soon 
be losing some or all of the 100,000 
rooms that it currently serves in an 
arrangement with Chernow Commu- 
nications, also a subsidiary of ITT. 

Where will these new hotel rooms 
come from? Not from Sheraton. Wil- 
liam Oates, Sheraton's telecommuni- 
cations manager, says: "We tried 
them [ITI and other alternative opera- 
tor services] out and we were very 
dissatisfied. We've instructed our ho- 
tels not to use alternative operator 
services." Or from Marriott. Kevin 
Branch, telecommunications manag- 
er for Pittsburgh-based Interstate Ho- 
tels Corp., which owns 25 Marriott 
franchises, tested alternative operator 
service and said: "At every hotel we 
experienced guests' complaints." Hy- 
att? Says Carol Davies, Hyatt's tele- 
communications analyst: "We tried 
the major alternative operator service 
companies and we immediately had 
problems.    We    switched   back    to 
AT&T." 

More significant, Tagg says he's 
pinning the company's future on the 
deregulation of the 1.7 million Bell 
system pay phones, which generate 
an estimated $2.5 billion in revenues. 
Tagg says he expects ITI to get up to 
15% of these pay phones, worth $375 
million or more in revenues a year. 
But a basic rule of thumb in telecom- 
munications is that 20% of the 
phones generate 80% of the revenue. 
And for pay phones, Penn State busi- 
ness professor John Reddy, a 32-year 

veteran of At&T, says a better model 
would be 10%/90%. In other words, 
Tagg, who admits ITI is going after the 
"secondary and tertiary markets," 
could wind up with 15% of the na- 
tion's public pay phones and just 2% 
of the revenues—say $40 million on 
an annualized basis. 

Furthermore, North Carolina and 
Missouri have effectively outlawed 
alternative operator services within 
their borders, and virtually all the oth- 
er states have instituted or are consid- 
ering regulation. 

Besides, ITI'S technologically weak 
centralized operator service—all calls 
must connect first to Dallas before 
being passed on—bodes ill for the pri- 
vate pay phone side of the business. 
Many of ITI'S pay phone customers 
use "smart phones" manufactured by 
Carrollton, Tex.-based Intellicall, Inc. 
In the last six months, intellicall has 
introduced a software-driven technol- 
ogy, known as IntelliStar, to its exist- 
ing base of 80,000 pay phones. Intel- 
liStar allows the phones themselves 
to process collect and calling card 
calls, bypassing operator services alto- 
gether and allowing pay phone own- 
ers to make a profit while charging 
the same rates as AT&T. 

However, the stock market seems 
to be paying more attention to Tagg's 
optimistic statements than to the 
negatives. The stock trades, on the 
American Stock Exchange, at around 
10—an impressive 43 times earnings 
and 6 times book value. Market value: 
$155 million. 

A research report dated Apr. 17, 
1989 from McKinley Allsopp analyst 
Jane Gilday helps explain why the 
stock is so richly priced. It says: "By 
the end of this year, revenues could be 
running at an annualized rate of $1 
billion with 5% aftertax margins, or a 
net earnings rate of $50 million." 

But if Gilday is right, why are insid- 
ers unloading their registered 144 
stock as fast, it would seem, as the 
law allows? According to Internation- 
al Telecharge's last two proxies, 
founder and director Ray Miller and a 
charitable trust he recently set up 
have sold 472,180 shares in the last 
year; Miller filed to sell another 
88,613 shares last month. Director 
Hamilton Richardson, personally and 
through a company he controls, has 
unloaded 328,388 snares. On the oper- 
ations side, a quick database search 
reveals that Alex Daspit, vice presi- 
dent of corporate strategy, has sold 
211,666 shares and that Paul Freels, 
executive vice president, has sold 
66,732. 

"On the face of it," says Tagg meek- 
ly, "it does seem disturbing." ■ 
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We use one of the largest vacuum chambers in the world to test our nose 
ones. The testing lets us see exactly what will happen when the cone is 
xplosively separated to release a satellite into orbit. 

But we needed a better way to control the nose cone during separa- 
" on, to keep the cone from getting damaged or from causing any damage to 
pie walls of the chamber. 
I     Well, I climb mountains in my spare time. Crazy as it may seem, 
liat's how I got the answer to our problem. I figured we could get the control 
t hooking up the kind of rip-stitch shock absorbers that climbers use to 
op their falls. 

The whole team pitched in and made the idea work. We count on each 
iher. And that can be as exciting as mountain climbing?' 

- Chris Fuld, Space Systems Devebpment, Manager Test Engineer 
(2nd fwmkft) with Fred Eckhardt, Senior Engineer-Scientist (left), 
Dick Durant, Senior Engineer-Scientist (right), 
Bob Frenchick, Senior Engineer-Scientist (3rd from left) 

MCDO/VA/I 
A company of leaders. 





This is what we call return on invest- 

ment. It's not in oil, or chemicals, or 

refining. It's in learning. We're invest- 

ing in today's children through a 

unique program in Cleveland that 

actually puts money, up to $6,000, 

into escrow for a student's college 

education. A serious student can 

cost us a lot. But kids who fail to 

learn will cost us all a lot more. 



The Up & Comers 

Lessons 

Some people take book publishing serious- 
ly. For Price Stern Sloan it's a way to have 
fun and make money. 

"Thank God we 
didn't understand 

the business" 
By Ellen Paris 

A LITTLE IGNORANCE can be useful 
to an entrepreneur. Successful 

\ publishing entrepreneur Law- 
rence Sloan remembers being told, 
"You can't do that, you don't under- 
stand the publishing business. I say, 
'Thank God we didn't understand the 
publishing business.' " 

If he had understood, he 
might never have pub- 
lished How to Be a Jeivisl) 
Mother. It happened like 
this: 

Sloan was chatting with 
humor writer Dan Green- 
burg. "Greenburg," Sloan 
recalls, "said, 'I have to go 
and meet my shrink. I 
really should be doing a 
book about Jewish moth- 
ers because that's why I'm 
going to a shrink.' We 
said, 'Hey, that's a cute 
idea. Let's do it.' " 

Sloan and two partners, 
Leonard Stern and Roger 
Price, teamed to publish 
Greenburg's flow to Be a 
Jewisl) Mother in 1965. 
Since then it has sold 
around 1 million copies 
and is in its 16th printing. 
(An excerpt: "The Tech- 
nique of Basic Suffering. 
Give your son Marvin two 
sports shirts as a present. 
The first time he wears 
one of them, look at him 
sadly and say in your Ba- 
sic Tone of Voice:  'The 

other one you didn't like?' ") 
The partners understood some 

things established publishers didn't. 
They understood that there was a 
market for short, cheap books on triv- 
ial topics that could sell for as little as 
$1 and move through outlets other 
than bookstores—books as impulse 
items. They were right. Last year Los 
Angeles-based Price Stern Sloan post- 

Wee Stent 
Breaking 

Sloan's Lawrence s/ocin 
the rules and winning. 

ed revenues of $57 million. 
Best known for its humor books 

(which also include The World's Worst 
Elephant Jokes and the Murphy's Law 
series), Price Stern Sloan also sells 
children's books (the popular Questron 
and Wee Sing titles) and how-to books 
ranging from microwave cookery to 
car care and cameras. 

This is not a company of Harvard 
Business graduates. In the 1940s and 
1950s Sloan, who had grown up in a 
middle-class Manhattan neighbor- 
hood, was a Hollywood reporter for 
the Hollywood Citizen-News and owned 
an advertising and public relations 
agency. Leonard Stern, a high school 
friend, had been a comedy writer for 
Abbott and Costello radio shows and, 
later, for Jackie Gleason's Honey - 
mooners TV series and the Steve Allen 
Show. And Roger Price worked as a 
standup comic and wrote jokes for 
Bob Hope. 

Jewish Mother was actually the firm's 
fifth book. The trio founded the com- 
pany in 1964 to produce a party game 
book called Mad Libs. In it, players are 
asked to think up nouns, adjectives 
and other parts of speech that are 
plugged into blanks in the book's sen- 
tences. Read aloud, the completed 
sentences produce an ironic and often 
nonsensical story. Steve Allen, Price's 
old boss, used the idea to warm up his 
TV audiences. Since Price Stern Sloan 
first published it, various renditions 

of Mad Libs have sold 100 
million copies. 

Another of what Sloan 
calls his "evergreen" sell- 
ers is the original Murphy's 
Law Book. First published 
in 1977, the Murphy's Law 
title has been expanded 
over the years to three 
volumes and now also 
comes as desk and wall 
calendars. 

Up to a point, humor 
can be recycled. "When 
humor concepts change," 
says Sloan, who is Price 
Stern Sloan's chairman, 
"we retire the longtime 
sellers. Of course, when 
the tide changes again 
they are brought back." 
Case in point: Shelly Ber- 
man's .4 Hotel is a Funny 
Place. Price Stern Sloan 
first published it in 1972, 
and took it out of print in 
1976. Recently, Toronto's 
Carlton Place Hotel or- 
dered 5,000 copies to give 
to special guests. 

As with food products 
and toothpaste, distribu- 

<; 
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REPEAT PERFORMANCE 
m 

NO. 1 FAX 
198Z The Sharp 
irand outsold all fax 
lachines in 1987—for 

reasons. Sharp '* 
kes the most advanced 
hnology and makes it   m 

Fordable. Sharp has a 
ill line of networkable 
ichines designed to grow 

ith your business. What did 
arp do for an encore? 

Jtv* r 

* s 
• • 

1) 

NO. 1 FAX 
1988: The Sharp 

brand outsold all other fax 
machines—again. Sharp 

machines offer the 
features—auto-dial, auto- 

feed, auto-cutter, send-later 
and sixteen-shade halftone 

transmission—that every 
business wants at a price they 
can afford. To learn more, call 

1-800-BE-SHARP 

M TOSTATNOl   < 
N FAX FOR 2 YEARS, YOU 

HAVE TO BE SHARP 
1 

■ i ■ i ■» ;■:..■ 

■h^B&< 

1989 Slurp Electronics Corp. 
FROM SHARP MINDS 

COME SHARP PRODUCTS 



ALUXURYCAR 
OUGHT TO IMPRESS 
THE PEOPLE WHOI 
OWN IT. NOT JUST 
THEIR NEIGHBORS 

These days, it seems that driv- 
ing a luxury car has very little to 
do with driving. And everything 
to do with image. 

Somewhere along the line, 
Statements, and Bloodlines, and 
Affluence began to take prece- 

dence over engines, and suspen- 
sions, and safety features. 

But to our way of thinking, 
owning a luxury car isn't about 
outdoing or outspending other 
people. It's about the sheer joy of 
driving. Something you've known 

once or twice before, on your 
favorite stretch of road, in the 
middle of your favorite curve. 

Something you'll know aj 
the minute you turn the key an<! 
feel the responsive surge of pov^j 
from the Acura Legend Sedan'a 

CI988 American Hondi Motor Go  Inc Acura and Legend arc trademarks of Honda Motor Co. 1 id "Acura reminds you (o observe all speed laws, •"legend Land LS only 
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M-valve V-6 engine. An engine 
vhose obvious performance 
tdvantages have their roots in the 
nost competitive racing condi- 
ions in the world-the Formula 
3ne Circuit 

An engine that works in per- 
ect harmony with the Legend 

L [Jedan's suspension system. Front 
•' ind rear My independent double 

vishbones provide the excep- 
ionally smooth, quiet ride you'd 
xpect from a luxury 4-door. 
Vnd the sporty handling you 
wobably wouldn't 

But the Legend Sedan's perfor- 
nance isn't merely a function of 
is engine and 
uspension. It's 
lso a function 

| >f its interior. 

An interior that engineers 
designed on a test track at 125 
MPH* to ensure that the but- 
tons, pedals and controls were 
placed exactly where they should 
be. So that when you're driving 
your Legend Sedan at 55 MPH, 
every single component in the 
cockpit-from the white-on- 
black analog gauges to the cruise 
control switch-maximizes your 
confidence and control. 

Which brings us to perhaps 
the most important subject of all: 
safety. After all, a luxury car 
ought to handle emergencies as 
well as it handles the road. 

That's why every Acura 
Legend Sedan is equipped 

with a 
driver's 

Our unique 
double 
wishbone 
suspension 
system 

side airbag Supplemental Re 
straint System (SRS). And 
whether you're driving in 
good weather or 
bad, on surfaces 
that are civilized 
or not, a unique 
Anti-Lock 
Braking (ALB) 
system** works 
to prevent your 
wheels from 
locking. Helping 
you to retain 
steering control, 
even under the 
most severe braking conditions. 

We could go on, citing facts 
and figures, theories and statis- 
tics. Some of them might impress 
you; others might not. 

Which is as it should be. 
Because the only way you can 

ever be truly impressed by a luxury 
automobile like the Acura Legend 
Sedan, is to own one. 

Call 1-800-TO-ACURA for the 
name of the dealer nearest you. 

ACURA 
Precision crafted performance. 
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tion is one of the hardest nuts to crack 
in book publishing. Sloan and his 
partners solved the distribution prob- 
lem by cleverly ignoring conventional 
methods. 

"We saw it [cheap books] as an ex- 
tension of the greeting card business," 
says Sloan. "We were really selling 
48-page greeting cards but with such a 
high impulse factor [many of the com- 
pany's books retail for as little as 
$2.50] that someone reading it would 
say, 'I've got to bring this home to my 
husband.'" 

From the beginning, the company 
sold its products through gift, statio- 
nery, card, mom-and-pop stores, even 
car washes. Today 40% of sales come 
from nonbookstore outlets. You can 
find Price Stern Sloan's books in dis- 
count outlets like K mart and Price 
Club as well as mainstream book- 
stores. "Price Stern Sloan has more of 
a product sense than a book sense," 
says Jim Chandler, general merchan- 
dise manager of B. Dalton Bookseller. 
"They understand consumer market- 
ing and packaging." 

In the mid-Seventies Price Stern 
Sloan moved into the juvenile market 
as more kids were buying joke books 
like the World's Worst Elephant Jokes. 
Today its two biggest sellers in the 
kids category are the Wee Sing line of 
books and audiocassette tape sets 
(priced at $9.95) and the popular Ques- 
tron electronic books (price: $3.95 to 
$5.95). 

With the Questron books, a child 
learns the alphabet and words by 
pointing a battery-powered wand 
(price: $10 to $12) at a picture on a 
page headlined "B," for example. A 
picture of a bear would generate a 
green light and a beeping tone, while a 
picture of a cat would generate a red 
light and a buzzing sound because 
"cat" begins with a C. 

Price Stern Sloan went public in 
1969 and the public now owns about 
45% of the company's 3.6 million 
shares. Despite record revenues, last 
year Price Stem Sloan lost money. 
Here is how it happened: 

In 1987, fearing the company was 
being stereotyped as a publisher of 
kids' books and joke books, the part- 
ners paid $13.5 million to Knight-Rid- 
der for HP Books, publishers of such 
how-to perennials as Crockery Cookery 
and the .S7J? Pfx>tograpber's Handbook. 
Long term it was probably a shrewd 
move. Unfortunately, taking on HP 
Books strained Price Stem Sloan's dis- 
tribution, customer service and com- 
puter systems. "It was so much inven- 
tory and such a large acquisition for 
us, we couldn't handle the volume," 
says Sloan ruefully. 

At the same  time,  the Questron 
learning books ran into troubles, with 
rising costs and unsold inventory at 
the British subsidiary. Sloan admits] 
the company lacked the management] 
depth to handle the growth and the I 
problems that came with it. 

Result: Last year the company lost | 
$750,000. The year before it earned I 
nearly $2 million—50 cents a share—I 
on sales of $45.5 million. The stock, 
which peaked at 22% in 1986, was 1 
recently lO3/^ 

Sloan is trying to repair the damage 
The British subsidiary is for sale and 1 
proceeds will be used to pay dowr I 
debt. He has closed HP Books' Chica 
go warehouse and subcontracted dis 1 
tribution operations. He has budgetec j 
$1 million to upgrade a Hewlett-Pack | 
ard computer system and related soft I 
ware. He has laid off 25 people, oil 

"We saw it [cheap books] as ! 
an extension of the greeting { 
card business. We were 
really selling 48-page 
greeting cards but with 
such a high impulse factor 
[many books retail for 
S2.50J that someone 
reading it would say, 'I've 
got to bring this home.* " 

10% of payroll. He hired several ej 
rienced managers like Executive Vic 
President Douglas Scudamore, a Hs 
vard M.B.A. who came from Oriei 
U.S. Leasing. 

Sloan insists the worst is over, 
predicts the company will be solidl 
profitable this year. Helping thing 
along, he adds, are such new offering 
us Bob's Books, a children's series wrir 
ten by Bob McGrath, a popular Sesam 
Street performer. 

And next? The betting is the corr 
pany could be for sale. Sloan owr i 
17%  of the company's outstandin 
shares. He is 66. Stern owns 13%; tj 
is also 66. Price, 70, owns 2% an 
another director owns 8%. Randoi I 
House,   which  formerly  distribute 
the Questron line, owns 10%. 

In the rapidly consolidating pul 
lishing industry, says analyst Davij 
Leibowitz   of   American   Securitie I 
"[Price Stern Sloan] has to be near tr 
top of someone's wish list." 

But for now Sloan is still having fu 
and still breaking the rules. At a trac 
show last year he saw a series of bool 
containing reproductions of all Top] 
baseball cards since 1952, grouped 1 
major league teams. Sloan signed tl 
books on the spot. They have sini 
sold 200,000 copies, with 200,0( 
more on order. ■ 
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We Guarantee 
to Reduce Your 
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Estate Tax 
* Cost up to 90% 

► Pay your taxes at 10 to 30 cents on the dollar. 

► Reduce your 55% estate tax bracket to 10°/o or less. 

► Increase your $600,000 estate tax exemption many fold. 

► Achieve guaranteed risk-free return many times original outlay. 

► Create and preserve wealth for children and grandchildren. 

► Increase charitable gifts 5 to 10 times with no additional outlay. 

► Increase your $10,000 annual tax-free gifts to $1,000,000. 

"Effective reduction subject to current assumptions and other requirements. If you 
have a net worth of over $3 million dollars, call for detailed i?formation and our 
video tape— "Wealth Creation and Preservation" 

WEALTH CREATION CENTERS™ 
Founder 

Barry Kaye Associates 
Inside California: (213) 203-5433 (800) 982-5433 

Outside California: (800) 662-5433     FAX: (213) 282-0775 

1840 Century Park East, Los Angeles, California 90067 
©Barn. Kayc Associates. 1989 
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Barry Kaye 
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John Ruan 
Chairman and CEO 



a I'm 
planning on 

being here another 
50jears, 

so I'll make 
a prediction... 

We may not become the biggest-that's 
no great lure for me-but we'll continue to 
be the best. And being the best in these 
turbulent times takes a strong commitment 
to the future. Because I am 75 years old, 
and we are a family owned company, I 
would suspect that our customers and 
suppliers would expect and appreciate 
an indication that the Ruan Companies 
will continue to be owned and directed 
by the Ruan family on into the future. 
That is my plan." 

Our mission: Ruan is a team of people 
committed to quality. We are a corporate 
citizen with a constancy of purpose dedicated 
to continually improving the quality of life 
for our customers, our people, our suppliers, 
and our country. 

Our vision and our profits will be realized 
through innovation, leadership, education, 
and service excellence. We develop quality 
transportation management systems, that 
deliver our customers' goods to their market, 
the safest and most efficient way, on time. 

Ruan is the premier, privately held, national truck leasing network... 
the preferred choice in the transportation arena. 

Improving Quality through Knowledge 

RUAN 
A MEGASafe Company Transportation Management Systems 

3200 Ruan Center   666 Grand Avenue    Des Moines. Iowa 50309    1-800-822-MEGA 

Sponsor of the RUMGRAHDPHX 



The end of the natural gas bubble spells 
better times ahead for natural gas, but 
dont look for an allout boom. 

Unrealistic 
expectations 

By James Cook 

TIHEY'VE BEEN SAYING it for years, 
but now it finally begins to carry 

conviction: The natural gas bubble is 
about to burst, meaning that demand 
has really about caught up with pro- 

duction capacity in this $80-billion-a- 
year business. 

This is good news for a lot of inves- 
tors as well as for the U.S. economy. 
However, it does not mean that boom 
times are coming for this long-be- 
sieged industry. Last year the U.S.' 13 

interstate pipelines averaged a mere 
4.4% on equity, versus 18% and more 
in the late Seventies, while the thou- 
sands of oil and gas exploration com- 
panies averaged a mere 3.3%. 

Natural gas consumption in the 
U.S. bottomed out in 1986 after de- 
clining for 15 years. It rose a good 
5.7% in 1987, 5.2% last year, and 
stands to rise another 3.2% this year. 

Why the bulge in demand? Demand 
has recovered from the industrial 
slump of the early Eighties, and new 
markets have been developing for gas 
in electric power production—cogen- 
eration, independent power produc- 
tion, even electric utilities. 

With the 1987 repeal of the Fuel 
Use Act, gas could again be used in 
new utility and industrial applica- 
tions, and demand has picked up. 

Most of the major companies in the 
oil and gas business think it's the fuel 
for them. This includes giants like 
Exxon, Chevron and Amoco, as well 
as independents like Mitchell Energy, 
Pitts Oil and Union Texas Petroleum. 
Last year, when Tenneco decided to 

Photo by Comsiock 
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Your international letters and documents are 
about to get a fare break. 

Because Express Mail International Service™ 
from your post office, in cooperation with postal 
services around the world, now delivers to over 
90 countries for just $10.75 for up to half 
a pound. 

That's up to 50% less than what 
3ur competitors charge. 

Plus, if you act before July 
1st, you can take advantage of our 
special trial offer of just $8.75, which 

is the same as we charge for our domestic over- 
night service. 

So if you need overnight delivery to Can- 
ada, 2-day delivery to Europe, or 3-day 

delivery to the Pacific Rim or any of our 
other destinations, use Express Mail 

International Service. 
And see how much farther 

your dollar can go overseas. 
Stop by your post office, or dial 

1-800-THE-USPS for more 
information. 

$8.75 
SPECIALTRIAL RATE UNTIL JULY 1 

^ EXPRESS MAIL We Deliver. 
)1989USPS 
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To stay aiive people need salt, 

but not necessarily flamingos. 
Had we blindly followed this prem- 

ise when  we began  producing 
salt in Bonaire, Netherlands 

Antilles, nature would ' ave lost 
another red flamingo breeding 
ground - of which only four < «f»n  < 

When we broke ground for 

our plant in 1964, we counted a 

mere 700 nests in an area adja- 
cent to our project. We could 

have eliminated themfor the sake 
of expediency. Instead, we chose 

to protect them. Since then salt 
production has exceeded our ex- 

pectations, which is noteworthy. 

Spectacular, however, is the 
way our feathered friends have 

multiplied. They now number 

12,000 and live undisturbed in a 

special nature reserve provided 
by Akzo. It is not our intention 

however to have you remember 

us as "the  leading   flair 

preservation group" bulflr) 

sponsible world   leader 

production of salt. 
Not to mention our 

in car refinishes, car 
textile and carpet fibers I 

catalysts and rubber 



EY WOULDN'T 
JS1ANDON. 
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=; t produced by Akzo is used We also change salt into key countries: one  of the world's 

ten water, make slippery ingredients for everyday prod- largest companies in chemicals, 

safe and enhance flavors - ucts such as PVC, glass and de- fibers, coatings and health care...   =. 

sr it be eggs at a Dutch tergents. In fact, salt was one of and number one in salt, 

ast, the bread and top- ourfirstproducts.Sinceourstart, For further information 

it a Danish open-sandwich and like "our" flamingos, we at please write to Akzo America Inc., 

»n or a bucket of southern Akzo  have  spread  our  wings. Corp. Comm. Dept., Ill West 40th 
d4 licken for dinner in the US. We are 70,000 people in 50 Street, New York, N.Y. 10018. AKZO 
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American Gas Association President George Lawrence 
"The historic undervaluing of gas to oil will be changed." 

sell its vast oil and gas assets, Chev- 
ron laid out $2.6 billion and became 
the number one gas producer in the 
U.S. Amoco laid out $900 million 
plus another $4.2 billion for Canada's 
Dome Petroleum and became number 
one in North America. 

But anyone who thinks the busi- 
ness will turn into a bonanza is in for 
a shock. "I suspect most of these in- 
vestment decisions are made on 
somebody's view of the future," says 
Arco Chairman Lodwnck Cook. 

He means that at today's selling 
prices those big investments are not 
necessarily justified. Truth is, the in- 
dustry's present remains fairly dreary. 
Last winter, as the peak heating sea- 
son approached, gas prices fell from $2 
an mcf (a thousand cubic feet, that is) 
in January to $1.40 in April. The win- 
ter was mild, and as spring ap- 
proached there was no need to rebuild 
the gas held in storage against the cold 
winter that never came. 

Prices are around $1.60 currently, 
and nobody thinks that's enough to 
encourage sufficient drilling to keep 
reserves at present levels 

Just on its merits, as Amoco Chair- 
man Richard Morrow maintains, nat- 
ural gas really ought to be the fuel of 
the future. Gas is cleaner and easier to 
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handle than coal, cheaper and more 
abundant than oil, and given that it's 
a combustible fuel, it's virtually pol- 
lution free. Low nitrogen oxide, lower 
sulfur dioxide, not even much carbon 
dioxide. So if you're worried about 
acid rain, the greenhouse effect, nu- 
clear waste or the Valdez oil spill, gas 
is the fuel for you. 

What the future promises is not as- 
sured profits but a business back in 
touch with the basic laws of supply 
and demand. Congress began decon- 
trolling the prices of new gas as long 
ago as 1978, and will begin decontrol- 
ling the remaining old gas (discovered 
before 1978) sometime in the next few 
months. Decontrol has helped keep 
gas prices low when supplies were 
plentiful; it could send them skyrock- 
eting if supplies get tight. 

Until recently, it was the pipeline 
companies that managed the sale of 
gas, contracting with producers for 
supplies and selling the contract gas 
to end users like utilities or industry. 

But all that has changed. When de- 
mand collapsed in the early Eighties, 
the Federal Energy Regulatory Com- 
mission seized the opportunity to 
force open the pipelines to outside 
suppliers. The commission freed local 
utilities   from   having   to   take   gas 

they'd contracted to buy from the 
pipelines when supplies were short. It 
also required the pipelines to fulfill 
the take-or-pay contracts they'd made 
with the producers to supply the utili- 
ties—an order that left the pipelines 
with a $25 billion liability. Heads 
they win, tails you lose. 

The commission then announced 
that it would permit the pipelines to 
recover a part of those contract losses 
through the rate structure if they 
would open their transmission lines 
to outside shippers—utilities and oth- 
er end users that could now buy their 
gas directly from the producers as 
well as from the pipelines. So what 
choice did the pipelines have? They 
negotiated their way out of most of 
those take-or-pay contracts at 10 and 
20 cents on the dollar, and in the 
process relinquished their traditional 
responsibility for marshaling supplies 
to the producers—the major oil com- 
panies, primarily—who now control 
over 50% of the available gas supply. 

With long-term contracts of any 
sort a thing of the past, a spot market 
emerged for the first time, and began 
to feed on itself. Producers wouldn't 
make long-term contracts for fear 
prices would go up, and distributors 
wouldn't make them so long as the 
spot market stayed low—couldn't do 
so, in fact, because the state regula- 
tors insisted they buy the lowest-cost 
gas available. The result is that maybe 
70% of the industry's volume now 
moves at spot prices under 30-day 
best-efforts contracts. 

Competition tended to keep prices 
low, while the absence of contracts 
depressed exploration even more. 
Who wanted to commit millions to 
exploration without some contract 
assurance that the gas could be mar- 
keted at prices high enough to justify 
the cost? "Short-term prices," snorts 
Anadarko Chairman Robert J. Allison 
Jr., "yield short-term supplies." 

The American Gas Association 
forecasts maybe a 6% increase in re- 
tail prices this year, and with well- 
head prices accounting for 40% of the 
total, that would suggest a gain of 8% 
at the wellhead—to $1.90 or so, ver- 
sus $1.71 last year. 

Oil prices provide a safety valve 
against any dramatic runup in gas 
prices. In 25% to 30% of the market, 
gas and oil compete with each other, 
especially in coastal markets where 
residual fuel oil is abundant and utili- 
ty and industrial customers regularly 
switch from one fuel to the other as 
prices dictate. 

"If oil prices stay flat and gas starts 
to go up, a major portion of that 25% 
of the market is going to go back to 
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LET THERE BE 
SAA. 

Some of our best ideas come out of the blue. 

IBM has spoken. 
And what they've said can be summarized in three simple but highly important letters: SAA (Systems 

Application Architecture). 
SAA is a set of standards that finally allows for integration of computer systems. 
And as IBM goes, so goes MSA. Therefore we are proud to be the first major software company 

committed to delivering the most extensive line of SAA-compliant software in the industry. BrightView™ 
applications software already complies with SAA's most advanced component, Common User Access. 

By harnessing the power of cooperative processing, BrightView allows intelligent work stations to be 
something they never truly were before: intelligent. It does this by unleashing the power and potential within 
the work station, freeing you from dependence on valuable mainframe time, and dramatically increasing the 
efficiency of all application users. 

This efficiency is further heightened by BrightView's CUA compliance, which yields a friendly, 
consistent look and feel to work stations, maximizing your investment in personnel and hardware. All of which 
makes it a rather brilliant idea to call Robert Carpenter at 404-239-2000. =zsr.j?r  S 

IBM believes SAA is the future. We recommend our software to anyone intending 555 ^5. 5S 
to spend some time there. SrS555?SSS 

© 1989 Management Science America, Inc 
BnghtView is a trademark of Management Science Amenca, Inc. |MSA| 
Systems Application Architecture & IBM* ore trademarks ot International Business Machines Corporation 

7he Software Company 



oil," says Brooklyn Union Gas Presi- 
dent Elwin S. Larson. "And if that 
happens, prices will come down." 
That's not simply theoretical. Last 
October, when the delivered price of 
gas hit $2.08 per million Btu, Florida 
Power & Light switched its six dual- 
fuel plants to oil—at $2.04 a million 
Btu, or $12.24 a barrel—and switched 
back in December when oil prices 
climbed to $2.08 and beyond. 

Except in particular markets at par- 
ticular times of the year, gas is gener- 

ally underpriced compared with oil. 
On an energy-content basis—British 
thermal unit for British thermal 
unit—a thousand cubic feet of gas 
ought to cost around one-sixth the 
price of a barrel of oil, but at $1.60 
currently it sells for less than a 
tenth—well below the $3 or $3.50 an 
mcf gas could command if the two 
fuels were at parity. 

AGA President George Lawrence 
thinks the gap is going to close as new 
markets—cogeneration, independent 

Closed valve 

Former Federal Energy Admin- 
istrator John Sawhill is now 

head of McKinsey & Co.'s energy 
consulting practice. Sawhill has 
outraged much of the industry of 
late. The industry doesn't like 
hearing him say that it may be 
harder than most people think to 
maintain production levels. He 
even worries that production may 
drop 15% or more, to as low as 14 
trillion to 15 trillion cubic feet a 
year. Sawhill also worries that ris- 
ing prices and possible shortages 
will tempt Congress to regulate 
prices again. 

Unlike   the   industry  at   large, 
Sawhill is dubious about just how 

effective a safety valve the end 
users' dual-fuel capacity is going to 
be. Sure, he says, once upon a time, 
maybe 30% of the market had the 
ability to switch freely from oil to 
gas and back. But gas prices have 
been low for so long that that capa- 
bility has broken down. According 
to a recent McKinsey survey of 
dual-fuel gas users, only the 10% 
to 15% of the market that normal- 
ly switches fuels in winter still has 
the ability to do so. 

"I'm not concerned about the 
long term," he says. "I'm just con- 
cerned about a two- or three-year 
period when we may have difficul- 
ties meeting demand."—J.C. 

McKinsey 6 Co energy expert John Sawhill 
Could rising prices tempt Congress to reregulate? 

power production—develop. "These 
new gas markets," he says, "compete 
with higher-priced alternatives, [such 
as] Number 2 fuel oil rather than re- 
sidual oil, and we can begin to decou- 
ple the natural gas price from oil, and 
the historic undervaluing of natural 
gas relative to oil will be changed." 

John Sawhill, head of McKinsey &. 
Co.'s energy consulting practice, 
agrees. "If gas sells at 100% of the 
price of oil at the wellhead instead of 
50% or 60%, we will shed a lot of the 
so-called junk market. Gas will no 
longer serve markets that can be 
served by high- and medium-sulfur 
residual fuel oil. It will serve only the 
more promising markets." 

Environmental pressures are 
mounting everywhere, and these fa- 
vor gas. Regions like southern Cali- 
fornia, the Chicago area and the 
Northeast are having trouble meeting 
the Environmental Protection Agen- 
cy's ambient air quality standards. 
Greater use of natural gas would seem 
to be the quickest, easiest and least 
costly (though hardly the sole) answer 
to these environmental problems. 

This much seems clear: Even a fair- 
ly modest recovery in prices—to $2 or 
$2.25 an mcf—has a potential for 
transforming the industry. The pipe- 
liners have put the worst of their take- 
or-pay problems behind them, they 
are beginning to make the transition 
from their traditional merchant role 
to that of a common carrier, and any 
upsurge in prices should flow directly 
to the bottom line. Doubly so for the 
gas exploration and production com- 
panies, big players like Amoco, Chev- 
ron and Exxon. But, as Salomon 
Brothers analyst Bernard Picchi 
points out, less obviously for indepen-1 
dents like Plains Petroleum, Ana- 
darko Petroleum or Noble Affiliates, 
whose gas operations aren't diluted by! 
the diversity of their other interests. 

Will gas achieve the parity with oil 
the industry feels it deserves, never' 
mind its dreams of a price premium? 
The chances look better than they' 
have in some years. But one caution:! 
Any permanent gain is likely to come 
in small steps, as gas reestablishes 
itself as a stable and reliable energy 
source in both its old and its new 
markets—rather like those water lil- 
ies in the exemplum that double each 
year until they take over the pond. 

Brooklyn Union's Elwin Larson 
sums it all up: "As oil prices increase 
in the future, hopefully gas prices will 
not increase as much, and the people 
with dual-fuel capacity will go more 
and more to gas. That will stimulate 
even more exploration for gas and 
little higher price." ■ 
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Ireland has consistently been 
the most profitable location 
in Europe for US business - 
and by 1992 Europe will be 
the largest single market in 
the world. 

Over 900 overseas companies 
have set up a manufacturing 
base in Ireland - the ideal 
location to serve the European 
market. 

* 
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HE WAS A FELLOW AMERICAN. I KNEW HE WAS AMERICAN BECAUSE 

HE ASKED FOR MORE ICE. 

"IF I PUT IN ANY MORE ICE," SCOLDED THE STEWARD, "THERE'LL BE NO 

ROOM FOR THE WHISKEY." 

"TERRIBLE COUNTRY," REMARKED MY COMPATRIOT. 

I WAS LOATH TO ANSWER HIM LEST HE DISCOVER FROM MY 

ACCENT THAT I WAS MORE SOUTH OF SAN FRANCISCO 

THAN SOUTH OF DUBLIN. 

"MMMH," I MURMURED, ENIGMATICALLY. BUT 

LONELINESS MUST HAVE FINE-TUNED HIS EAR BECAUSE 

HE POUNCED AT ONCE. 

"YOU'RE AMERICAN!" HE CRIED MUCH AS MOSES MIGHT HAVE GREETED 

THE GENTLEMAN WHO DELIVERED THE TABLETS OF STONE, 

"YES," I SIGHED. 

"VACATION?" HE ASKED, 

"NO, I LIVE HERE." 

"YOU LIVE HERE?" HE WAS AGHAST. "HOW CAN YOU STAND IT. 

ALL THAT RAIN." 

IT HAD, INDEED, BEEN RAINING SINCE WE BOARDED 

THE TRAIN BUT, PRIOR TO TODAY, THE MONTH HAD BEEN 

DRY AND SUNNY. TO TELL THE TRUTH, I WAS GLAD OF A 

SPOT OF RAIN. IT MIGHT RAISE A FEW TROUT. 

"YOU A WRITER?" MY COMPANION PROBED SUSPICIOUSLY, 

WICHITA, I SURMISED, 

"NO, SOFTWARE." 

"NO KIDDING," SAID MR WICHITA WHO CLEARLY BELIEVED I WAS. 

KIDDING, THAT IS. 

ACTUALLY, l HEAD UP THE EUROPEAN SOFTWARE DIVISION 

OF ONE OF THE US'S BIGGEST ELECTRONICS CORPORATIONS, 

BUT I DIDN'T WANT TO GO INTO THAT. 

k I 
k 



"ELECTRONICS? IN IRELAND?" SCOFFED MY FRIEND AS THOUGH I'D 

SUGGESTED THAT I WAS CATTLE-RANCHING IN MANHATTAN. 

"WE'RE IN IRELAND," I TOLD HIM A LITTLE COLDLY, "BECAUSE THIS IS 

EUROPE - WHICH IS PRECISELY WHERE AN ELECTRONICS COMPANY 

SHOULD BE." 

AT THAT MOMENT, JOHN SULLIVAN HOVE INTO VIEW. 

I FELT RELIEF AND TREPIDATION IN EQUAL MEASURE, 

JOHN'S ELDEST SON, A VERY HOT YOUNG SOFTWARE 

DESIGNER, WORKS FOR THE COMPANY. UNFORTUNATELY, 

JOHN HAS A SECOND SON SOON TO BE SIMILARLY 

QUALIFIED, AND HE'S ANXIOUS TO PLACE HIM. IT'S VERY 

HARD TO SAY 'NO' TO JOHN. FOR ONE THING, HE'S SIX-FOOT-FOUR. FOR 

ANOTHER, HE OWNS OUR LOCAL RESTAURANT. ON MY LAST TWO VISITS, 

HE HAS GIVEN BY FAR THE LARGER LOBSTER TO MY WIFE. 

"SURE YOU NEED FATTENING UP," HE TOLD HER, THEREBY GAINING A 

FRIEND FOR LIFE. 

"I MEAN, I COULD UNDERSTAND THE UK." 

"WHAT?" I'D FORGOTTEN ABOUT MR WICHITA. 

"HE COULD UNDERSTAND THE UK," OFFERED JOHN HELPFULLY, 

STRETCHING OUT HIS HAND AND INTRODUCING HIMSELF 

TO MR WICHITA. 

"HANK ROTH," SAID MR WICHITA, WINCING IN JOHN'S 

HANDSHAKE. 

"GO ON, HANK," ENCOURAGED JOHN, "YOU WERE 

SAYING YOU COULD UNDERSTAND THE UK." 

"IRELAND," I SAID PATIENTLY, "HAS HALF THE INFLATION OFTHE UK AND 

EVEN MORE IMPORTANT, IT'S GOT THE PEOPLE WE NEED." 

"EXACTLY!" BEAMED JOHN. 

"SO MANY," I FAIRLY SPAT, "THAT WE RECRUITED ALL THE KEY PERSONNEL 

WE NEEDED ALMOST IMMEDIATELY. ALL WE NEEDED," I ADDED FOR 

GOOD MEASURE. 

Half the population of Ireland 

is under 28 - in an ageing 
Europe faced with shortages of 
skilled labour this gives the 
Irish a significant competitive 
advantage. 

Inflation in Ireland is one of the 
lowest in the European 
community and less than half 
that of the UK. 

INFLATION RATE 1988 
Ireland 2.1% 
U.K. 5.75% 
Portugal 9.0% 
Spain 4.8% 
Denmark 4 6% 
Germany 1.2% 
Italy 4.9% 
EC Average 3.75% 

: Economist Intell gence Unit 



More than 250 electronic 

companies have a 

manufacturing base in Ireland 

- including Amdahl, Analog. 

Apple, DEC, Ericsson, General 

Electric, Wang, Westinghouse 

and Zenith. 

Maximum corporation profit 

tax in Ireland is 10% until the 

year 2000 - a clear indication 

of consistent and long-term 

Government support for 

business. 

"BUT," INTERJECTED JOHN SADLY, "THINGS ARE GOING VERY BADLY FOR 

THE COMPANY NOW." 

"WHAT?" I EXPLODED. 

"SURE IF YOU WERE GOING WELL, WOULDN'T YOU BE EXPANDING - 

TAKING ON MORE STAFF. AM I RIGHT, HANK?" 

"GUESS SO," SAID HANK, WHOSE DRINK HAD NOW 

ARRIVED CONTAINING ENOUGH ICE TO CONSTITUTE A 

SHIPPING HAZARD, 

"WHO ASKED YOU?" I ROUNDED ON THE INNOCENT HANK, 

"DON'T MIND HIM," JOHN SOOTHED MY VISITING 

COMPATRIOT. "HE'S OUT OF SORTS BECAUSE HE HASN'T 

CAUGHT A FISH ALL SEASON." 

"WHAT DID YOU SAY?" I HISSED, 

"ME?" ASKED JOHN, ALL BLAND INNOCENCE. 

THERE ARE NO DEPTHS TO WHICH JOHN WILL NOT SINK TO OVERRUN MY 

COMPANY WITH HIS PROGENY. HIS SEEMINGLY INNOCENT ALLUSION TO FISH 

WAS, IN FACT, A BRAZEN ATTEMPT TO BLACKMAIL ME. YOU SEE, ON OUR 

LAST FISHING EXPEDITION, I HAD FOOLISHLY ALLOWED JOHN TO TALK ME 

INTO PASSING OFF ONE OF HIS CATCH AS MY OWN. 

MY WIFE'S CONGRATULATIONS WERE STILL RINGING IN MY 

EARS WHEN JOHN REMINDED ME THAT ONE GOOD TURN 

DESERVED ANOTHER, 

"BLACKMAILER," I SAID, 

"YERRA WILL YOU WHISHT," SAID JOHN WHO, 

OCCASIONALLY, TO AMUSE HIMSELF TALKS LIKE A 

CHARACTER FROM "THE QUIET MAN." 

'ALL I WANT," HE SAID, ADDRESSING HIS REMARKS TO HANK (WHO WAS 

BEGINNING TO LOOK LIKE A MAN WHO HAD INADVERTANTLY STRAYED INTO 

A HOME FOR THE BEWILDERED), "ALL I WANT IS MY FAMILY AROUND ME. IS 

THAT TOO MUCH TO ASK?" 

"NO, SIR," SAID HANK UNEASILY. 

,«<"** 
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I SHOULD POINT OUT THAT JOHN'S SECOND SON JOE WILL SOON 

BE EVEN MORE HIGHLY QUALIFIED THAN HIS BROTHER. 

"JOE COULD GET A JOB IN ANY OF THE ELECTRONICS COMPANIES IN 

IRELAND, FOR GOD'S SAKE," I REMINDED JOHN, "THERE ARE HUNDREDSOF 

THEM - WHY PICK ON ME?" 

"BECAUSE," SAID JOHN, "YOU'RE THE ONLY ONE THAT'S RIGHT HERE IN 

MY HOME TOWN. AND BESIDES," HE ADDED DISARMINGLY, "YOU'RE MY 

BEST FRIEND." 

"FRIEND? YOU BEAT ME AT GOLF, YOU FLIRT WITH MY 

WIFE, YOU BORROW MY COPY OF ULYSSES AND DON'T 

RETURN IT..." 

"SURE WHAT WOULD I BORROW YOUR COPY OF ULYSSES 

FOR?" ASKED JOHN, ALL SWEET REASON, "ONLY AMERICANS 

READ ULYSSES. AM I RIGHT HANK?" 

"RIGHT AS RAIN," REPLIED HANK, WHO'D GROWN WITTY ON 

AN OVER-INDULGENCE OF ICE. I LAUGHED A LITTLE WILDLY. 

"HASN'T HE A GREAT HEART THOUGH," REMARKED JOHN TO HANK, "HIS 

COMPANY GOING TO THE WALL AND HE CAN STILL LAUGH." 

"GOING TO THE WALL?" I FAIRLY YELLED, "WE'RE DOUBLING OUR PLANT 

NEXT YEAR. DOUBLING IT!" 

"NEXT YEAR? THERE'S SERENDIPITY FOR YOU," 

CROONED JOHN, "JOE WILL JUST BE QUALIFIED." 

I FELT AS THOUGH I'D BEEN ARM WRESTLING WITH AN 

OCTOPUS. EXHAUSTED I COULD ONLY MANAGE A WEAK, 

"WELL, I MIGHT JUST SEE HIM ... NO PROMISES MIND." 

"THAT'S SETTLED THEN," SAID JOHN COMFORTABLY, 

"COME UPTOTHE RESTAURANT TONIGHT. I'VE A LOBSTER EARMARKED FOR 

YOU THAT'S AS BIG AS THE MARKETS OF THE US AND JAPAN COMBINED." 

"BUT NOT QUITE AS BIG AS THE EUROPEAN MARKET," I SUGGESTED DRILY. 

"AH NO," SAID JOHN, "I'M SAVING THAT ONE FOR YOUR WIFE." 

Irish engineering and 
computer-related graduates 
will increase by 33% between 
now and 1991- Availability' of 
these key skills is one reason 
why Ireland is the first choice 
for US electronic companies. 

Dublin's new international 
Financial Serxices Centre has 
already attracted over 60 
leading financial institutions - 
a strong vote of confidence in 
the Irish economy. 
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The Guinness Book of World Records doesn't log the world's most 
amazing corporate transformations. Our nomination: how 
Guinness grew from a small brewer to a mighty spirits house. 

The House 
of Guinness 

By John Marconi Jr. 

Guinness Pic. 's soft-spoken chief executive, Anthony Tennant 
"No briefing by my predecessor and. no access to his files. 

Jeremy NicholLJB Pictures 

ONE DAY BACK IN 1848, Queen 
Victoria and her family went 
to sample a wee dram of John 

Begg's whiskey at his distillery half a 
mile down the road from her new 
Highland retreat, Balmoral Castle. 

After that, the Royal Lochnagar dis- 
tillery dozed on more or less forgot- 
ten. Until now, that is. Since Easter 
1988 a snazzy visitor's center, gift 
shop and cafe have catered to hordes 
of tourists who stop by after seeing 
Balmoral. On sale in the shop is a new 
single-malt whiskey, Royal Lochna- 
gar Special Reserve, drawn from the 
finest-tasting of the distillery's aging 
stocks in a bid to boost the distillery's 
prestige. Each bottle comes in a satin- 
lined wooden box, with a certificate 
signed by the distillery manager, Alis- 
tair Skakles. Production is held to 
18,000 bottles a year, allowing it to 
claim title to "the world's most exclu- 
sive whiskey." Price: $155. 

These are just a few of the changes 
that have swept the whiskey empire 
of venerable Distillers Co. since it 
was acquired in 1986 by Guinness Pic. 
in a daring $4.4 billion takeover. 

The man who manages Lochnagar, 
a veteran of the old regime, confesses 
to surprise at his new brand: "I made 
the classic mistake of saying we'd 
never sell whiskey at that price." 

When Guinness took it over, Dis- 
tillers was long on brand names with 
lore and romance but short on modern 
marketing skills. 

But Guinness' steady progress since 
the takeover has been largely ob- 
scured in the aftermath of what be- 
came a nasty, notorious scandal. 

In May 1986, the month after the 
takeover, Guinness invested $100 
million in an Ivan Boesky investment 
partnership—it still isn't clear why. 
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"Art 
will always 

be art." 
Johann Wolfgang von Goethe 

Mercedes-Benz cars have always been 

among the most sophisticated and fascinat- 

ing automobiles of their time. 

Spanning more than a century, the history of 

Mercedes-Benz is a chronicle of pioneering 

achievements in automotive technology: 

From the first protective safety body to the 

electronically controlled Seatbelt System, the 

Airbag and the Anti-lock Braking System. 

Daimler-Benz AG Mercedess'i an 60. Federal Republic ol Germany 



The history of Mercedes-Benz is a portfolio 

of classic design. Never merely following 

temporary fashion trends, but always retain- 

ing the distinctive character and identity of 

the marque. 

Daimler-Benz, the parent company of 

Mercedes-Benz, is committed to its leading 

role in the automotive world. 

The automobile is and will remain the 

driving force at Daimler-Benz. 

Yet, Daimler-Benz is more than just 

automobiles. Daimler-Benz is aerospace, 

aviation, electronics and advanced com- 

munications. With all of these resources at 

their disposal, Mercedes-Benz engineers will 

continue the science - and art - of creating 

the world's finest automobiles. 

Daimler-Benz 



AP'ttidettorld 
Former chief Ernest Saunders arriving at court 
Fighting charges of dark deeds to defeat a rival bidder for Distillers. 

But months after Boesky fell, the Brit- 
ish government launched an extraor- 
dinary investigation of the Distillers 
takeover. Ernest Saunders, then Guin- 
ness' chief, has been accused by the 
government's Serious Fraud Office of 
dark deeds to defeat the rival bidder 
for Distillers, Scottish retailer Argyll 
Group Pic. Saunders, dependent on 
legal aid for defense and on his chil- 

dren for living expenses, describes 
himself as the fall guy. "It's like Bon- 
fire of the Vanities, but worse," he says. 

The affair could drag on for years in 
British courts; even a trial date has yet 
to be decided. But the Guinness board 
swiftly distanced the company from 
the scandal. Saunders left in early 
1987, just weeks after the government 
began its probe. The Guinness board 

also severed its ties with the invest- 
ment bankers involved, Morgan 
Grenfell & Co. 

And then got on with managing the 
merger. 

The company recruited a soft-spo- 
ken veteran marketer, Anthony Ten- 
nant, to pick up the pieces. Tennant, 
58, had helped build what is now his 
largest competitor, heading the drinks 
business of Grand Metropolitan Pic. 
Under him, the British conglomer- 
ate—which now owns Pillsbury and 
Burger King—became the world vol- 
ume leader in liquor, paced by Smir- 
noff vodka and J&B scotch. 

As Guinness chief executive, Ten- 
nant inherited a treasure trove of ven- 
erable brands. But not much else. "It's 
the only job I've ever taken where 
there was no briefing by my predeces- 
sor and no access to his files," he 
recalls. "I had to start from scratch." 

He also had to deal with a confusing 
mass of acquisitions, many of them 
unrelated to the main line of business. 
His predecessor, Saunders, had ac- 
quired health clubs, drugstores, news- 
stands and 7-Eleven franchises. Ten- 
nant decided to discard the nondrinks 
businesses, except for a few famous- 
brand properties like Scotland's Glen- 
eagles golf resort. 

What's left is—already—the most 
profitable company in the spirits busi- 
ness. In 1988, converting the fluctuat- 

Single malts: back to the future 

'ost scotch is a blend of whiskeys made in as many 
>as 40 different distilleries. John Walker and John 

Dewar were real people—Scotsmen—who developed 
blends of local whiskeys and neutral grain spirits that 
suited English tastes better than the pure Highland 
stuff did. 

Up in Scotland, they never quite gave up the centu- 
ries-old habit of drinking single malts, made at one 
distillery from pure barley. Each distillery produces a 
different whiskey, for reasons that no scientist can 
completely explain. The Scots discuss malts the way 
others discuss wines, and while they might savor them 
with a bit of water, they never add ice. 

The influences that affect the taste are the spring- 
water, the peat that roasts the malt, the shape of the 
two copper stills, and the wooden cask that over the 
years unlocks the flavors. 

Lots of others—notably Japan's giant Suntory Ltd.— 
try to match the blend of sweetness and strength that 
typifies a good malt. Let 'em, says Evan Cattanach, 
who runs a tidy distillery in the Speyside village of 
Knockando, whence comes Cardhu: "The one ingredi- 
ent that nobody can take is the air." 

Slowly, the res: of the world is developing a bit of 
taste for the single-malt whiskeys, and Cattanach, a 
tall and burly fellow fond of kilts, serves as Guinness' 

unofficial ambassador for single malts. Distillers paid 
malts little attention, despite their obvious snob ap- 
peal, so other products like Glenlivet (owned by Sea- 
gram), Macallan and Glenfiddich are far better known 
than Guinness' malts. 

In hopes of remedying the oversight, Guinness has 
brought out six new malts (actually, new only in the 
sense that Guinness has repackaged them, since the 
whiskeys have been aging as long as 16 years and have 
often been available through independent bottlers). 
They should reach the U.S. later this summer, priced 
between $25 and $32. 

Glenkinchie, age 10, comes from the lowlands near 
Edinburgh, where, Cattanach says, "the climatic con- 
ditions are less harsh, so everything is softer." Talisker, 
from the only distillery on the wildly scenic Isle of 
Skye, "explodes on the palate and lingers bewitching- 
ly," he says. 

Lagavulin, from the island of Islay (pronounced ai- 
ler), is strong stuff, as you'd expect at 16 years. As the 
label says, time takes out the fire but leaves in the 
warmth. And the unmistakable smell of the sea. "The 
peat and the heather have been washed by spray for 
millions of years," Cattanach says. 

At a recent "nosing" in Knockando, the spray all but 
washed over the rim of the glass.—J.M. 
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ing pound at its recent rate of $1.62, 
Guinness' net rose 26%, to about 
$530 million. That excludes the ef- 
fects of Tennant's disposal program. 
On its own, spirits' operating profit 
was up 23%, to $713 million, on sales 
of $2.75 billion. 

Hard-charging competitors Guin- 
ness, Grand Met and the also-acquisi- 
tive Allied-Lyons Pic. have elbowed 
aside the North American giant, Sea- 
gram Co. The House of Bronfman 
now earns far more from its stake in 
Du Pont Co. than from beverages, 
which generated operating profits of 
$285 million on sales of $3.8 billion in 
the year ended Jan. 31. Seagram is 
hedging its bets on booze by billing 
itself as an "adult-beverage" compa- 
ny—last year buying Tropicana or- 
ange juice. 

Like Seagram, Guinness worries 
about the temperance trend in the 
U.S. and, to a lesser extent, in the 
U.K. Several years ago it introduced 
an alcohol-free beer. But those who do 
drink are trading up, which is good for 
Guinness. "People are drinking less 
by volume and more by value, and 
that will go on," Tennant says. 

Guinness contends the world mar- 
ket for whiskey is healthy, growing 
1% or 2% a year. Mediterranean mar- 
kets like Spain and Italy are strong. 
And     in     prestige-brand-name-con- 

scious Asia, Guinness sales last year 
rose 60%, with profit up 70%. Guin- 
ness expects shipments to Asia to 
more than double by 1993, aided by 
recent tax changes. 

Tennant firmly believes in two fun- 
damental principles: Take charge of 
distribution and raise prices. Says he: 
"What we're doing is much more akin 
to selling perfume than selling fast- 
moving consumer goods." 

Tennant firmly believes in 
two fundamental principles: 
Take charge of distribution 
and raise prices. "What 
we're doing is much more 
akin to selling perfume." 

Distillers was an unwieldy federa- 
tion of the family businesses—John 
Dewar, John Walker, James Buchan- 
an—that in the 19th century tapped a 
lucrative world thirst for blended 
whiskeys. The company largely left 
marketing to hundreds of importers 
around the world, exporting an ex- 
traordinary hodgepodge of brands. 
Worldwide, Johnnie Walker is the top 
seller, but Schenley Industries distrib- 
uted Dewar's White Label and made it 
the top brand in the U.S. Meanwhile, 
White Horse flourished in Japan, pro- 
moted by Hong Kong's Jardine Mathe- 

son. Never heard of Ye Monks? They 
love it in Paraguay. 

The demise of country-club Ameri- 
ca's scotch habits in the late 1970s 
plunged Scotland into a "whiskey 
loch." Distillers led in selling the sur- 
plus through cut-price, private-label 
brands. That endangered the image of 
scotch, historically the costliest, 
most profitable liquor after cognac. 

In taking charge of distribution, 
Guinness moved order-taking to a 
central office in Glasgow, from the 
operating units. Tennant paid $480 
million to buy Schenley, settling a 
dispute with Schenley's owner, Me- 
shulam Riklis, who purportedly got 
the rights to Dewar's trademark dur- 
ing the fight for Distillers. Guinness 
fired hundreds of other distributors. A 
new division caters to duty-free 
stores, especially important in Asia. 
Today Guinness controls more than 
75% of its distribution, versus 25% 
in 1987. 

In the last year Tennant has invest- 
ed $1.65 billion to buy 24% of 
France's LVMH Moet Hennessy Louis 
Vuitton S.A., maker of cognacs, 
champagnes, leather goods and per- 
fumes. In return LVMH bought a 12% 
stake in Guinness, making the French 
firm Guinness' largest stockholder 
and helping transform Guinness from 
a British to a European company. 

With the way some facsimiles make you wait, 
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Tennant says the cross-holdings 
give each group all it wants: more 
distribution muscle. Guinness-LVMH 
distribution companies (Schierfelin & 
Somerset in the U.S.) sell Flennessy, 
the number one cognac, and such 
champagnes as Moet &. Chandon, 
Dom Perignon and Veuve Clicquot. 
Nobody else can offer one-stop shop- 
ping for as many famous names. 

Guinness admires how Hennessy 
and other cognac houses maintain the 
cachet—and markup—of cognac. Fol- 
lowing the Gallic example, the U.K. 
last year gave scotch a legal definition 
(40% alcohol, three years-plus in age) 
to protect against imitators and coun- 
terfeiters. "The French have done an 
outstanding job," says Anthony 
Greener, Tennant's deputy in charge 
of spirits. 

Guinness believes scotch, like co- 
gnac, is something consumers will pay 
more for. In each of the last two years it 
boosted prices 7.5% on average, well 
ahead of inflation. A standard 'A-liter 
bottle of Johnnie Walker Black Label 
now sells for about $22 in most of the 
U.S., up from about $19.50. Think of it 
as perfume, not liquor. 

Tennant says the hardest work lies 
ahead: "brand-building." Guinness 
has sorted the Distillers names into 
portfolios covering an optimal mix of 
prices. "Most drinks are really sold on 

lifestyle or image," Tennant says. "A 
bottle of whiskey is a very strongly 
branded product. It sits there in your 
house a long time, and it says some- 
thing about you to all the people you 
offer it to." 

Take the marketing of Johnnie 
Walker. Its much-discussed U.S. mag- 
azine campaign, budgeted last year at 
$25 million, features women saying 
things like: "He thinks it's fine for me 
to make more than he does. And he 
drinks Johnnie Walker." Very con- 
temporary and appealing to women as 
well as to men. Tennant says it's far 
too early to measure results. 

Tennant also promises more new 
products. Grand Met gave the world 
Bailey's Irish Cream, a mix of cream 
and Irish whiskey ridiculed by snobs 
but loved by the masses. Expect the 
unexpected now, too; Tennant notes 
that people "like the taste of sweet- 
ness more than anyone thinks." 

Guinness so far has focused on en- 
hancing scotch's snob appeal, a la co- 
gnac. Hence Royal Lochnagar, and new 
single malt whiskeys from other out- 
of-the-way distilleries (see box, p. 88). 
There's Johnnie Walker Oldest—even 
more aged and at $100 a bottle lots 
more expensive than Black Label—but 
only at duty-free shops in Asia, where 
cognac has proved the appeal of such 
ploys to the newly moneyed, souvenir- 

Brian Baldock, head of brewing 
"People drink with their hearts and til 
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souls as well as their palates. 

crazy Japanese tourist. 
Not coincidentally, the future is 

brightening for the $1.4 billion of 
scotch maturing in Guinness ware- 
houses. Even after the American 
switch to vodka and rum, scotch still 
holds a $9 billion retail chunk, about 
14%, of the business; the push to pre- 
mium brands should help. Thus ex- 
ports gained slightly last year, for the 
third year in a row. The Aberfeldy 
distillery, in John Dewar's home vil- 
lage, is working five days a week for 
the first time in eight years. 

Buying Distillers made Guinness 
the beer almost a sideline. Last year 
brewing was 16% of profits. But the 
future of the rich stout—which is ac- 
tually ruby-red, says Guinness, not 
black—looks far better than when 
Saunders joined the company in 1981. 
In Ireland at the time, Guinness' near- 
monopoly was under assault from for- 
eign upstarts like Carling Black Label 
and Heineken. Meanwhile, in Britain, 
the cult of the faithful was shrinking 
at an alarming rate. 

Saunders, an experienced consumer 
marketer, scrambled to reverse the 
brand's slide. He switched ad agen- 
cies. Recruits from other packaged- 
goods industries began plumbing the 
Guinness brand's complex personal- 
ity. "People drink with their hearts 
and their souls as well as their pal- 

ates," says brewing head Brian Bal- 
dock. The upshot was a successful 
U.K. campaign—built around the slo- 
gan "pure genius"—stressing subtly 
the brew's purity in an effort to lure 
younger, more affluent drinkers. 

In America, where Guinness stout 
has never taken a real hold, consump- 
tion peaks every year around St. Pat- 
rick's Day. But the U.S. market is 
hugely profitable; at $6 a six-pack, 
Guinness is double the price of do- 
mestic brew. Guinness Gold, a new 
blond beer, was brewed in Ireland to 
suit American preferences for "un- 
challenging flavors," as Michael 
Hughes, head of Guinness' importing 
arm, tactfully puts it. Hughes hopes 
to double import volume over the 
next five years. 

Thus, for shareholders and employ- 
ees, if not for the unfortunate Ernest 
Saunders, the Guinness/Distillers 
takeover affair may be headed for a 
happy ending. For each Distillers 
share Guinness paid a few dollars in 
cash plus \2/i Guinness shares—paper 
then worth around $7.75, now worth 
over $13. Guinness shares have siz- 
zled lately, up 50% in six months, 
defying threats of litigation. 

"What I don't know at all," muses 
Tennant, "is what this business 
would be like if Ernest Saunders were 
still running it." ■ 
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Will freer markets allow Japanese carmak- ™pe; 
ers to colonize Europe as they colonized 
the U.S.? More likely, GM and Ford will he 
bigger winners on the continent. 

Don't tread 
on us—please 

By Jerry Flint 

Company 

VW-Audi 

W' HEN WESTERN EUROPE'S internal 
trade barriers come down at the 

end of 1992, which companies will 
benefit? In most industries the larg- 
est, most aggressive Euro- 
pean firms are expected to 
dominate. But in the car 
business it is a different sto- 
ry. Europeans fear Japanese 
automakers will win the 
day by assembling made-in- 
Japan parts in subsidized 
European plants. "This we 
must prevent happening at 
all costs," says Cesare Ro- 
miti, Fiat Group managing 
director. 

But the Europeans might 
be looking in the wrong di- 
rection. Whatever happens 
to the Japanese, the Ameri- 
can carmakers in Europe— 
General Motors and Ford— 
are likely to end up winners 
as the trade barricades 
come down. That's because 

and Ford—and Volks- 

neer, who once worked at Renault. 
Italy, because it is so dominated by 

Fiat, which holds more than 60% of 
the local market, could be a particu- 
larly attractive target. "Italy is one of 
the highest-margin markets in Eu- 

A world to win 
Strong at home, Fiat, Renault and Peugeot could be 
more vulnerable when Europe's trade barriers fall. 

-Market share- 

the most attractive for the oth- 
to attempt to gain a foothold," 

ers to colonize Europe as they colonized say§ Michael "ammes'. Chrysler's 
vice president of international opera- 
tions. "But it's naive to think that all 
the barriers will come down in a year. 
Figure four to six years, a gradual 
process." 

GM is certainly optimistic. Despite 
fears of excess auto capacity afflicting 
Europe as the Japanese build plants, 
GM right now is considering reopen- 
ing an assembly plant in Belgium to 
expand its European capacity. 

"We think more pan-European than 
any of our competitors," says Andrew 
Napier, who heads Ford-Europe's 
1992 task force. "We're not going to 
get it handed to us on a platter, 
but 1992 will be a good opportunity 
for us." 

The profit potential is huge. Over- 
all, the European car business pro- 
duced $8 billion to $10 billion in prof- 
its for manufacturers the past two 
years. The Americans are doing espe- 
cially well (FORBES, Mar. 20). Last year 
alone GM reported profits of $1.8 bil- 

lion in Europe, Ford $1.6 
billion. Both set first-quar- 
ter profit records in Europe 
as well. 

Now Chrysler is angling 
for a small slice of the Euro- 
pean action, increasing ex- 
ports from North America 
and planning small Europe- 
an assembly plants. One 
will make 100,000 small 
Jeep-type vehicles in a joint 
venture with Renault, 
while a second plant—still 
under consideration— 
might churn out up to 
125,000 Jeep station wag- 
ons or minivans a year. 

Will the Europeans com- 
plain about the Americans 
as they have been about the 
Japanese plans? Not likely. 
Unlike the Japanese, the 
U.S. has given European 
auto companies a fair shot 
at the U.S. market. Just 
look at all the BMWS and 
Mercedes on American 
highways. What's more, the 
Yanks actually design and 
build their cars in Europe, 
much more so than the Jap- 
anese plan to do. At any 
rate, the Europeans must be 
at pains to prove the Com- 
mon Market is not a closed 
market, and they would be 
hard put thus to discrimi- 
nate against the already 
well-established U.S. com- 
panies. ■ 

GM 
wagen, too—already are, in 
effect, pan-European in ap- 
proach, compared with 
more narrowly based com- 
petitors such as Fiat of Italy 
and Renault and Peugeot in 
France. 

Each of the two U.S. 
companies, with factories 
in the U.K., Germany, Bel- 
gium, Spain and France, ac- 
counts for about 11% of 
Western Europe's car mar- 
ket (see table). As trade bar- 
riers fall, "the Americans 
and the Japanese should 
gain," says Francois Cas- 
taing, Chrysler's chief engi- 

Western 
Europe Italy        France    Germany      U.K 

14.9% i% 6% 29% 6% 

Fiat 14.9 61 

Peugeot-Citroen 12.9 32 

Ford 11.3 15 27 

GM 10.4 16 15 

Renault 10.2 32 

Western European figures based on 1988 data; others on 1986 
Sources. Fiat; Motor Vehicle Manufacturers Association 

■ 

Jean Francois Allaux 
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The Purdey firearm. Created by James 
Purdey and Sons, the fabled London 

firm that has been gunmaker to the royal 
family since Queen Victoria's reign. 

Today, the company's impeccable tra- 
ditions are scrupulously maintained under 
the direction of The Honourable Richard 
Beaumont, son of the Second Viscount 
Allendale. 

For more than 170 years, Purdey has 
produced sporting guns so distinctive, no 
two are exactly 
alike. The barrel of 
one cannot be inter- 
changed with the stock of 
any other. 

So meticulous is their construction, 
only 70 are produced in a year. So artful is 
Hand-engraving is a 
hallmark of 
Purdey 

1 

Purdey and Rolex: 
The most refined expressions 

of their respective arts. 
every Purdey is custom-made. Distances be- 
tween the owner's eye, cheek, shoulder and 
trigger finger are calibrated. The measure- 
ments are designed 
into the stock to en- 
sure that each gun 
is precisely fitted to 
its owner. 

Richard 
Beaumont is a 

man who main- 
tains standards 

of craftsman- 
ship that speak 
of a more civilized time. Which makes 

his choice of a Rolex understandable. 

ROLEX 

their workmanship, 
'every one is signed 

by the craftsman who made it. And 
so enduring is their precision, Purdey 
guns are traditionally passed down 
from generation to generation. 

Under Richard Beaumont's 
chairmanship, the most rigid 
traditions of bespoke gunmak- 
ing prevail, ^very part of 

Purdey utilizes the finest 
craftsmen in the world. 

Datejust Oyster Perpetual Chronometer in stainless steel and 18kt. gold with Jubilee bracelet 
Write/oil brochure. Rolex Watch ISA. fnc,Dept 678 Rolea Building, 665 Fifth Avenue, Neu York, Veu Yorkl0022- 

©1985Rule, Watch US.A,Im 

Doteiust, Oyster Perpetual, Jubilee ore trademarks 



'The way Chubb takes care of us, we may never find out 
how good their insurance claim service is" 
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II 

An ounce of prevention is worth a pound of cure. The wisdom is conventional. Our 
So we have what may well he the finest loss control capabilities in the insurance industry, 
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A fervent free trader concedes that, without 
a bit of a shove from the U.S., thefapanese 
will simply not play the game. 

"Pressure has 
its uses" 

A chat with Jagdish Bhagwati 

By Lawrence Minard 

SO RELENTLESSLY DO JAPAN'S 
trade surpluses grow that even 
the most liberal free traders 

now agree that some U.S. government 
pressure is probably necessary to 
change Japanese buying preferences— 
even if such pressure does little to 
reduce our trade deficit. 

"I think we are absolutely right in 

kicking the Japanese government a 
little," says Jagdish Bhagwati, a Co- 
lumbia University professor and a 
high priest of free trade. "Just as our 
government tells people to buy Amer- 
ican, it would be a good idea to get the 
Japanese government to get the Japa- 
nese to buy foreign." 

Such a statement would be com- 
monplace but for the fact that Bhag- 
wati is one of the academic world's 

Jun?> Marttwig 

/•>•('(• trade exponent Jagdish Bhagwati 
"Our domestic personal savings—private savings -has collapsed. 

strongest exponents of the benefits of 
open and untrammeled trade. His re- 
cent book, Protectionism (MIT Press, 
$16.95), has been enthusiastically re- 
viewed by such journals as the Finan- 
cial Times and the Economist. It is a 
witty but damning indictment of 
businessmen, labor leaders and politi- 
cians who would protect their own 
narrow interests by advocating pro- 
tectionism at the expense of the gen- 
eral welfare. 

Yet Bhagwati concedes, in an inter- 
view, that Japan is a troublesome trad- 
ing partner that may merit special 
tough treatment. Bhagwati: 

"Ever since Commodore Perry 
opened up Japan, the Japanese have 
seen the external world as essentially 
one that offers technology and ideas 
which they want to use under strict 
controls themselves. In this sense, 
they are inward-looking. But they're 
outward-oriented in the sense that 
they see the external world as a great 
opportunity, as something to exploit. 

"It's completely different from the 
way Americans see the world. We're a 
nation of immigrants. We've never 
been great traders. Trading has never 
been psychologically important to us. 

"As a result," Bhagwati continues, 
"Japanese buying preferences are very 
different from ours. They'll break 
down, but gradually. And in this we 
are right to press them. Many Japa- 
nese economists and bureaucrats I've 
talked to say that they like the pres- 
sure—that the Liberal Democratic 
Party cannot move on agriculture un- 
less there's intense pressure from the 
outside." 

But be careful, Bhagwati warns. The 
pressure must be applied fairly gently. 
Hitting the Japanese with the club of 
trade retaliation won't work. 

"The Japanese don't see themselves 
as unfair traders," Bhagwati replies. 
"They see themselves as extremely 
competitive. And they see us—and 
the Europeans even more—as using 
the 'unfair trade' issue unfairly." 

A better way, says Bhagwati, is to 
use the threat of retaliation "to play 
the good-cop-bad-cop routine. If (spe- 
cial trade representative Carla] Hills 
and President Bush go close to the 
brink and then say they'll hold the 
pressure in abeyance, this will carry 
far more weight with the Japanese. 
Then the pressure can be used to push 
the Japanese into the Uruguay Round 
of the GATT [General Agreement on 
Tariffs and Trade] talks, where we can 
then get a whole lot of (free trade] 
disciplines established. 

"Pressure is good: Without pres- 
sure, nothing will happen. But the 
pressure should be used to get Japa- 
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nese concessions to all trading part- 
ners, not just to us. There's no harm 
in telling the Japanese government to, 
say, buy foreign. But to force people to 
buy foreign doesn't make sense. It vio- 
lates the very basis of international 
trade." 

In any case, warns Bhagwati, don't 
expect much in the way of results 
from trade negotiations. The causes of 
our deficits and Japan's surpluses are 
more fundamental. He says: "The real 
problem is the excess spending in our 
system. What has happened since 
1982 is simply this: Our domestic per- 
sonal savings—private savings—has 
collapsed. It was always low, but now 
it's gone lower. What you've had is an 
average net savings—from domestic 
sources—of 5% of GNP. It used to be 
around 10%. 

"So in my view, the real crisis fac- 
ing America is that in the Far East the 
economies save far more than we do. 
And this is a double whammy, be- 
cause if you don't invest more you 
also don't implement your technical 
innovations more. 

"In the long run," Bhagwati con- 
cludes, "our competition with Japan 
cannot be won if we keep this low 
rate of savings. The Japanese are in- 
novative, and we, too, are innovative. 
But if we save and invest too little 
compared with the Japanese, who 
save two or three times as much as 
we do, then all you need is a calcula- 
tor to see that within one generation 
we will be behind Japan—no matter 
what kind of trade policy we have, no 
matter how much we get them to 
import from us." ■ 

Block that quota 
A conspiracy between the pro- 

ducers and governments of 
two countries to screw the consu- 
mers." That's how Brookings Insti- 
tution economist Robert Lawrence 
describes import quotas. Now a 
new government report shows how 
bad the shellacking has been. 

The study, recently issued by the 
Federal Trade Commission, looks 
at the so-called voluntary restraint 
agreements that limit U.S. imports 
of steel and autos, and at the Multi- 
Fiber Arrangement that protects 
U.S. textiles and apparel. Cost of 
these programs? According to the 
Federal Trade Commission report, 
the net loss to the U.S. economy is 
nearly $21 billion per year. 

Mind you, that $21 billion is a 
net loss: The study carefully fac- 
tors in all the benefits—higher 
profits and greater employment in 
the protected sectors—as well as 
the costs that accrue to the U.S. 
economy from quotas. 

The FTC arrived at the $21-bil- 
lion-a-year number by looking at 
what happens to other, nonprotect- 
ed sectors of the economy that use 
the protected products. Example: 
Caterpillar tractors embody a lot of 
steel. The price of steel is higher, 
thanks to the quotas that limit 
U.S. steel imports from countries 
such as Japan, South Korea and 
West Germany to a total of 21.3 
million tons a year. This helps 
make Cat's products more expen- 
sive at home and overseas. Like- 
wise with cars and thousands of 
other products. 

In theory, such quotas are illegal 

under the General Agreement on 
Tariffs and Trade. But the U.S. cir- 
cumvents the spirit (if not the let- 
ter) of GATT by calling the quotas 
"voluntary agreements," freely ne- 
gotiated between ourselves and our 
trading partners. 

Why do our trading partners let 
us get away with this? "We bribe 
them," says David Tarr, author of 
the report. Quantitative restraints, 
he reminds, let foreign companies 
earn "quota rents"—far higher 
profits than they would otherwise 
make. The study puts the quota 
rents pocketed by foreign auto, 
steel, textile and apparel manufac- 
turers at $14 billion in profits. 

According to the FTC study, the 
172,000 jobs "protected" by quotas 
cost $ 120,000 per job. Or put it this 
way: If all quotas on steel, cars and 
textiles and apparel were removed, 
it would cost only $1.6 billion over 
the next six years for displaced 
workers to find new jobs. 

Labor leaders tend to argue that 
without tariff or quota protection, 
U.S. employment will shift to low- 
wage jobs—hamburger-flipping for 
McDonald's, for example. Eye- 
wash, says Tarr. His study shows 
that the removal of quotas will 
tend to increase slightly real wages 
throughout the economy. Workers 
would shift to more efficient, high- 
er-paying occupations. 

Clearly, the economic case for 
free trade is overwhelming, but, as 
economist Jagdish Bhagwati says 
in the accompanying interview, 
free trade sometimes needs a bit of 
muscle behind it—Ronald Bailey 

"The Japanese are 
innovative and we, too, are 
innovative. But if we save 
and invest too little 
compared with the 
Japanese, within one 
generation we will be 
behind Japan—no matter 
what kind of trade policy 
we have, no matter how 
much we get them to import 
from us." 
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When the publishers of this many newspapers 
all agree on anything,that's news. 

But that was the story 
when agroup of industry experts said, 
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Dan Mac haj 
Manager, Design and Development 
Graphic Systems Division 
Rockwell International 

In recent years, the newspaper business has been faced with an 
increasing need to print more color. Unfortunately until recently color 
could only be added at the cost of overall page count. But thanks to 
an industrywide advisory group formed by Goss Products, the graphic 
systems people of Rockwell, newspapers are now able to have their cake 
and eat it, too. Here's the story from the people who made it happen. 
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Thomas M. Cox 
Production Director 
The New \brk Times 

* 

k> Michael Bella 
Vice President 
Production Director 
The Times Journal CQ 
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V 

m 
Kienzle: Today's daily newspapers 

need the ability to compete with other 
media for advertising revenues— 
tv, magazines, preprinted inserts. 

Gledhill: Well, its no longer a black 
and white world. As we told Rockwell, 
we wanted the ability to print a full 
96-page Los Angeles Timesalong with 
process color. 

Cox: I first got involved when my 
boss came in and said, "The Grey Lady's 
going color" That was a first for us. 

Kienzle: The original idea for the 
Colorliner press went back to some dis- 
cussions we were having with Gannett, 
isn't that right, Danny? 

Machaj: I thought it was all your idea. 
Kienzle: Well sure it was. But those 

initial discussions led the engineers to 
putting some circles on paper to see how 
we could do things better. Then DannyS 
guys built, would you believe, a plywood 
mockup of the Colorliner. 

Bella: Actually, it looked pretty good 
made out of wood. 

Cox: It was certainly the first 
wooden press we ever bought 

Machaj: These guys climbed all 

over that thing. And they were not 
at all bashful about telling us what 
they thought. 

Bella: That group had a lot of 
input on the design. I think it was the 
first time I ever saw Goss (or anybody 
else) sit down with a group of people 
and say, "Look, tell us what you think 
about this. Ids important" 

Kienzle: I think weVe done more 
customizing to customers' wants and 
needs than ever before in the history 
of our company 

Cox: You had the feeling that they 
were working with you... that you had 
input into the design and manufacture 
of your press. 

Bella: Right Everybody wanted 
something different We chose a very 
colorful press, a press that can open 
doors for us in commercial printing. 

Gledhill: All we wanted was a 
press that would put us in the forefront 
of technology for the next 40 years. 

Machaj: Obviously we can't do 
everything everybody's way We have to 
make some final calls. 

Bella: But there really did seem to 

Mike Kienzle 
Director, Marketing & Sab 
Graphic Systems Division 
Rockwell International 

/. 

be a middle ground that everybodys 
happy with. We Ve got our first press up 
and running and I'm sure that soon 
we'll have another meeting to get back 
together and say, "WeVe got some of 
these presses running now and here's 
what we're finding." 

Kienzle: You'll be glad to hear it's 
already in the works, Mickey. 

Cox: The one thing you can say 
is the people are customer oriented. 
I don't care how long youVe had a 
Goss press, they're going to back you up. 

Let's reach a little higher. 
Rockwell's Graphic Systems Division is 
an acknowledged leader in large news- 
paper printing presses and part of our 
international team of more than 100,000 
Rockwell people. Working together 
and with our customers, we apply 
science and technology to reach a little 
higher in aerospace, electronics, auto- 
motive, industrial automation and 
graphic systems. If you'd like to know 
more, write: Rockwell International, 
PO. Box 39185, Department 815R-03, 
Los Angeles, CA 90039. 

Rockwell 
International 

..where science gets down to business 
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Introducing a 
revolutionary idea in insurance. 

The customer. 

It's a bit shocking at first. Some 
might even say radical. But like most 
revolutionary ideas, this one isn't new. It 
just hasn't been around 
in a while. Except in a 
few places, like Atlantic 
Mutual. 

For over 145 years 
we've put the customer 
first and it hasn't 
hurt us one bit. The 
secret of our suc- 
cess? A very simple 
discovery: Never 
group dissimilar 
customers together. 
Recognize their 
differences and 
take it from there. 

Instead of 
lumping you 
together with all 
our other cus- 
tomers, we pool 
you with those 
that share similar risk 
potentials. So your premiums are 
based on reason, not blind 
reaction. r* 

Combined with our J^ 
effective loss control measures, 
our careful underwriting 
of similar risk groups 
makes dividends 

a real possibility for our commercial, 
marine and personal lines customers. 
In fact, those dividends have 
been an indication of our financial 

soundness through all the bright 
and dark areas of the 

economic picture. 
We've issued 
them to one group 
or another every 
year since 1855. 
Add exceptional 
responsiveness 
through a network 
of agent and 
broker information 
processing 
systems, fast claims 
service, and prompt 
delivery of policies 
and amendments, 
and you'll understand 
why protecting our 
customers' interests is 
our biggest claim. 

After all, wasn't 
customer protection the 

whole idea of insurance in the first place? 
Atlantic Mutual, 45 Wall Street, 

New York, NY 10005. 

i^b Atlantic-Mutual 
What insurance is supposed to be. 



The Soviet Union knows it must change, but change is met with 
resistance at every turn. Herewith a glimpse of how perestroika 

is shaking up information and computers in the U.S.S.R. 

Three weeks 
that shook my world 

RECENTLY SPENT THREE WEEKS 
in the Soviet Union. I went 

I neither as a tourist nor as a conventional journalist 
but as a computer professional seeking to meet 
Soviet computer professionals. It was an exhilarat- 

ing but unsettling insight into a world that knows it must 
change but whose people lack the pragmatic attitudes and 
experience that make change possible for Americans. Con- 
trary to Communist promise, the Soviet state has not 
withered away. In fact, the people have withered away, 
leaving only a rigid system with no capacity for change. 

In those three weeks I interviewed no government big- 
wigs but got something more useful: a glimpse into the 
Soviet system as it exists for people with interests similar 
to mine. I came away depressed by the magnitude of the 
problems facing Soviet reformers but impressed by the 
intelligence and literacy of the people I met. I came away 
shaken by this glimpse of a world so like our own yet so 
utterly different. 

On the surface, the Soviet Union is an industrial society, 
but underneath it is the most primitive of societies, more 
primitive in some ways than most Third World countries. 
Metaphorically speaking, the Soviet government has 
turned its people into a society of 
hunter-gatherers; in the human sense 
the country has reverted to a preagri- 
cultural phase of social development. 

Here's what I mean by this: Farm- 
ers, agricultural people, by the skill of 
their sowing, cultivating and reaping, 
have some control over their econom- 
ic fate. Hunters and gatherers of wild 
fruits and nuts, by contrast, depend 
largely on chance: The quarry's there 
or it isn't; the nuts are on the tree or 
they are not. 

So it is economically for the 285 
million inhabitants of the Soviet 
Union. They see their world as an 
environment over which they have no 
control, rather than as a friendly, mal- 
leable place of tools and facilities they 
can manipulate productively. They go 
to work every day and get paid for 
showing up or even just for existing; 
there's no real or apparent connection 
between their efforts and the money 
they receive. ("They pretend to pay 

By Esther Dyson 

Chas B Slackman 

Mil 

"They go to work every day and 
get paid for showing up. Their 
meager pay is not real money 
but merely tokens that enable 
them to forage and scavenge 
for chance plums in shops 
peopled with rude clerks." 

us; we pretend to work.") Their mea- 
ger pay is not real money but merely 

tokens that enable them to forage and scavenge for chance 
plums in shops peopled with rude clerks. 

Just as the prehistoric hunter-gatherers were dependent 
on the chance appearance of some tasty animals or berries, 
so do the Soviet citizens hope (with little power to influ- 
ence such events) for a shipment of jam to local stores, or 
the random appearance of a good book or a cache of high- 
quality, 45-ruble slippers courtesy of a sidewalk vendor. 

There is a joke about the store "Principle" in Moscow: 
In Principle, anything is available, and any legal activity 
can be arranged. Unfortunately, no one has managed to 
find Principle. 

This is a workers' paradise, perhaps. But the government 
forgot that workers are also consumers. 

Perestroika marks the beginning of a break in this hunt- 
er-gatherer scarcity society. For the first time in decades 
people in Soviet society have at least the opportunity to 
take charge of their own economic destinies. As an alter- 
native to state-owned enterprises with their almost uni- 
versally shoddy goods, the government now officially en- 
courages, not private ownership as we know it, but cooper- 

atives. These are government- 
condoned private enterprises. In the 
context of the hunter-gatherer soci- 
ety, these are for Soviet citizens what 
agriculture was for the hunter-gather- 
ers of primitive times—a means of 
controlling the environment, invest- 
ing in the future, engaging in produc- 
tive activity in a such a way that 
efforts produce results. 

Why cooperatives instead of private 
businesses? Because the former 
strives for some of the advantages of 
private businesses with a less total 
break with Marxist-Leninist ortho- 
doxy. Individuals don't own the 
means of production,- the cooperative 
does. Thus in theory there is no "ex- 
ploitation" in these businesses. 

The Russian cooperative move- 
ment came into flower just last year. 
Earlier, cooperatives were legal in the- 
ory, but the registration requirements 
were so onerous that few existed; 
now, theoretically, approval is rou- 
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tine, if slow. 
What has changed most recently is 

that a new class is, through coopera- 
tives, experiencing the joys and digni- 
ties of productive labor and the atten- 
dant, related rewards. Now the intel- 
ligentsia are participating, as 
computer programmers. The earlier 
co-ops tended to be a legalization of 
existing moonlighting enterprises: 
taxi drivers, restaurants, repair work 
and the light manufacture of all kinds 
of junk—T shirts, buttons and the 
like—and high-markup resale of com- 
puter systems from the West. But the 
new generation of cooperatives is a 
boon to the Soviet Union's computer 
buffs and professionals. And it gives 
the country an opportunity to unleash 
some of the brains and talent lying 
dormant in this stagnant economy. 

Some computer co-ops are allowed 
to have hard-currency accounts, 
which could mean access to Western 
computer products. Unfortunately 
most co-ops have few ways to get hard currency, except for 
restaurants that cater to foreigners. To get foreign curren- 
cy and access to foreign products, a cooperative needs to 
find a way to earn foreign currency. The quickest way is by 
forming a joint venture with a foreign company. Joint 
ventures with foreign companies offer not only access to 
hard currency but a partner who might pay for travel 
abroad, and other delights. 

While there are some 80,000 co-ops, which require only 
a government registration (no trivial matter, to be sure), 
there are fewer than 100 active joint ventures, which 
require a consenting foreign organization on the other 
side. And estimates are that only a fraction of those joint 
ventures are active. Yet achieving a joint venture is every 
cooperator's dream. At least half the co-op members we 
met asked us if we'd be interested in forming a joint 
venture. For these people, a foreign deal seems almost a 
magic wand. The constant requests for joint ventures 
became a sad joke. 

Do joint ventures actually exist in 
the computer field? A few. One such, 
Fv Dialogue, is teamed with Manage- 
ment Partnerships International of 
Chicago. It distributes Microsoft soft- 
ware, runs training classes for adults, 
installs computer systems and soft- 
ware and is angling for a contract to 
do formal Russification of several Mi- 
crosoft packages. While I was there, 
the company held a formal seminar 
announcing Microsoft's QuickPascal. 
One jv Dialogue programmer told me 
how valuable Microsoft's visit was, 
not for the information about Micro- 
soft's products, but for being able to 
talk to Microsoft people about how 
they do things: How long does it take 
to build a product? How many people? 
And so forth. The Soviet program- 
mers are a capable lot, but I met nary a 
product manager among them. 

iv Dialogue's office building in a 
desolate Moscow suburb was a pleas- 
ant place to hang out at, although a 

"We couldn't get a clear picture 
of who owned what; 'We're all 
friends here,' was the default 
response. Mostly profits were 

to be reinvested, so the 
question of who gets what 

share hadn't been addressed." 

^-ti 

"The co-ops are immature by 
Western standards, run by 

individuals who have had no 
experience in running a 

business. But how could they, 
in a land where formerly 

almost everything was run by 
the state?" 

little more chaotic than a similar or- 
ganization in the West. There's an 
employee cafeteria to encourage com- 
pany spirit, provide an extra benefit, 
and save the time employees would 
otherwise spend scrounging for food. 

All this raises an interesting ques- 
tion: Where do the co-ops get their 
people, funds and resources? Most of 
the co-op participants we met contin- 
ue to work at—or at least show up 
at—their government jobs, and fre- 
quently use their regular work facili- 
ties as the co-op's. Arrangements 
vary, and the formal institution gen- 
erally gets some kind of rent or pay- 
ment in kind from the co-op. 

Not only were the relations be- 
tween the government institution 
and the co-op somewhat murky, so 
were the relations among the various 
co-op members. In most cases, we 
couldn't get a clear picture of who 
owned what; "We're all friends here," 
was the default response. In one case, 

a group told us that they were now wrestling with this 
question, but mostly profits were to be reinvested, so the 
question of who gets what share hadn't been addressed. 
(Legally, as far as I can tell, the ownership is distributed 
among voting members according to their salaries.) 

Co-ops also have workers who are not members, gener- 
ally limited to around 30 per cooperative, but many hire 
contractors in an arrangement that enables them to exceed 
that limit. 

Equipment? The current Soviet supply of computers 
consists of a lot of domestically made mainframes, gener- 
ally knockoffs of Western machines, and several hundred 
thousand personal computers. About 75,000 of these are 
IBM clones, many from such places as Sweden or the Far 
East, according to Richard Judy of the Hudson Institute. 
These pes typically come with a copy of Microsoft DOS— 
not necessarily licensed—and an English/Russian data- 
base application developed by the reseller for the user, 
usually using dBase or written from scratch. (Borland 

languages do well, but Paradox hasn't 
acquired much of a following.) 

Overall the co-ops are remarkably 
immature by Western standards, run 
by individuals who have had no expe- 
rience in running a business. But how 
could they get such experience in a 
land where formerly almost every- 
thing was run by the state? 

For example. I was approached by 
one young man who wanted help in 
arranging a U.S. joint venture to help 
market a database on Soviet commer- 
cial law. This would be a tremendous- 
ly valuable product for companies at- 
tempting to do business in a country 
where no one person knows what the 
law is—and where the laws are only a 
starting point. The laws are regularly 
flouted, both by smooth operators 
who can wiggle their way around re- 
strictions and by government officials 
who know they have power on their 
side. Half the laws people live by 
aren't formal, published documents 
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but rumors, local-government deci- 
sions and the like. 

But this young man with software 
aspirations had no prospectus to de- 
scribe his offerings, no sample disk- 
ettes, not even a business card. He 
hadn't the foggiest notion where to 
start. In the U.S. all kinds of informa- 
tion and help are available for anyone 
trying to start a business. There are 
books, manuals, consultants, govern- 
ment departments, publications. 
Here, nothing. There's no infrastruc- 
ture to provide the experience and 
knowhow these startups lack. 

Computer hackers in the Western 
sense don't exist in the Soviet Union. 
Yet there exists a sizable but indeter- 
minate community of free spirits who 
operate almost like freelance profes- 
sionals in the U.S. Most of them seem 
to make their living writing dBase 
applications for offices and factories, 
and they hope to make a killing 
with Russian spelling-checkers and 
dictionaries. 

Alexei Pazhitnov, the author of Tetns, a hot computer 
game in the world market, is one such. I met with this 34- 
year-old freelancer a couple of times, fudging by what I 
saw, success hasn't actually changed his life much. He 
lives well by Soviet standards in an apartment with a 
separate living room and a small balcony on the 14th floor 
of a typical Moscow apartment building that he shares 
with his wife and two children. Besides the outsize apart- 
ment, he has one other luxury: a computer at home. But he 
is not even modestly rich: The rights to Tetris are in fact 
owned by the academy he works for, which now has a 
substantial hard-currency account because of it. 

While Pazhitnov doesn't have any direct rights to that 
money, it certainly influences his relationship with the 
academy, which has every reason to regard him as a 
valuable associate. He's not enthusiastic about the various 
versions of Tetris that have appeared on the market with 
military backgrounds, but he has high hopes for some 
games he hopes to sell through the jv 
Dialogue cooperative. 

Zodiak is a computer co-op started 
by Igor Manko, who had run one of 
Moscow's two personal computer re- 
pair operations for the goverment. 
Trained as a scientific engineer, he 
liked the physical, tangible satisfac- 
tion of fixing computers—and, evi- 
dently, the physical, tangible satisfac- 
tion of running a co-op. His associate 
is Alexei Semyonov, a career academ- 
ic. With Semyonov's support, Manko 
is running a multicomputer operation 
to teach children Logo at a children's 
computer club in a tony south Mos- 
cow residential area, overseeing a pro- 
gramming shop and adult computer 
school, and selling and installing 
Swiss textile-making systems. 

Manko is the genuine article, too 
busy running his business to spend 
much time with curious visitors— 
and uninterested in publicity because 
he already has a backlog of two years' 

"Computer hackers in the 
Western sense dont exist in 
the Soviet Union. Tet there 

exists a sizable but 
indeterminate community of 

free spirits who operate 
almost like freelance 

professionals in the U.S." 

"Byers believes that people 
should work together, but 
that each should carry his 

own weight This 
sounds socialist from a U.S. 

perspective, but 
dangerously inegalitarian in 

the Soviet Union." 

work. His operation seemed low-key 
and, like most co-ops, somewhat arbi- 
trary and eclectic in its choice of proj- 
ects. That's less surprising if you 
think back to the hunter-gatherer 
mentality that eschews strategy and 
makes use of the resources at hand. If 
Manko had met an Italian company in 
the automated sausage plant busi- 
ness, or if Semyonov were a BASIC 
bigot, Manko could just as easily have 
followed those directions. 

Worth a closer look is the U.S.-Sovi- 
et joint venture, jv Dialogue. This is 
the closest thing to a Western-style 
company that I saw. 

jv Dialogue was started 18 months 
ago by Peter Zrelov, who had run MIS 
for the Kamaz truck plant. The com- 
pany is focused on the computer busi- 
ness, beginning as a computer reseller 
and software house. Often the value 
added by computer co-ops is nothing 
more than a database in a market 
where an XT clone goes for 50,000 

rubles ($80,000) and an AT clone goes for 80,000 rubles 
($130,000). But jv Dialogue is one of the more legitimate 
enterprises, and was looking to support Western products, 
not just resell them. 

Ultimately, a local five-percenter (FORBES, Feb. 6] intro- 
duced jv Dialogue's Zrelov to Joe Ritchie, the Chicago 
options trader who is currently bidding for Eastern Air 
Lines and who has an intense interest in overseas business. 

The resulting joint venture was based more on Zrelov's 
character than on any specific business plan—an eminent- 
ly sensible way to do business. Good people can find 
resources, and, in the Soviet Union, they can certainly find 
a market; the shortage is of people to carry things through. 
To represent the U.S. side, Ritchie brought in Jack Byers, 
who had previously run several systems integration busi- 
nesses in the States, and who has ideas about employee 
motivation, teamwork and responsibility that are pretty 
strange to most Russians. In short, Byers believes that 
people should work together, but that each should carry 

his own weight. They are not so much 
equal as interdependent, and focused 
on accomplishing tasks rather than 
on individual effort. This sounds so- 
cialist from a U.S. perspective, but 
dangerously inegalitarian in the Sovi- 
et Union. Which is probably an indi- 
cation that it makes sense. 

Maxim Khomyakov is a fiftyish dis- 
sident who twice lost academic jobs 
because he is Jewish (Jews are consid- 
ered a separate nationality in the Sovi- 
et Union, and subject to much preju- 
dice). He lives as a freelance program- 
mer and as head of Terminal, a 
smallish co-op. His co-op sells used 
computers with custom or packaged 
software. The software includes 
Djinn, a Russian add-in dictionary 
written by fellow freelancer Arkadu 
Borkowsky. Djinn (Genie) sells for 
300 rubles, $480 at the official rate. 

Precisely because most application 
software in the Soviet Union is cus- 
tom, it is easier to sell new ideas and 
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eschew standards. Terminal, Kho- 
myakov's co-op, is thus creating a 
soup-to-nuts software project, Chaos 
(for Concurrent Human-Assisted Ob- 
ject System). Chaos will have a whole 
new object-oriented operating sys- 
tem. This would be madness in the 
U.S., but connectivity is a distant 
dream in the Soviet Union, so there is 
no great need to make Chaos inter- 
operable. Khomyakov has contracted 
to deliver it to two customers: Mos- 
cow's number two ball-bearing plant 
(built first, with current standards, 
but second in size) and a meteorologi- 
cal institute, not for forecasting the 
weather but for keeping track of the 
center's operations. The price is 
50,000 rubles for the package. 

Khomyakov lives in a small apart- 
ment on Avant-Garde Street north of 
the center of Moscow, and must clear 
his computer off the living room/ 
bedroom table so that his daughter 
can do her grade school homework. 

The basic idea of Chaos is to build a system that will 
control interactions among people and monitor the prog- 
ress and completion of their work. It may sound a little 
odd to find something so advanced as "groupware" in the 
Soviet Union, but in fact it's the most natural thing in the 
world—the automation of bureaucracy. "Personal produc- 
tivity" is not a term you hear a lot in the Soviet Union. 
The Soviet Union is starting out with a higher percentage 
of networked, integrated systems—virtual minicomputers 
generally tied to a database—and so the actuality of group- 
ware comes as a natural thing even though the word is 
unknown, pes did not enter the market AS personal com- 
puters, but as departmental machines that happened to be 
micro-based. They were rapidly put to work on depart- 
mental tasks—letter writing, database and the like. 

One might think that the typical Soviet citizen would 
love the cooperatives and cooperators as harbingers of 
change in their dismal lives. Not so. The Soviet Union is at 
a point where everybody agrees that change is necessary, 
but change confronts resistance at ev- 
ery juncture. 

To understand why, consider again 
the image of hunter-gatherers in an 
industrial landscape. History does not 
record what the mass of hunter-gath- 
erers in primitive times felt about the 
early cultivators. My guess is they felt 
the same hostility that most Soviet 
citizens feel today toward the new 
cooperatives. What envy and hatred 
those early farms must have pro- 
voked. "Land belongs to everyone!" 
those early hunter-gatherers must 
have grunted. "Why should he have 
special rights to the berries in this 
field?!" "He is eating well while we 
are hungry!" How many farmers were 
killed or plundered in self-righteous 
rage by jealous, less foresighted hunt- 
er-gatherers? 

This is almost precisely what hap- 
pened last November. The Soviet 
press broke the story of Artem Tara- 
sov, who through apparently legm- 

"Even when no one is trying to 
stop yon, the sheer logistics of 
daily life can wear yon down. 

Making phone calls in the 
Soviet Union is always an 

adventure. First of all, one out 
of four times yon get a wrong 

number." 

"The Soviet press broke the 
story of Artem Tarasov, who 

through apparently legitimate 
transactions managed to pull 

down the inflammatory sum of 
3 million rubles. Outrageous! 
The man must be a profiteer." 

mate transactions managed to pull 
down the inflammatory sum of 3 mil- 
lion rubles. Outrageous! The man 
must be a grasping profiteer. Public 
opinion against the co-ops worsened, 
and in December the government im- 
posed heavy taxes and restricted co- 
ops from engaging in publishing, 
medicine and general education. 

In response to complaints that 
some resellers were marking up their 
products by several hundred percent, 
the government limited markups to 
11%. By definition, entrepreneurs are 
imaginative people, so most coopera- 
tive computer resellers got around the 
rule by moving into the value-added 
business, with software, thus con- 
tinuing to charge whatever the mar- 
ket would bear. Nevertheless, the 
public resentment against "profi- 
teers" remains strong. 

Nor will it soon dissipate. Even 
though there is rampant cynicism 
about the Soviet state, Lenin's stated 

goals of equality remain almost a religious belief here. 
Morality is not a private matter in the Soviet Union; it is 
everybody's business, and greed is not the accepted evil it 
is in the U.S. and elsewhere in the capitalist world. The 
relevant question here is not, Is it legal?, but, Is it right? 

There is a horrible irony in all this. This is a society 
where everyone breaks the rules; there is no other way to 
survive. But there is a resentment tinged with moral fervor 
against those who bend the rules more boldly or more 
cleverly. Anyone who makes a lot of money must be 
bending the rules ruthlessly. 

The more I pondered this, the more I despaired at the 
task facing the Soviet reformers. Change flies straight in 
the face of two principles that have been drummed into 
Soviet minds at least since the mid-1920s: egalitarianism 
and the illegitimacy of the profit motive. Above-market 
returns and above-average living standards have all the 
moral legitimacy of making a killing in Las Vegas: Honor- 
able people don't approve. The freedom of the "free" 

market, to Soviet thinking, is akin to 
the freedom of "free" love: It may be 
natural, but it's not right. 

Changing one's thinking to reflect 
changed realities requires energy, and 
energy is in short supply here. The 
overwhelming impression one gets of 
Soviet society is that it functions at 
an extremely low level of energy. 
Fighting the system saps people's 
strength. Government workers proba- 
bly operate at 10% of capacity; co-op 
workers, at 20%. Effort doesn't pay— 
it may in fact be dangerous—so no- 
body much tries. 

Thus time means little here. People 
are perennially late because they have 
no fear of missing opportunities. In 
general, nothing assumes great urgen- 
cy in the Soviet Union. Anything that 
doesn't get done today could probably 
get done tomorrow, or wasn't worth it 
anyway. I saw a great indifference to 
whether scheduled appointments ac- 
tually happened, phone calls were re- 
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turned, whatever. 
One day, for example, a low-level 

official I had arranged to meet showed 
up 20 minutes late, at 10 of 2. I chat- 
ted with him in his car for another 30 
minutes until, finally, I asked tenta- 
tively, "Didn't you say something 
about lunch?" "Oh, yes," he replied. 
"We're just waiting for my wife and 
son." At 3 p.m. the wife and kid 
showed up, with a story about the 
kid's fishing that had kept them from 
arriving earlier. Our group assembled, 
the father decided that we should eat 
in the Mezhdunarodnaya (Interna- 
tional) Hotel, a pseudo-Hyatt favored 
by American businessmen—and 
closed to ordinary Soviet citizens. As 
we neared the entrance, my host said, 
in English, "It is our fashion to speak 
in English in front of the portieres 
[i.e., porters, i.e. guards]." It worked. 
We were allowed in. Most of the ho- 
tel's restaurants would take only for- 
eign currency, which my host lacked. 
Finally we found a dank and forbidding place that carried 
no foreign-exchange-only sign. But here we were ignored. 
"Let's go," I said as the maitre d' passed by for the fifth or 
sixth time. "This doesn't look very good anyway." And 
suddenly the lights went out entirely, so that there was 
only a dim glow from the foyer of the hotel behind us. 
None of the diners seemed terribly surprised. 

But even when no one is trying to stop you, the sheer 
logistics of daily life can wear you down. Take the tele- 
phone. Making phone calls in the Soviet Union is always 
an adventure. First of all, one out of four times you get a 
wrong number—or, after midnight, a wrong number fre- 
quently gets you. In offices, all lines are direct dial. So if 
you call someone at a company, you ring a particular 
phone at a particular desk. Usually, someone else answers 
(by saying "Allyo," with no identification of person or 
company) and says your party isn't there. 

If you are particularly persistent, the answerer might 
suggest another number to try. That number is usually 
down the hall, but there is no way to 
switch the call. 

Business cards and brochures are 
hard to come by because of the short- 
age of paper, and may be slips of print- 
ed paper rather than proper cards. On 
the subject of paper shortages, one of 
the most touching moments was a 
conversation I had with a would-be 
publisher who was quizzing me about 
my newsletter: "Do you have trouble 
getting paper each month?" 

"No, not really. The subscription 
fees more than cover the cost." 

"But if your circulation doubled, 
then you'd have trouble, wouldn't 
you?" 

Not much use explaining that a 
telephone call and a good credit rating 
will get me all the paper I would ever 
need. 

Copiers are also still extremely 
rare. (I saw just one on the whole trip.) 

In Leningrad I dined with a fellow 
American, Gary Chapman, of Com- 

"Tbe Soviet system—for all its 
lip service to morality—is 

almost totally corrupt. In place 
of rationing by prices in the 
capitalist system, yon have 

rationing by bribery and fixing 
and lying." 

"By paying money, I argued, 
yon signify the value of an 

asset to yon, and the market 
thus ensures that assets go to 

those who value them most 
highly. But in Soviet eyes, the 

market isnt moral." 

puter Professionals for Social Respon- 
sibility, who had arranged the trip and 
invited me to join him, our Soviet 
host, Sergei Ulin, and Ludmilla, the 
translator. We went to Fantanka, a 
cooperative restaurant, for dinner, it 
was expensive and the waiters surly (a 
convoluted Soviet way of expressing 
dignity in a system where service is 
considered servitude). 

But one doesn't go to restaurants in 
the Soviet Union for the food or ser- 
vice. One goes to talk. We four had an 
engrossing conversation after a day of 
chitchat in front of paintings and or- 
nate palace furniture. We talked 
about the price system. 

As the evening wore on, I delivered 
a lecture on how free markets effi- 
ciently ration resources. Thus the 
limited supply of computers should 
go to those willing to pay the highest 
price. People who were willing to pay 
high prices were obviously those who 
best understood the value of a com- 

puter system and would have an incentive to use it well, if 
only to cover their costs. Money is not a moral issue, I 
argued; it's an information issue. By paying money, you 
signify the value of an asset to you, and the market thus 
ensures that assets go to those who value them most 
highly and will use them best. 

Maybe, said Ulin, who works for a semiofficial organiza- 
tion devoted to computerizing the Soviet Union. But the 
Soviet Union isn't ready for this. Speculators are charging 
ridiculous prices so that only other speculators and coop- 
eratives can afford to buy computers. There it was again: A 
market system may be efficient but, in Soviet eyes, it isn't 
moral, nor can you get there from here. . . . 

All you need is more co-ops so that competition will 
drive prices down, I persisted. It is not so simple, said Ulin. 
All these people in cooperatives, they are speculators 
interested only in making money. 

No one was convincing anybody, and we left after pay- 
ing 150 rubles—$240 at the official rate of exchange—for a 

third-rate meal and grudging service. 
We were about to get yet another ex- 
ample of how distrustful people here 
are of a market system. 

Outside, six thugs—i.e., taxi driv- 
ers—were waiting for us. Not one of 
them would take us for less than 30 
rubles—about 15 times the proper 
rate. "See, here's your patriot!" cried 
Ulin. "He's doing this for the good of 
the country!" 

Ulin felt he was thus arguing the 
immorality of maximizing profits. 
Actually, this was an example of 
price-fixing, not of free competition. 
As it happens, one of the drivers spoke 
English, and joined in the conversa- 
tion. "Me, I drive a taxi to make mon- 
ey, to feed my family," he said. Not 
for the good of the country. But there 
was no budging on the price. We 
walked off, and found no taxis. When 
our original man drove up, we got in— 
for 30 rubles. 

The conversation continued. "All 
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that's needed," I said brightly, "is more taxi drivers, to 
keep the prices down." 

Not so, countered our driver. "We don't want more. If 
new guy come with lower prices, we have friends in police 
who will send him away." 

This was no idle boast: The Soviet system—for all its lip 
service to morality—is almost totally corrupt. In place of 
rationing by prices in a capitalist system, you have ration- 
ing by bribery and fixing and lying. "Ask for a table in 
English," my Russian friend had pleaded. I did, and the 
maitre d' asked if I lived in the Mezhdunarodnaya Hotel. 
"No, in the Rossiya." "Then you may not stay," the 
maitre d' said. "You should have said you lived here," my 
friend said. If I lived in Russia, I surely would have learned 
to lie by now. 

Corruption and waste. Another major problem in Soviet 
society is the tremendous waste of minds as well as 
resources. The scientific establishment produces legions 
of trained young people with nothing to do. These are the 
lumpenintelligentsia, Ph.D.s and engineers and philologists 
who work as drivers and translators because they couldn't 
get or didn't want a sinecure at an institute or academy. 

Two such were Misha and Yuri, 
whom I met on separate occasions. 
Each worked as a driver for the head of 
a cooperative. Misha will be a success, 
it's clear, and would be a success any- 
where. Cheerful and well fed, he has 
lucked into a great job. He works as 
translator, language teacher, driver 
and general aide-de-camp for his boss, 
who runs a successful co-op. Misha, a 
university graduate, could sit in the 
back room and be a programmer, but 
he prefers to hang around where the 
action is and see how a business is 
run. He'll put that knowledge to good 
use someday soon. 

Yuri, on the other hand, is thin and 
bitter. He, too, works for the head of a 
co-op, and gets to program the co-op's 
computer when his driving services 
are not in demand. Trained as an engi- 
neer in physics, he got a job in remote- 
control systems, moved around a bit, 
and ended up where he is. He's frus- 
trated because his boss doesn't under- 
stand the value of the computer, even though this co-op is 
affiliated with a co-op holding company that has a comput- 
er co-op. He doesn't think he could make the move to 
another part of the holding company. He's used to being 
moved around and doesn't seem to regard the co-op as 
much different from the government that has moved him 
around without much regard for his individual qualifica- 
tions for all these years. 

In the U.S., a Yuri would soon have his resume out. But 
this routine exchange of information is unheard of in a 
nation where telephone directories are issued only to 
government agencies. And where officials, regardless of 
stated state policy, are still reluctant to let information 
flow freely. 

Take the case of the cooperative that tried to publish the 
works of Sigmund Freud. Freud has been one of the many 
authors de facto banned since the Twenties. One night, in 
search of a computer club meeting, we stumbled into the 
wrong place. It turned out to be not the club meeting but 
the offices of a publishing/entertainment cooperative run 
by Marat Akchunn, a Tatar from Tashkent. 

Here we heard a curious tale. Akchunn had just received 

"The scientific establishment 
produces legions of trained 

young people with nothing to 
do. These are the 

lumpenintelligentsia, Ph.Ds 
and engineers and philologists 

who work as drivers and 
translators." 

a proof of the cover of his venture's forthcoming book, 
Essays in the Psychology of Sexuality, the first Freud to be 
published in the U.S.S.R. in more than 60 years. But after a 
brief period of relaxation last year, the government had 
restored its monopoly on publishing, finding it had too 
much competition from the cooperatives. 

When the government closed the co-ops out of publish- 
ing, Akchurin promptly found an ally in the local Komso- 
mol branch (yes, the Young Communists League, which 
has become more lively lately in an effort to attract mod- 
ern youth). As a government institution, Komsomol had 
the right to engage in publishing, and Akchurin persuaded 
it to subcontract with him for the Freud book. A published 
poet himself, he had the necessary contacts to find a 
printing house, acquire paper and otherwise make the 
arrangements necessary. He had personally visited the 
printing house to persuade the employees (mostly middle- 
aged ladies) to take on the job. All was done according to 
law and with the concurrence of government officials. 

But when I visited Marat and his wife, Sasha, the follow- 
ing week, I found out that one of those government offi- 
cials had suddenly decided that "our young people don't 

need Freud," and had halted shipment 
of the books from the warehouse. 

After reciting this litany of difficul- 
ties facing the Soviet Union's reform 
efforts, let me hasten to add that the 
society has many potential strengths. 
While the Soviet Union is economi- 
cally backward, it is intellectually 
quite advanced. Perhaps because they 
have so much time on their hands, 
Soviet intellectuals are extremely 
well-read—even if they cannot plan 
their reading because of the shortage 
of books. As a result, unlike many 
other disadvantaged people, they are 
well aware of their situation. 

The situation is similar in comput- 
er technology. While the Soviets may 
lack the ability to use computer tech- 
nology effectively, they are rich in 
fundamental technical capabilities 
and intelligence. They are leaders, for 
example, in nonlinear programming 
and the hot new area of chaos theory. 

The day before I left was Easter, 
which is celebrated the night before with candlelight sing- 
ing processions through the churches. In years past, my 
friends told me, the government would make sure to 
broadcast some especially enticing movie that night to 
keep people at home, but this year they didn't even bother. 

In a way this symbolizes the collapse of the official 
Bolshevik orthodoxy. Since aggressive atheism was a basic 
tenet of that orthodoxy, what will succeed this old ortho- 
doxy no one can possibly know, and predictions are use- 
less. Any appearance of clarity regarding the Soviet future 
is deceiving. As for the Soviet people, so far as I could 
judge, they regard Gorbachev's efforts with skepticism and 
the West's enthusiasm with cynicism. The West hears 
only Gorbachev's answers; the Soviet people know the 
problems he faces. They wish him—and themselves— 
success. 

The power structure is inscrutable and the future un- 
knowable. Reality is in the details people endure every 
day—the kind of details I have tried to report. Yes, things 
are moving in the Soviet Union, but the motion is like a 
rise in temperature: The molecules are moving faster, but 
they're not going in any one direction. ■ 
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This proposal to fund 
toxic waste cleanup 

is desjgned to teep the 
environment green. 

One of the most crucial public policy 
problems facing America today is the 
gridlock that has tied up our national 
attempt to deal with toxic waste. Not 
only does this issue affect the quality of 
the environment, it represents a major 
economic challenge as well. 

Studies by government agencies estimate 
that at least $150 billion will be required to 
rectify' hazardous waste sites that dot the 
U.S. landscape. Other research says that the 
costs could be higher 

This leads to the key question: How do we raise that 
amount of money without shackling the economy's ability to 
create jobs and compete internationally? As this suggests, 
economic forces are at the heart of the inaction on cleaning 
up the environment. 

When the legislation designed to do that job-commonly 
known as Superfund-was renewed in 1986, the intent was to 
deal with the country's highest priority waste sites. \et to date 
only a few of them have been addressed. 

How did we reach this state and what can be done to change 
it? >Xe must deal with four basic factors to answer that: 

One: The current method used to assess and collect funds 
to clean up our old, known and often abandoned waste sites 
is founded on the principle of strict retroactive liability. This 
means that companies are being held responsible for 
environmental damage that occurred twenty or thirty years 

ago, or even longer. That's true even 
wtien those companies did not violate any 
waste disposal laws, or act deliberately 
or irresponsibly 

TWo: It is enormously costly and 
difficult-and sometimes impossible-to 
find out who is responsible for pollution 
at most older waste sites. The contamina- 
tion occurred over decades and often the 
sites were common dumping grounds. 
Consequently, governments at all levels 

are spending huge sums in their attempts to find polluters 
and fix liability: 

Three: The staggering costs of cleanup are a major 
impediment to progress on improving the environment. 
The average price per waste site is $25 million and can range 
up to several billion dollars. With stakes this high, it's 
impractical for any one parry to bear the entire financial 
brunt of what amounts to a broad public problem. Even 
major corporations would be strained. The result? Fewer new 
jobs created and a reduced ability of American business to 
compete internationally To be sure, we cannot look to 
government for more money given the federal deficit and the 
pressure on state and focal government budgets. 

Four: With the above three factors at work, our environ- 
mental efforts have bogged down in a morass of litigation. 
Most of the action is taking place in court, instead of at the 
waste sites. In some cases, even when insurers did not 



And do the same for 
the economy. 

cover pollution damage, there's been an 
inclination to look to the insurance 
industry as a public treasury when no 
other sources are available to pay the 
cleanup costs. But that's no solution 
since the total environmental price tag 
exceeds the surplus of the entire United 
States insurance industry 
A Proposed Solution 

So we come back to the central ques- 
tion: How can we fund our national 
program to restore the environment? At AIG 
the answer lies in spreading the costs more 
and equitably 

This could be accomplished if we create< 
Environmental Trust Fund, which would be 
the Environmental Protection Agency. This' 
dedicated fund whose resources would be u 

or new taxes. The fee would replace the 
current method of environmental taxation 
to give Superfund a new, more effective 
way to finance its mission. 

The new Trust Fund would address 
only the old waste sites where respon- 
sibility for the pollution is not clear. Any 
enviromental damage occurring in the 
future, or that resulting from deliberate 
acts, would be dealt with on a fault basis 
with the polluters paying, 

ivironmental Trust Fund thus recognizes the 
ution as a national problem. It would avoid 
ssive financial penalty on any sector of business 
as a whole. Most important, it would eliminate 
ss litigation over pollution and enable us to get 
cleaning up the environment, 
ral outline of a new approach to an old 

■ 

i \ / 

M i ▼ 

, we believe 
broadly 

i a National 
administered by 

;vould be a 
sed only to clean 

The National Ei 
effects of past pol. 
imposing an exce 
-or the economy 
muchoftheendle 
on with the job of 

This is a gene 

up hazardous waste sites. 
The Fund could be financed by 

adding a separate, earmarked fee to the 
commercial/industrial insurance premiums 
now paid in the United States. 

Even a modest assessment could 
provide enough money to deal with the 
1,000 highest priority waste sites over 
the next decade. This approach would 
not require a new government agency 

American International Group is the 
largest underwriter of commercial and 
industrial insurance in America and the 
leading U.S.-based international insurer. 
The nature of our business means we 
deal ever>' day with issues affecting the 
future of American and world society: 
we have established this forum to focus 
attention on the HMHnj 
importance of     ViV fifl 

problem. We ve purposely presented it 
this way to stimulate a dialogue and to 
elicit ideas on the details of how a 
National Environmental Trust Fund 
should be implemented. 

Please address your comments to: 
M. R. Greenberg, President and Chief 
Executive Officer, American International 
Group, Inc., 70 Pine Street, New York, 
New York 10270. 
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Criterion Group ends its brief stint as an 
independent public company with every- 
one making money but the fools who 
bought the stock when it went public. 

Excitement we can 
live without 

By William P. Barrett 

CRITERION GROUP INC., the big 
Houston money manager and 
mutual fund operator (Mar. 31 

assets under management, $10 bil- 
lion), agreed this spring to be bought 
by Transamerica Corp. The price was 
$94.3 million, or $13 a share. "Stock- 
holders," Criterion boss Charles 
Miller gushed in a three-page press 
release, should "be excited about this 
transaction." 

Miller must have a short memory. 
Buyers of Criterion in November 
1986 at the initial public offering 
price of $18 could hardly be happy 
about bailing out less than three years 
later at a 28% loss. 

Yes, it could have been a lot worse. 
The aftermath of the October 1987 
stock market crash drove Criterion 
down to 5'/4. As recently as Decem- 
ber, this o-t-c stock traded for 7VA be- 
fore rumors of a deal helped fuel a rise. 

Of   course,    those    who    eagerly 
Robb KendrKk 

Charles Mi/ler. Criterion Group's chairman, president and chief executive 
The company went public in a year it hasn't come close to matching. 

bought Criterion when it went public 
had short memories themselves. 
They forgot that companies have a 
nasty tendency to go public when the 
proprietors feel their wave has crest- 
ed. True to form, Criterion went pub- 
lic in a year it hasn't come close to 
matching, before or since. Its 1986 
earnings, $12.4 million, or $1.76 a 
share, on revenues of $49.6 million, 
were nearly double those of 1985. 

At more than ten times peak-year 
earnings, Criterion shares were no 
bargain at 18. Earnings in 1987 
promptly dropped to almost half, 77 
cents a share, before rising a shade to 
80 cents a share last year on revenues 
of $36.2 million. 

That 1986 earnings bulge, the occa- 
sion for going public, was something 
of a fluke. A single Criterion fund, the 
U.S. Government High Yield Trust, 
accounted for most of it. This fund 
invested in long-term Treasurys but 
touted a yield a point or two higher, 
thanks to option-writing income and 
various gimmicks (FORBES, Aug. 10, 
1987). Customers were investors 
looking for the safe, double-digit re- 
turns they used to reap from money 
market funds. By the end of 1986 the 
two-year-old High Yield Trust had 
swelled to nearly $2.5 billion in as- 
sets, its load and management fees 
handing Criterion nearly half its an- 
nual revenues. 

But, as with any bond fund, the 
investors' principal rose and fell with 
market conditions. And folks, natu- 
rally, bailed out in droves when the 
bond market started sagging in early 
1987, cutting High Yield Trust assets 
in half. With many of Criterion's 23 
other mutual funds showing average 
or lackluster performance, total reve- 
nues from load fees alone dropped 
from $10.5 million in 1986 to a mere 
$291,000 in 1988. 

While Criterion's record in running 
its fixed-income portfolio—84% of 
the institutional assets under man- 
agement—is holding up, its perfor- 
mance with its potentially more lu- 
crative equity and balanced (stock and 
bond) portfolios is not. One widely 
recognized rating service, CDA Invest- 
ment Technologies Inc., ranked Crite- 
rion 399th out of 420 managers in 
equity performance last year, com- 
pared with a respectable 65th out of 
379 in 1987. While the Standard & 
Poor's 500 posted a 1988 total return 
of 16.5%, Criterion's return was a me- 
diocre 5.4%. 

Having been clobbered along with 
everyone else in October 1987, Crite- 
rion head Miller, unlike some others, 
got very nervous. By the end of last 
year, according to government filings, 
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Pl£ASE BUCXLf UP FOR SECURITY 01999 RANG! KM* Of NOBTH AMffcCA. INC 

This year Range Rover comes with a bit of marble. 
hat marble trophy is Four Wheeler 
igazine's much sought after "Four 
heeler of the Year" trophy. 

And this year Four Wheeler awarded it 
Range Rover. 

In a competition that included a host 
other vehicles and five days of relent- 
s off and on-road testing. 

Its off-road performance was described 
"superb" and "brilliant." In fact, it 
it-four wheeled"«every other vehicle. 

On-road, it was "as comfortable as a 
Mercedes." 

So if you still haven't experienced a 

GRANGE ROVER 

Range Rover, call 1-800 FINE 4WD for a 
dealer near you. 

You can test drive the Range Rover 
the Four Wheeler judges also called 
"exquisite" and "sumptuous." 

Or you can try the new County model 
that's in the picture above. 

With its added fittings and features, 
it's even more "exquisite" and "sumptuous." 

Either way, you'll be driving the one 
four-wheel drive vehicle with marble. 



»* The key to global performance is 
understanding local markets? 

When you're searching for opportunities in global finance, experience 
shows that any answer also poses questions: Does a cost advantage out- 
weigh the price risk involved? Can risks be mitigated through hedging oi 
other strategies? How can implicit yield and currency considerations 
affect total return? For investors and borrowers alike, J.R Morgans world- 
wide financial network is unequaled in its ability to anticipate the ques- 
tions and supply the answers. By providing local-market intelligence 
viewed within a global context, we can help you make the right moves 
when the timing and circumstances are right for your objectives. 

•   WNJ.RMorpnal ■■ I • 
JPMorgan 



n global finance, the best opportunities seldom arrive on schedule. To move when the time is right, you need 
ocal-market intelligence viewed from a global perspective. 



FIDELITY CAPITAL APPRECIATION FUND 

A Record of 
Success! 

Fidelity Capital Appreciation Fund has 
returned over 2 times the S&P 500 since 
it began 11/26/86. The fund has achieved 
this success by aggressively pursuing long- 
term growth opportunities, primarily in 
common stocks. Share price and return will 
vary, and you may have a gain or loss when you sell your shares. 

Capital Appreciation Fund 
Average Annual Total Return 

as of 3/31/89* 

21.90% 22.96% 

1Year Life of Fund 

Fidelity Capital Appreciation Fund. For more complete information including 
management fees and expenses, please call or write for a free prospectus. Read it carefully before 
vou invest or send monev Fidelity Distributors Corporation (General Distribution Agent). PO Box 
660603. Dallas, TX75266-060.i ^giK. 

Call toda): §]% Fidelity 
1 &00 ^/L<    C\C\C\C\ V^ Investments* 

-r      1_OUU-^T:T:-0000  CODE: FORB/CAF/061289 
*Fund total returns are historical and include change in share price, reinvestment of dividends and capital gains, 
and the effect of its 2% sales charge and 1 % redemption fee Average annual total returns for more than one year 
assume a steady compounded rate of return and are not the fund s year-by-year results, which varied over the peri- 
ods shown. Figures for the S&P 500 I a registered trademark of Standard & Poor's Corporation) an unmanaged 
index of common stock prices, include reinvestment of dividends \\i ram annual total return for the S& P S00 was 
18.13% for 1 year and 11.14* for life of fund ending .V31/89. 

Ijy PARADISE 
A island paradise that offers 

you total relaxation plus the 
thrill of discovery. Stroll 
pristine beaches. Go fishing for 
the big ones. Sun yourself by our 
pool or scuba in waters renowned 
for the splendor of their tropical 
fish. On Forbes Magazine's 
LAUCALA ISLAND, all the choices 
are yours. 

BUT JUST FOR A FEW . . . 
' Forbes loves its private Fiji 

island, and we think you will, too. 
So we've put out the welcome 
mat, but only for a few at a time. 
We'll take up to 8 guests, for 7 
nights and 8 days. Cost is $2,150 

per person, which includes 4 
days of tropical fishing plus all 
meals, lodging and a round-trip 
flight between Laucala and Nadi 
International Airport (on the 
main island). It's the "in" place to 
go, away from the cold, the traf- 
fic, the noise, the hassle. Service 
with a smile and no tipping. 
For information please write: 
Ftji Manager 89R9 
Attn: Errol Ryland 
Fort Garland, CO 81133 
or call (719) 379-3263 

about 80% of the institutional stock 
portfolio had been liquidated. This, in 
what became a rising stock market. 
Miller confirms he was a strong advo- 
cate of the big cash position, a bearish 
decision he still defends as a prudent 
long-term move. "I'm very conserva- 
tive," he says. 

Some clients were not reassured. In 
a major defection, the Arizona State 
Retirement System, a client for five 
years, yanked its $650 million bal- 
anced account in April. "Criterion 
didn't meet the targets that we set," 
says Director Edwin C. Gallison. 

Criterion insiders suggest the firm's 
own employees, who saw their more 
than 30% stake eroding in value, pres- 
sured Miller, who holds 24% of the 
equity but 86% of the votes, into sell- 
ing. Miller declines to comment. 

Under Transamerica's ownership, 
expected to take effect this summer, 
it may be a different story. Through 
Transamerica's  extensive  insurance 

One widely recognized 
rating service, CDA 
Investment Technologies, 
ranked Criterion 399th out 
of 420 managers in equity 
portfolio performance last 
year, compared with a 
respectable 65th out of 379 
in 1987. While the S&P 500 
posted a 19S8 total return of | 
16.5%, Criterion's was a 
mediocre 5.4%. 

operations, Criterion will finally get 
the retail sales network it so dearly 
needs for its mutual funds. Mean- 
while, Criterion is part of the newly 
formed Cisneros Group, an asset 
management firm to be headed by 
Henry Cisneros, who retired in May 
after eight years as San Antonio's 
high-profile mayor. Cisneros, whose 
financial disclosure statements on file 
in San Antonio City Hall reveal no 
personal trading experience, will be a 
high-level salesman, using his exten- 
sive national contacts while Criterion 
provides the management expertise. 

So the sale to Transamerica looks 
like a happy ending for everybody but 
the poor souls who bought Criterion 
shares when the company went pub- 
lic. Transamerica gets a nice fit with 
existing businesses. Miller, 55, will 
collect $22.18 million for his stake, 
on top of the $9.25 million he pocket- 
ed from the 1986 initial public offer- 
ing. And he'll remain as Criterion's 
chairman, president and chief execu-1 
tive. Last year he received $800,000, I 
just $63,000 less than his pay in that I 
twice-as-good banner year of 1986. ■ I 
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OUR COMMITMENT TO AMERICA 
GOES ON FOR MILES. 

AMBAC is America's leading municipal bond insurer. And that leadership position 
carries a commitment 

Just how is that commitment measured? One way is by looking at the types of 

/\MBAC  INSU RED issues AMBAC insures.In 1988> nearly $1 billion,or 
HA D C ICCI ICC more than one dollar of every ten insured by AMBAC, 

IM lOQQ TLIAKI was *n transportation-related projects. That translates 
.  '   ix# J-VT-I    i- ri ^^      directly into new and better roads, bridges, transit 

r\\N 1    v^ I    11K and airport facilities all across America, benefitting millions 

C^C_y^^P/\lN I. of commuters, vacationers and business travelers. 
Another way to measure AMBAC's commitment is by looking at the total number 

of new issues we insured. By that standard, AMBAC insured more issues last year 
than any other company—a total of 699—for an insured issue volume of $7.93 billion, 
or nearly 30% of all new insured issues. 

By almost any measure of commitment, AMBAC is truly first in municipal bond 
insurance. And that's good not only for America's travelers. It's good for the whole 
country. AMBAC. Helping Insure a Stronger America. 

One State Street Plaza, New York, NY 10004 (212)668-0340 

INDEMNITY CORPORATION 



WE HELP A Gft 
KEEP TRACK 

Records. Cassettes. CDs. For 
Record Bar,? one of the largest retail- . 
ers in the business, inventory is king. I 

And how do they orchestrate a 
growing inventory that includes 
over 80,000 titles? 

With computer systems from 
Prime. 

We give Record Bar complete 

control over inventory. One system 
helps make sure every one of their 147 
lets is always well-supplied. It can ev 
transmit orders to manufacturers elect 
ically So Record Bar can adapt quick! 
a market that changes as fast as the to| 

We also provide systems that help 
manage human resources. Consolidai 
dairy receipts on a store-by-store bas 
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AUG BUSINESS 
R RECORDS. 

V i capture sales histories. So now Record Bar 
&DS better records, tracks POs faster, and stays 
11 in tune with the cash flow. 
1 Meanwhile the hits keep coming. This year, 
Hard Bar is climbing the charts with over $100 
N ion in sales. And their success is part of our 
ijess. Prime is a Fortune 500 company with 
ijual revenues of more than $1.5 billion. 

1 you'd like to know how Prime can help your 

company hit some high notes, just call 
1-800-343-2540 (In Canada, 1-800-268-4700). 

Prime. Our record speaks for itself. 

Prime 
Prime Computer, Inc. 
Prime and [he Johnson & Johnson Family of Companies are 
proud co-sponsors of the PBS series NOVA. 
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Having steered Transco through a severe 
earnings crisis, George Slocum has it 
healthy and expanding again. All the more 
reason to worry about Oscar Wyatt. 

Good-bye to 
take-or-pay 

Transco Energy Co. Chief Executive George Slocum 
"I've actually been hugged by a customer." 

r>an Ford Connolly 

By Toni Hack 

GEORGE SLOCUM, chief executive 
of $2.8 billion (1988 revenues) 
Transco Energy Co., is in great 

physical shape: broad chest, trim 
waist; he walks, jogs or plays tennis 
three times a week. Good thing, too, 
because for the last seven years he has 
been waging a strenuous, costly battle 
with his suppliers and customers that 
has dimmed the company's onetime 
reputation for superb management. 
Transco showed red ink for 1987 and 
1988 and cut its dividend; its stock, 
which sold as high as 63 Vi in 1986, 
was as low as 18 after the October 
1987 stock market crash. 

The problem has been the so-called 
take-or-pay, high-priced gas supply 
contracts signed in the late Seventies 

120 

and early Eighties. 
Finally, though, the war is over for 

the Houston-based natural gas pipe- 
line company. In April Transco an- 
nounced an agreement whereby its 
customers peaceably agreed to pay the 
lion's share of the costs of getting out 
of those gas supply contracts. "We've 
ended up with the best customer and 
producer relations we have had in ten 
years," says Slocum, and he goes on to 
marvel: "I've actually been hugged by 
a customer. 

"It's the start of a whole new era at 
Transco," he says. "It's almost a re- 
birth." In the first quarter Transco 
earned $17.6 million, or 62 cents a 
share, nearly five times year-ago lev- 
els. Analysts expect Transco to earn 
around $57 million this year, or $2 a 
share. Slocum isn't saying when he 

will restore the dividend from $1.36 
presently to the previous $2.72. But 
shareholders are already happy. The 
stock rose 54% last year and is up 
another 11% so far this year, to a 
recent 39. 

Transco's problems started when 
the gas it had contracted to buy from 
suppliers proved too high priced to 
compete with fuel oil. Transco, and 
many others in the industry, had re- 
sponded to customers' demand pro- 
jections by locking in whatever future 
supplies they could get, often at very 
high prices. These were called take- 
or-pay deals because the pipeline was 
obligated to pay for the gas whether it 
had buyers for it or not. 

But gas was soon in oversupply, and 
oil prices dropped. Customers, even 
though under contract to take deliv- 
ery, balked when Transco tried to de- 
liver them its overpriced gas. To make 
matters worse, the deregulation- 
minded Federal Energy Regulatory 
Commission soon let customers out 
of those purchase contracts. Custom- 
ers were thus freed to buy gas directly 
from producers, hiring pipelines 
merely to carry the gas for a fee. That 
left Transco and other pipelines with 
a huge supply of expensive, unsalable 
gas. The pipelines had no choice but 
to renege on their supply contracts, 
provoking a storm of lawsuits. 

After years of wrangling, Transco is 
now free of almost all its take-or-pay 
contracts. It settled over $5 billion in 
purchase commitments for a total of 
just over $1 billion. But according to 
the agreement reached recently, 
Transco's customers have committed 
to pay some $450 million of the set- 
tlement cost over five years. For its 
share of the settlement, Transco has 
written off $340 million over the past 
two years, plunging a total $166.5 
million, or $5.93 a share, into the red 
in the process. 

What about the remaining amount? 
If, over those five years, Transco 
moves enough gas through its pipe 
line, it can recover the remaining 
$260 million from fees tacked onto 
each increment of gas it delivers. 

Slocum is now waiting for the ap- 
proval of federal energy regulators, 
whose ruling should come at the end 
of this month. 

Only a few take-or-pay contracts 
remain to be taken care of. Slocum 
thinks Transco has reserves enough 
to cover settlements or lawsuit dam 
ages. So there should be no more big 
hits to the company's bottom line. 

Now Transco is moving on to other 
things, like its $571 million purchase 
of Texas Gas Transmission Corp 
from csx Corp. in April. Texas Gas 
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Pound For Founds Fbrtfcn, 
lira For Ura,¥)u Cant Beat Our 

International Discount 

i 
Or for that matter, peso for peso, or 

mark for mark. 
Because only AT&T combines big inter- 

national savings with AT&T quality. 
For as little as $12 per month, AT&T 

PROsm WATS lets you enjoy a 10% sav- 
ings on direct-dialed calls to 47 countries* 
during both the standard and discount 
time periods.** 

* Savings also apply to Interstate direct dialed calls. 

Your savings can rise to as high as 18% 
as your volume of calls increases. 

And your calls will be connected with 
the speed and clarity AT&T is renowned for. 

For more on AT&T PRO WATS and 
our other international discount plans, call 
1 800 222-0400, ext. 1276. 

Because dollar for dollar, you're just not 
going to find a better deal. 

*• Discounts for Canada and Mexico apply to day- and evening-rate periods. 
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Performance 
Beyond Your 
Expectations... 

Increasing our value to you with early 
involvement in your new buildings. 

Johnson Controls was part of the 
design team for the 20,000 seat 
Bradley Center sports complex in 
Milwaukee, Wl. Over 15 of our 
own employees now service and 
operate the HVAC mechanical 
equipment, temperature control 
lighting fire alarm and closed 
circuit television systems we 
designed and installed. 

© 1989 Johnson Controls, Inc 
JC-8937 

Its smart business to make 
tacilities management sys- 
tems a part of your new 
building in the planning 
stage They can be better 
integrated with your basic 
design, be compatible with 
immediate and future build- 
ing needs and be installed 
on a timely, more econom- 
ical basis. 

Its even smarter to make 
Johnson Controls your fac- 
ilities management systems 
partner Negotiated early, a 
contract gives you more 
flexibility than a rigid bid- 
ding process. As your design 
matures, you can make 
changes more economically. 

Johnson Controls also 
offers you more than 100 

years of experience in the 
design, installation, main- 
tenance and operation of 
environmental systems. Plus 
advanced computer technol- 
ogy designed to serve you 
now and for years to come 

Our teams of skilled pro- 
fessionals are at your service 
in 120 branch offices 
throughout North America. 
Even if you're a geograph- 
ically diversified developer, 
we're in your hometown 
around the world. And 
we'll remain there long 
after your building is up 
and running     to be sure 
it stays that way. 

The sooner you call 
Johnson Controls, the more 
valuable we can be to you. 
For more information, give 
us a call 1-800-972-8040. 
In Wisconsin, call 
1-800-472-6533. Or write, 
Johnson Controls, Systems 
and Services Division, C19, 
Milwaukee, Wl 53201-0423. 

CONTRA 
IHNSON 
ILS 
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complements Transco nicely. Trans- 
co's pipeline runs from the Gulf Coast 
to the Northeast; Texas Gas' pipeline, 
from Louisiana and Texas to the Mid- 
west. Together, the two pipelines 
should deliver around 2.3 trillion cu- 
bic feet of gas this year, 12% of the 
U.S. total. 

Texas Gas gives Transco a new 
market in the Midwest and an addi- 
tional way of moving gas into the 
energy-hungry Northeast: Slocum has 
struck a deal with Consolidated Nat- 
ural Gas for CNG to transport 250 mil- 
lion cubic feet of gas daily from Texas 
Gas lines in Ohio to Transco lines in 
Pennsylvania. That's a potential 9.4% 
increase in Transco's northeastern de- 
liveries. All told, analyst John Olson 
of Drexel Bumham Lambert expects 

Slocum can't stop training 
yet. Lurking in the 
shadows is the aggressive 
Oscar Wyatt of Coastal 
Corp. A supreme egotist 
and a master corporate 
tactician, Wyatt has 
already made an 
unsuccessful bid for 
another pipeline into 
the Northeast. 

Texas Gas to add 20 cents to 30 cents 
a share to Transco's profits next year. 

Slocum has also overhauled Trans- 
co's nonpipeline operations, selling 
off some coal and other properties. In 
January, for example, he put Trans- 
co's 74%-owned exploration outfit, 
Transco Exploration Partners, on the 
block because of what he says were 
unacceptable losses: $23 million last 
year. Transco has gotten $227 million 
so far, with something like $375 mil- 
lion more to come, for the exploration 
properties. 

Slocum, 48, a Cornell University 
economics graduate who rose through 
the financial side at Transco, is apply- 
ing those sale proceeds to paying down 
Transco's $1.2 billion in long-term 
debt, which is 56% of capitalization. 
"We have some healing to do on the 
financial side of the business," he says. 

However, George Slocum can't stop 
training yet. Even as he moves his 
company back to more normal condi- 
tions, he can see, lurking in the shad- 
ows, the aggressive Oscar Wyatt of 
Coastal Corp. A supreme egotist and a 
master corporate tactician, Wyatt has 
shown himself extremely adept at us- 
ing junk debt for acquisitions, and he 
has already made an unsuccessful bid 
for another pipeline into the North- 
east. Never a dull moment for George 
Slocum. ■ 

Read two at night, 
Wake inspired in the 
morning 
The original volume of Forbes Scrapbook of 
Thoughts on the Business of Life was a bedside 
book, a traveling companion, an ideal birthday 
or holiday gift, even part of the new employee 
program at a firm of business consultants. 

Now in a handsome blue cloth slipcase, the 
expanded two-volume edition of Forbes Scrap- 
book of Thoughts on the Business of Life is 
being offered to Forbes readers. 

The result of patient culling month by month 
over a number of years, each volume contains 
some 3,500 polished gems of wisdom from 
the great authors of Greece and Rome down 
to our own day. 

The pages are generously laid out on good 
quality paper, a pleasure to browse through and 
savor at random, a Thought or two at a time. 
Alternatively, a special index allows the pursuit 
of themes such as thoughts on Courage, Patriotism, 
Faith, Romance and Taxes. 

The binding is blue cloth with matching slipcase. The lettering on the 
spine is imprinted in gold. 

The price for the two volume set, $31.95, is a nice saving on the per volume 
price of $18.50. To order, simply fill out and mail the coupon below. 

The original volume. 500 pages, approximately 
3,500 Thoughts. Same binding as two-volume set. 
Only $18.50 

Forbes DEPT. T., 60 FIFTH AVENUE, NEW YORK, NY 10011 

1 Send me the 2-volume boxed set of The Forbes Scrapbook of Thoughts 
on the Business of Life. My check for the special price of $31.95 enclosed. 

J Send me the original one-volume collection. My check for $18.50 enclosed. 

Send to 
(please print) 

Address 

City State _Zip_ 

□ Charge my credit card 

□ American Express 

G MasterCard 

a VISA 

All prices include postage and handling charges. Please add 
appropriate sales tax on New York State orders and other 
states where applicable. 

Credit Card Number 

Expiration date 
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Jess Hay built Lomas Financial into one of 
the most reliable stocks on Wall Street. Now 
he's presiding over its disorderly retreat. 

The last 
roundup? 

By John H. Taylor 

WANT TO BUY a nice Dallas 
banking operation? More 
than $1 billion in assets and 

over 1 million credit card customers? 
Worth at least $500 million, but let's 
talk. How about a computer leasing 
business in San Diego? Suggested 
price: $350 million to $400 million, 
but negotiable. There's also a nifty life 
insurance company based in India- 
napolis. Give it to you for less than 
$100 million. 

fust call Lomas Financial Corp. in 
Dallas and ask for Jess Hay. The burly 
chairman of the $7 billion (assets) fi- 
nancial services company—it was 
called Lomas & Nettleton until last 

October—is having a sale. 
After 20 years of steady, 15% annu- 

al earnings growth, Lomas lost $56 
million last year. This year it will be 
lucky to do much better than break 
even. Lomas is being strangled by 
nearly $500 million a year in interest 
expense, the result of a costly acquisi- 
tion program that resulted in debt 
climbing from $1.7 billion in 1986 to 
its current $5.5 billion. Among other 
things, Hay paid top dollar for the 
credit card operation of MCorp, the 
beleaguered Dallas bank, and the San 
Diego leasing outfit. 

Borrowers, like beggars, can't be 
choosers. The current squeeze forced 
Hay in late March to sell 40,000 
shares of newly issued preferred stock 

Gurlo 

Lomas Chairman Jess Hay 
Maybe he should have reacted sooner. 

124 

to Merrill Lynch to keep sharehold- 
ers' equity over $500 million, in ac- 
cordance with a covenant with Lo- 
mas' lenders. Merrill exacted onerous 
terms. Lomas has to pay Merrill quar- 
terly dividends 250 basis points high- 
er than the 30-day rate on commercial 
paper placed by AA-rated firms. If it 
doesn't retire the stock by the end of 
September, the dividend rate in- 
creases by 50 basis points a month. 

Little wonder the company's stock 
has fallen from $39 a share in March 
1987 to a recent $9. Last month Hay 
slashed the quarterly dividend from 
35 cents to 18 cents a share. 

Tough times for a man and a com- 
pany long hailed as wondrous by Wall 
Street. For more than two decades, 
Jess Hay would predict the next year's 
earnings nearly to the penny. But it's 
easier when things are moving up. 
Hay's crystal ball went cloudy when 
the Texas real estate debacle descend- 
ed. He said Lomas would earn some 
$60 million last year. It lost $56 mil- 
lion. This year he predicted Lomas 
would earn $62 million; it earned only 
$6 million in the first three quarters. 

Hay, like so many Texas business- 
men unable to shed their rose-colored 
glasses, underestimated the collapse. 
Some 70% of Lomas property is in 
Texas, where nothing is selling. 

His mortgage banking business 
started drying up two years ago as 
interest rates climbed. But Hay hung 
on while foreclosures hit record 
highs, restructuring three different 
times, finally getting out of mortgage 
originations earlier this year. "Maybe 
we should have reacted much soon- 
er," says Lomas President Ted Enloe. 
"But it's tough when this has been 
your core business for so long." 

Hay is now predicting Lomas will 
return to profitability during the quar- 
ter beginning July 1. Wall Street is 
predicting that if he doesn't turn it 
around soon, disgruntled shareholders 
will move to replace him or force the 
sale of the entire company. Only last 
year Hay rebuffed an advance from 
Citicorp investment bankers interest- 
ed in a leveraged buyout. Analysts 
estimate that the company could be 
worth $ 18 to $20 a share in a sale. 

If Hay had his druthers, he'd proba- 
bly prefer to sell the leasing division 
and hope to hang on to the rest. But 
Lomas' banking operation, whose 
principal asset is its 1.1 million credit 
card customers, is likely to attract the 
most bidders. Hay will probably 
shrink the company's assets by up to 
40% from its current $7 billion. Hay 
expects to announce a deal by the end 
of the month. "We're in the mode of) 
strategic retreat," he says. ■ 
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SAINT LOUIS. 
A PLACE 

YOU SHOULD 
MEET 

Next time you're planning 
a meeting, plan on St. Louis. 

A clean, exciting place 
that's become one of Americas 
most popular meeting spots. 

Newly restored, revitalized 
St. Louis is home for elegant new 
hotels, comprehensive new 
meeting facilities, and some 
of the greatest restaurants 
anywhere. 

But theres one aspect of a 
St. Louis meeting that seems any- 
thing but new The cost. Because 
it's still below the cost of meeting 
in Chicago, Dallas, Atlanta, and 
other major destinations. 

So contact Terence 
Tumbrink at the St. Louis Con- 
vention and Visitors Commission, 
10 South Broadway St. Louis, 
Missouri 63102. Or dial 
1 (800) 325-7962. In Missouri, 
1 (314) 421-1023. And find 
out more. 

Because even if you knew 
St. Louis before, it's now time 
you got reacquainted. 

SOouis. 
HieMeetinanlace. 
Modern an at the Corrocm and Black Building, 
Clayton, Missouri. 



On the Docket 

A $5 billion market has sprung up for 
trading debts owed by ailing companies. 
But small creditors in this market do not 
always get an even break. 

A stacked deck? 

By Deirdre Fanning 

WHEN Allegheny International 
filed for bankruptcy protec- 
tion last year, it left in its 

wake unpaid debts of $525 million 
and a swarm of angry creditors. One 
such was Cockey's Tavern Partner- 
ship, a real-estate outfit to whom Al- 
legheny owed some $14,000. Eager for 
ready cash, Cockey's sold its claim for 

20 cents on the dollar to Phoenix Cap- 
ital Corp., a Kansas investment firm. 
Now Allegheny has proposed a reor- 
ganization plan that calls for claims to 
be paid at close to 100%. That would 
give Phoenix Capital a tidy $11,000 
profit—at Cockey's expense. 

So it goes in the mushrooming mar- 
ket for private claims trading. Small 
creditors often bow out, selling their 
claims at a steep loss to more experi- 

enced specialist firms. Lured by the 
call of hefty profits, large Wall Street 
firms such as Drexel Bumham Lam- 
bert and Oppenheimer are now vying 
for the business alongside smaller 
players such as R.D. Smith and 
Cowen & Co. 

The market is hardly small pota- 
toes. It is estimated that in the past 
five years as much as $5 billion of 
bankruptcy claims have been traded. 
These claims, which do not include 
publicly traded bonds, cover every- 
thing from office supplies to bank 
loans. Until recently, the market was 
largely unregulated. In fact, the 
claims trading business was small 
enough to be virtually ignored when 
Congress overhauled the Bankruptcy 
Code back in 1978. But that is chang- 
ing fast, and changing in a way that 
may force Congress to someday con- 
sider more formal regulation. 

Right now an embryonic code of 
conduct is emerging for claims trad- 
ers, based largely on rulings by three 
bankruptcy court judges. In the latest 
lurch toward this type of judicial regu- 
lation, a Pittsburgh judge last Decem- 
ber issued a ruling designed to protect 
small private creditors in the Alleghe- 
ny bankruptcy case from being taken 
advantage of by the sophisticated 
claims traders. The Pittsburgh ruling 
follows   two   similar   decisions   by 
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judges in the bankruptcy cases 
of an LTV subsidiary and Revere 
Copper & Brass. Taken togeth- 
er, these three decisions 
amount to a determined—albe- 
it piecemeal—attempt to regu- 
late a market that up to now 
has had no significant rules. 

The benefits of claims trad- 
ing are obvious. Many creditors 
are happy to sell their claims 
for a bit of cash on the barrel 
rather than wait around in 
hopes of collecting in full at 
some point in the future. Small 
companies in particular are of- 
ten pressed for funds and don't 
have the expertise to figure out exact- 
ly what their claims are actually 
worth. "Small investors often make 
up a large share of busted-company 
security holders," points out New 
York bankruptcy attorney Thomas 
Moers Mayer. 

But, more often than not, small 
creditors get taken to the cleaners by 
firms that buy claims and then turn a 
quick profit. One problem is that 
creditors often sell their claims before 
a bankruptcy reorganization plan has 
been drawn up, and thus they general- 
ly don't have any disclosure docu- 
ments to help them figure out the 
ultimate value of the claims. In short, 
creditors are pretty much on their 

David Mover' 

own in determining whether a claims 
buyer is offering them a good deal. 

That is what worries Pittsburgh 
bankruptcy judge Joseph Cosetti. "We 
remain concerned that some assign- 
ers . . . were small businesses who 
may have lacked an understanding of 
Chapter 11 and ready access to the 
debtor's plan of reorganization," he 
wrote in his December opinion. Ac- 
cordingly, Cosetti ordered Allegheny 
International to tell creditors what it 
thought their claims were worth. 
That way, small businessmen can 
better assess the deals offered to them 
by claims buyers. 

Cosetti's ruling takes regulation in 
another direction from the LTV and 

Revere Copper cases, in which 
two New York judges ordered 
claims buyers—not the compa- 
nies in bankruptcy proceed- 
ings—to provide prospective 
sellers with their best guess as 
to the value of those claims. 

Claims buyers are unhappy 
with all three rulings. They ar- 
gue that making estimates is 
time-consuming. "The proce- 
dure can negate the purpose of 
the whole market, which is 
speed and liquidity," says a 
Cowen & Co. attorney, Peter 
Pantaleo. "Liquidity means in- 
stant cash for these creditors." 

Instant, yes. But adequate? That is 
another question. 

Also concerned about judiciary reg- 
ulations are companies in bankruptcy 
proceedings. Some of these compa- 
nies are reluctant to estimate what 
they will someday pay on claims 
against them. Suppose the estimates 
have to be revised downward as the 
reorganization proceeds. Could this 
subject them to potential lawsuits? 

No question, the boom in claims 
trading serves a vital function. It helps 
troubled companies either die a quick 
death or return to good health. But 
unless small claims holders are fairly 
treated, unwelcome and excessive 
regulation could result. ■ 
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Allen-Edmonds' Lee Marshall demonstrates custom shoemaking in a Tokyo department store 
"Shoes that sell for $100 in Japan, no chance they'd bring $30 in the States." 
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Allen-Edmonds Shoe Corp. is proof an 
American exporter* can crack even the 
most restrictive Japanese markets. It helps 
to have modest aims and a loud voice. 

Party crasher 

By Rick Reiff 

AMERICAN MANUFACTURERS that 
have been stymied in their at- 

i tempts to do business with la- 
pan might well learn from the tenac- 
ity and enterprise of John J. Stollen- 
werk, 49, president and 90% owner of 
Allen-Edmonds Shoe Corp. of Port 
Washington, Wis. 

Stollenwerk was denied access to a 
Japanese shoe fair two years ago. Good 
manners and going through channels 
had gotten him nowhere. He finally 
blew his stack. In a brazenly impolite 
display, by Japanese standards, with 
television cameras in tow, he crashed 
the fair and demanded space. Japanese 
officials placed him at a booth outside 
the   hall.   Unabashed,   he   promptly 

took orders for 300 pairs of his high 
priced shoes. 

Like those of other businessmen 
Stollenwerk's efforts to sell his ware 
in Japan were frustrated for years b 
the country's arcane and convolute 
distribution system and bias agains 
U.S. products. At one point, for in 
stance, he had to pay $30,000 to 
Japanese company after it stole th 
Allen-Edmonds name and licensed it 
Japanese bureaucrats showed little in 
terest in the troubles of the soft-spo 
ken Stollenwerk; U.S. trade represen 
tatives looked the other way. 

So, did Stollenwerk's party crashin, 
mean sayonara for the Ugly Ameri 
can? Not at all. Plenty of Japanese, i 
turns out, admired his spunk. Doon 
began to open. Last October Stollen 
werk reached a breakthrough distri 
bution agreement with $64 milhoi 
(sales) Otsuka Shoe Co. Ltd., whicl 
gives Allen-Edmonds 40 salesmei 
and 18 sales outlets in Japan. Sales hi 
1,200 pairs last year, are on track fo 
3,000 pairs this year, and could wel 
reach 30,000 pairs by 1993, Stollen 
werk predicts. Not much, perhaps, 
a country that buys 22 million pairs 
men's shoes annually, but a welcom 
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0 years of 
pening doors for 
Lirierican business 
nd investors 

Three keys, a 
Triple A and 
opportunity 
knocking. 

By any standards, Swiss 
Bank Corporation's first 50 years 
in America have been golden. 
Since opening our first office in 
the U.S. in 1939, we have 
grown in size, in strength and 
in our capability to serve our 
American clients—marketwide, 
industrywide, nationwide, 
worldwide. 

> 
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Today, Swiss Bank Corpora- 
tion in America numbers some 
1,600 people with nine offices 
coast to coast. We also give 
our U.S. clients a world view 
second to none with over 
21,000 people in 300 
branches, subsidiaries and 
representative offices on 
five continents. 
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Key to our success is our 
faithful adherence to three 
business values—confidence, 
security, discretion. These val- 
ues, symbolized by the three 
golden keys in our corporate 
logo, have served and con- 
tinue to serve our business 
partners and clients well. We 
are one of only a handful of 
banks in the world rated AAA 
by Standard and Poor's, and 
Aaa by Moody's. 

These "Triple A" ratings 
reflect our strength, our ability 
to see our clients' goals 
through—in wholesale com- 
mercial banking, global asset 
management, investment 
banking, and trading and dol- 
lar funding capacities. We are, 
for example, a major lender 
and syndicator to American 
business, creating innovative 
off-balance-sheet securitiza- 
tion packages, acquisition and 
restructuring financing. We 
also offer all forms of tradi- 
tional bank loans and 
commitments. Our New York 
branch is among the leading 
lenders of foreign bank 
branches in the U.S. 

Now, we are opening new 
doors for our American busi- 
ness partners and clients. The 
new doors of the Swiss Bank 
Tower—our 36-story office 
building now under construc- 
tion in the heart of midtown 
Manhattan. And the new doors 
of 222 Broadway which will be 
home to two new trading 
rooms equipped with state-of- 
the-art capabilities, including 
sophisticated analytics, 
satellite communications and 
networked data processing 
undreamed of in 1939. 

50 years of opening doors 
for American business and 
investors—it's a lot to be proud 
of and a lot to build on in the 
next 50 years to come. 

Swiss Bank 
Corporation 
New York. Atlanta. Chicago, Dallas. Houston. 
Los Angeles. Miami San Francisco 
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Allen-Edmonds President John J Stal/enwerk 
He finally blew his stack. 

addition to little Allen-Edmonds' 
growing exports, which reached 
27,600 pairs—11% of sales—in 1988. 

Moreover, the company has broken 
through some of the strongest trade 
barriers in that country. Leather shoes 
face a 27% tariff, which jumps to 60% 
after 3 million pairs are imported in a 
year, effectively limiting imports to 
the lower number. By contrast, the 
U.S. averages a 9% tariff and, with 
twice Japan's population, imports 900 
million pairs of shoes each year. A 
pair of Allen-Edmonds shoes that 
wholesales for $100 and may cost 
$200 in a store in the U.S. sells for 
$350 in Japanese stores because of the 
tariff and the multilayered distribu- 
tion network. 

As is true in most protected indus- 
tries, leather footwear turned out by 
the 1,275 shoe companies in Japan is 
expensive and poorly made. "Shoes 
that sell for $100 in Japan, no chance 
they'd bring $30 in the States," says 
John Happ, Allen-Edmonds' interna- 
tional sales director. That's one rea- 
son Allen-Edmonds shoes, with their 
"Wall Street" look, are popular with 
Japanese businessmen. 

An entrepreneur who worked for 
U.S. government and Catholic relief 
agencies before heading the partner- 
ship that bought Allen-Edmonds in 
1980, Stollenwerk has solidified the 
company's narrow but profitable 
niche among luxury shoes. He has 
installed new machinery and has paid 
top dollar for his basic raw material— 
European calfskin—as well as above- 
industry-average wages. 

Result: Sales have quadrupled in 
eight years, to $31 million a year. Al- 
len-Edmonds' net profit margins, in a 
domestic industry squeezed by 82% 
import penetration, average 5%, out- 
performing, for example, the 3% at 
publicly owned, $462 million (sales) 
Genesco Inc., which makes Johnston 
& Murphy shoes. 

The Japanese response to Stollen- 
werk's criticisms? Mute embarrass- 
ment. "The Japanese government has 
been moving toward more liberalized 
trade in this area, but maybe not as 
rapidly as foreign competitors would 
like," says one Japanese trade official, 
requesting anonymity for fear that 
even this mild remark might anger his 
country's powerful shoe lobby. ■ 
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The Funds 

When mutual fund management compa- 
nies have extra cash, they rarely buy their 
own leading funds. Makes you wonder if 
they believe in their own product. 

Smart money? 

By Jonathan Clements 

IN 1988 T. ROWE PRICE did pretty 
well for its mutual fund investors. 
Both its Equity Income Fund and 

its High Yield Fund were ranked num- 
ber one for their fund category by Lip- 
per Analytical Services. Its Capital 
Appreciation and Growth &. Income 
funds also posted highly respectable 
results, returning 21% and 25%, 
respectively. 

So which was the larg- 
est mutual fund holding 
in T. Rowe Price Asso- 
ciates' corporate portfo- 
lio? Alas, it was none of 
these four. Try instead the 
languishing Growth 
Stock Fund, which last 
year returned a dismal 
6%, versus 16.5% for the 
s&p 500. The Growth 
Stock Fund was launched 
in 1950 by T. Rowe Price, 
the renowned growth 
stock investment theorist 
who died in 1983. Of late, 
the fund has fallen on 
hard times, and under the 
FORBES fund rating system 
it earns only a C for up-market perfor- 
mance and a D for down markets. A 
T. Rowe Price spokesman sheepishly 
notes that the firm's mutual fund 
portfolio isn't very actively managed. 

The folks at T. Rowe Price do at 
least eat their own cooking. Not so at 
Dreyfus Corp., where Chairman 
Howard Stein has only 13% of the 
company's $425 million portfolio in 
Dreyfus' own long-term funds. On 
Dec. 31 his three largest equity posi- 
tions were Diamond Shamrock, Pub- 
lic Service Enterprise and PSI Hold- 
ings. Stein's company also has $192 

million of cash equivalents, mostly in 
money market funds. But wouldn't 
Stein solve all his market-timing 
problems by putting Dreyfus' money 
in the Dreyfus Strategic funds, which 
aim to make money in both bull mar- 
kets and bear? At year-end Stein's 
vote of confidence in these funds was 
a paltry $6 million. 

Dreyfus isn't the only fund manag- 
er to have missed the stock market's 

rebound from the October 1987 crash. 
Boston-based Pioneer Group is sitting 
on $44 million in cash. Franklin Re- 
sources has $145 million, the bulk in 
short-term investments. 

Pioneer may represent the greatest 
divergence between what it's telling 
customers to do with their money and 
what it does with its own. The fund 
operator, which doesn't even offer a 
precious metals mutual fund, has a 
90% stake in a Ghanaian gold mine 
(the government of Ghana owns the 
other 10%). The development cost of 
the mine, which should begin opera- 

tions in late 1989, is $12 million, or 
$2 per Pioneer Group share. "We're in 
the [gold] business for two reasons," 
says William Keough, Pioneer's chief 
financial officer. "Number one, be- 
cause we think we can make money 
at it. And number two, because we 
think it gives us some additional pro- 
tection if the stock market were to go 
down substantially and therefore our 
management fees, which are based on 
assets under management, declined 
considerably." 

Eaton Vance's most popular fund 
invests in lower-grade municipal 
bonds. But what does it do with its 
own spare cash? Hard asset plays like 
Mississippi oil and gas drilling and 
North American gold mining. Its 
moneylosing real estate division 
owns two warehouses, two shopping 
centers and two office buildings. 

Privately held Fidelity Investments' 
holdings include eight Boston office 
buildings, a headhunting firm, and 
Boston Coach, a limousine company 
said to have been launched in 1985 
because Chief Executive Edward 
Johnson 3d had trouble getting a cab 
at the airport. At least it puts some- 
thing into its own heavily advertised 
funds, such as Magellan and Capital 
Appreciation. But Fidelity tends to 
avoid its own money market funds, 

tax-exempt funds and the 
notorious Select funds, 
which are single-industry 
crapshoots. "Those aren't 
so suitable for our corpo- 
rate objectives," says Rog- 
er Servison, Fidelity In- 
vestments' senior vice 
president for new busi- 
ness development. 

The New York City 
money management firm 
Neuberger & Berman 
pushes three highly suc- 
cessful growth funds, 
Partners, Guardian Mutu- 
al and Manhattan. Where 
does 85-year-old founder 
Roy Neuberger put his 
savings? In paintings. 

Neuberger turned to money manage- 
ment only after having first failed as a 
painter. He went on to become one of 
Wall Street's shrewdest traders and 
one of the nation's smartest investors 
in art. Neuberger, who tends to buy 
the works of unknown artists, bought 
Jackson Pollock's "No. 8, 1949" for 
less than $1,000 in July 1950, when 
Pollock was a struggling artist. Last 
month another Pollock painting, 
"No. 8, 1950," was snapped up at 
Sotheby's for $11 million. Who needs 
mutual funds when you can find tan- 
gible investments like that? ■ 
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Special Advertising Supplement 

Opportunities for Growth 

Produced and published in cooperation with the 
Florida Department ol Commerce. Division of .M 
Economic Development 

Florida responds to 
economic change, 
sets new course for 
business growth 

While much of the country 
adopts a wait-and-see 
attitude about economid 
prospects for the '90s 

growth and business opportunities 
demand a different mind-set 
throughout Florida. 

From Pensacola to Jacksonville! 
to the Florida Keys, the state is on a 
20-year streak of expansion with 
significant gains in employment 
earnings and per capita income 
Available labor, reliability of tele- 
communications services, excellen 
air transportation and the existence1 

of similar industries in growing1 

fields are among the factors attract 
ing new business to Florida. 

Across the state, in manufactur- 
ing plants, corporate parks ano 
university laboratories, clusters o 
interrelated industries are meeting 
the challenges of rapid technologi- 
cal change and global competition 
The opening of new film studios by 
Disney-MGM and Universal Stu- 
dios Florida spotlights the prospec 
of big-time film production in Flori- 
da. At the Kennedy Space Center 
the July 20 anniversary of the firs' 
manned lunar landing sets anothei 
kind of stage for the Sunshine 
State. Twenty years after Neil Arm 
strong's first tentative steps on the 
moon, Florida is taking the first bole 
steps toward the commercializa 
tion of space. 



ADVERTISEMENT 2 

Emerging Opportunities 

Florida's "information age" econo- 
my includes many diverse high- 
tech industries and is supported by 
a state university system at the 
forefront of technological research 
and development. Opportunities 
are especially strong in three 
areas: 

Information. Communications 
equipment, electronic components 
and computing equipment consti- 
tute nearly 58% of Florida's tech- 
nology-based manufacturing. Pro- 
duction is projected to more than 
double from $15 billion to $38 
aillion by 1997, and Florida firms 
are competing globally within spe- 
cialized markets. 

In an important supporting role, 
seven state universities are en- 
gaged in a $45 million project to 
develop industrial processes for 
lew and vastly more powerful mi- 
croprocessors. The University of 
South Florida's Center for Micro- 
electronic Design and Testing puts 
he next generation of materials 
and computer microprocessors to 
he test. At the University of Central 
-"lorida's Center for Research in 
Electro-optics and Lasers, light 
ceams are being used to drive ex- 
)erimental computer chips. 

Knight-Ridder Inc., a $2 billion 
nedia conglomerate and publisher 
)f The Miami Herald, nearly dou- 
)led the size of its information ser- 
'ices in 1988 when it purchased 
Dialog Information Services Inc. 
rom Lockheed Corp. 

Biomedical / Biotechnology. 
:lorida ranks fourth nationally in the 
lumber of medical equipment 
irms, and projections call for nearly 
15,000 jobs by the year 2000 at 
:ompanies such as American 
)ade Division of Hospital Supply, 
Cordis Corp. and Coulter Electron- 
:s—all of which enjoy worldwide 
sputations within the biomedical 
eld. 

In Tampa, Bausch & Lomb has 
•egun construction on a new $36 
nillion corporate headquarters for 
'harmafair Inc. The site will also 

Speechviewer, a product de- 
signed to help those with speech 
and hearing disabilities, was 
developed in Boca Raton by an 
IBM group called Special 
Needs Systems. Boca Raton is 
also home for IBM's manufac- 
turing systems products, includ- 
ing robotics and ruggedized 
rack-mounted systems for plant 
floor use. The company has 
9,000 Florida employees. 

house research and development 
facilities and some high-tech man- 
ufacturing for the company's oph- 
thalmic and optical products. 

Key to growth in this industry is 
the availability of state-sponsored 
research and development. At the 
University of Miami School of Medi- 
cine, Florida's Applied Research 
Grants Program has helped bring 
about the development of patented 
medicinal drug-delivery methods. 
Microdroplet technology, devel- 
oped by Dr. Duncan Haynes, al- 
lows a wide range of medications 
to be directly injected into muscle, 
skin and other tissues, instead of 
into the bloodstream. The Universi- 
ty of Florida's Biotechnology Center 
creates genetically engineered 
plants, animals, pesticides and 
vaccines. 

Space and Defense. This manu- 
facturing sector has sustained an 
annual 7.8% growth rate since 
1979 and employs more than 
70,000 Florida workers, including 
the highest concentration of engi- 
neering talent in the Southeast. 

Firms such as Martin Marietta 
and McDonnell Douglas continue 
to win major government contracts 
on the strength of their research 

and development capabilities in in- 
frared imaging and electro-optics. 
New federal policies have stimulat- 
ed a commercial space industry 
with projected sales of $30 billion 
by 1990 (see sidebar). 

Florida's high-tech infrastructure, 
which has been evolving since the 
late '50s, will benefit new industries 
as the manufacturing focus shifts 
from weapons systems to commer- 
cial rockets, satellites and simulator 
training. Lockheed Space Opera- 
tions Co. is already investing $5 
million in a facility for space-related 
research and development in Bre- 
vard County. 

Expanding Opportunities 

Florida's well-established sectors 
are building on past strengths and 
tapping into new markets. The state 
recorded a 10% increase in retail 
spending during 1988, reaching 
more than $94 billion in sales. Tour- 
ism is booming with dramatic 
growth in the number of internation- 
al visitors. Health care is heating up 
as well. A new 300-employee medi- 
cal complex gives Cleveland Clinic 
a foothold in Broward County, and 
the prestigious Mayo Clinic has un- 
veiled plans for a $30 million ex- 
pansion in Jacksonville. 

Other areas of development 
include: 

Business Services. Advanced 
business services, combined with 
health care, represents about 30% 
of Florida's gross state product and 
more than 60% of all service jobs 
created between 1980 and 1986. 
The sector tends to grow most rap- 
idly in areas with a high number of 
business formations, and Florida is 
the national leader in that category. 

Jacksonville's successful woo- 
ing and winning of the credit card 
operations center for American 
Express Travel Related Services 
Inc. indicates what Florida can 
offer firms that provide advanced 
business services. According to 
Richard M. Interdonato, vice presi- 
dent of operations and systems, 
"The bottom line is that Jackson- 
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Pressroom Foreman Hayvard Brantley 
wanted readers of The Bradenton (Fla.) Herald 
to see red. But a local car dealer had ordered 
yellow ink for the prices in his ad. Brantley saw 
that the ad was impossible to read, and changed 
the color. Two other area papers, never 
questioning the dealer's instructions, ran the 
ad in illegible yellow The car dealer called 
Knight-Ridder's Bradenton Herald to say 
"Thanks for thinking of me." 

In St. Paul a businessman howled. His 
small ad for copier machines appeared right 
next to a much larger ad for another copier 
company in the Business/Twin Cities section of 
the St. Paul Pioneer Press Dispatch. When Vice 
President and Advertising Director Tom Golden 
heard about the mix-up, he offered to run the ad 
again free in the next Sunday edition. The 
Pioneer Press Dispatch gained a satisfied-and 
now frequent - advertiser. 

Night Composing Supervisor Tammy 
Register called the publisher of The (Milledgeville, 
Ga.) Union-Recorder at home late one night. She 
wanted to stop the presses. No exclusive story or 
cataclysmic news event: An ad was incorrect. 
Not only did Publisher Roger Coover say, "Stop the 
presses," but he immediately drove to the paper 
to thank Tammy for watching out for a customer. 

These examples might appear small, but 
they underscore Knight-Ridder's unending quest 
to satisfy our customers at our daily newspapers 
and our worldwide business information services. 

The message is not new We've always believed 
in outstanding service and editorial excellence. 

But the world is changing. It's becoming 
increasingly competitive. To meet this challenge, 
we are determined to be even more fiercely 
attentive to the needs of our customers. 

Knight-Ridder. With over $2 billion in 
total revenue. Reaching more than 100 million 
people every day in 89 countries. Never 
forgetting that every reader, every 
advertiser and every subscriber 
counts. And every little ad adds up. IEB 

lidwide communications company with business information services, cable systems and 30 daily newspapers. 



ADVERTISEMENTS 

ville won out because of the quality 
and availability of a strong labor 
force that will provide us with the 
number of experienced people to 
do the job we do. American Ex- 
press is very dynamic and fast- 
growing, and our quality of service 
is very important." 

USAA, a major insurance provid- 
er, is investing more than $30 mil- 
lion in a regional headquarters fa- 
cility and adding 1,300 jobs to 
Tampa's economy. Chase Manhat- 
tan and Time Inc. are among the 
major firms behind the growth in 
the city's advanced business-ser- 
vices sector. 

In Columbia County, Jefferson 
Pilot Life Insurance Co. has opened 
a new office to process claims for a 
three-state area. Among the new 
buildings taking shape in the Orlan- 
do area is the American Automo- 
bile Association's new $30 million 
national headquarters. 

Opportunities for Growth 

An aerial rendering of Hidden River Corporate 
Park in Tampa Advanced telecommunications 
systems built into the development helped 
earn it GTE's SmartPark designation 

Utilities and Communications 
Support. Florida Power & Light Co. 
serves an area of the state that 
includes four of the ten fastest- 
growing U.S. metro areas. It has 
added more customers during the 
past ten years than any investor- 

One Giant Leap 
for Business 
Mercury. Gemini. Apollo. Skylab. 
The Space Shuttle. Those are 
the impressive references on 
Florida's resume as it jockeys for 
position to lead the nation to- 
ward commercialization of 
space. The state's ambitious 
plans have strong links to Ameri- 
ca's history in space and recent 
changes in the nation's space 
policy. 

President Reagan ordered a 
halt to private payloads on 
space shuttle missions in 1986. 
This triggered competition 
among rocket makers like Mc- 
Donnell Douglas, Martin Marietta 
and General Dynamics for com- 
mercial launch contracts worth 
up to $1.5 billion. With Pentagon 
projects now tying up NASA's 
facilities, a new opportunity ex- 
ists to develop a launch site for 
private industry use. 

Further, in January 1988, the 
White House released a strate- 
gic plan that effectively ended 

the federal government's mo- 
nopoly on space, calling for the 
development and use of private 
sector space capabilities with- 
out direct federal subsidy. By 
the year 2000, commercial 
space ventures will represent a 
multibillion dollar market. 

Although Florida faces com- 
petition in its quest for space 
market share, the state's existing 
facilities and location give it 
the logistical-and logical-edge. 
There are 20 launch sites either 
planned or operational in far- 
flung locations around the world, 
but the cost and problems asso- 
ciated with transporting launch 
vehicles, payloads and techni- 
cians halfway around the world 
would be prohibitive for Ameri- 
can firms—especially when the 
critical elements are already in 
place in Florida. They're also al- 
ready in use. Six commercial 
rocket launches are scheduled 
in Florida for 1989, all within ear- 
shot of the gantry where the 
crew of Apollo 11 blasted off for 
the moon 20 years ago. 

owned utility in the nation and—a 
the same time—improved service 
quality and customer satisfaction 
Enormous growth in the public utili 
ties sector has also led to in 
creased services for businesses 
coming into the state. Planners whe 
are considering sites in Northwes 
Florida, for instance, get high-tect 
assistance from Gulf Power's Busi 
ness Development Center. Infor 
mation on 12 communities ha: 
been organized on laser disks, anc 
"armchair" tours can be called uf 
instantly on an interactive videcj 
screen. 

The University of Central Florida conducts di- 
verse simulation research through its Institute I 
for Simulation and Training, and it established! 
the nation's first degree program in this field. 

Florida's      telecommunciationj 
systems    are    particularly    we| 
equipped for growth,  with thoi 
sands of miles of fiber optics, netj 
works  for  advanced   informatiol 
services, and digital capabilities fc 
voice, video and data transmissior 
Computerized switching centers 
most central offices mean quicke 
connections, more efficient mainte 
nance and faster setup of servicj 
for new customers. Hidden Rive 
Corporate Park in Tampa, for e> 
ample, features a prelaid fiber-op 
tic network that will allow tenant 
access to a sophisticated telecor 
munications system. This attentic 
to    the    future    communicatior 
needs of industry has earned Hie 
den River official designation as 
GTE SmartPark. 

Printing and Publishing. Thesl 
fast-growing, high-employment irl 
dustries represent Florida's thircl 
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; you dismiss the 4dea, just ask yourself 

couple of questions. Would, you like more 

apital? Less inventory? Lower costs? How 

"about greater customer satisfaction? 

Of course, you say, but you've looked-at 

.all those. 

" Well, have you looked from the perspec- 

tive of transportation? 

Because surprisingly, transportation 

offers one of tfje few points of common 

access to-all those opportunities. Starting 

from the premise that transportation isn't 

just a discrete cost.   _ 

L«ft mJOf:^ 

I 
It's a resource. 

For instance, how much less inventory 

could you carry with more frequent inbound 

and outbound deliveries? And what would 

more flexible, more timely deliveries do for 

customer satisfaction? 

Transportation opens up a hidden fron- 

tier for fine-tuning your entire business. 

Whether it amounts to $2 million a year. Or 

$2 billion. 

If that makes sense, please call us at 

1-800-446-5511. Notto talk transportation, 

but to talk business. 

We're there at every turn.' 
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najor highway with only two lanes. 

Now you know why you need Micro Channel from IBM. 

Picture it. 
Rush hour traffic. Two narrow lanes. 

All backed up and no place to go. 
If you're lucky, this isn't the situation 

you face on the road every day. But it does 
describe what's going on inside most personal 
computers. 

That's why IBM developed the 
Personal System/2® with Micro Channel.™ 
Micro Channel gives the PS/2® more "lanes" 
to handle the flow of information. Within 
your system. And between systems. It's a 
veritable superhighway. With an impressive 
combination of speed and reliability that 
leaves ordinary computers far behind. 

Best of all, the IBM Micro Channel 
delivers data faster and makes the most of 
your expansion card performance, all with 
improved reliability. And when you're ready 

to add new cards, including the latest "intelligent" ones, Micro Channel 
gives you an easy, switchless way to do it. More proof that when you're 
thinking ahead, you're 
thinking IBM. 

Ask your IBM Authorized 
Dealer or IBM marketing 
representative about the 
IBM Personal System/2 with 
Micro Channel. For a dealer 
near you, call 1 800 IBM-2468, 
ext. 121. 

Just make sure you fasten 
vourseat belt. 

8M Personal Sysiem/2arW PS/2 aw regreteredlraoemartso^ McfoCranoeJisaVa<toT«rt<^HemaKy»atBusressMachnesCorporaiCfi c i969ieMCirp 
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largest pool of manufacturing jobs 
(after electronics and transporta- 
tion equipment), and they account 
for the largest annual job gains 
among the state's producers of 

The Jacksonville Landing is a popular 
festival marketplace located downtown on 
the North bank of the St Johns River 

nondurable goods. In terms of val- 
ue-added manufacturing, printing 
and publishing are comparable to 
aerospace in their contribution to 
the state economy. With more than 

Opportunities for Growth 
2,000 publishers and printers state- 
wide, this category also has more 
establishments than any manufac- 
turing segment in Florida. 

Anchor/Lithkemko, a manufac- 
turer of chemicals used in litho- 
graphic printing, moved from New 
York to Clay County and realized 
immediate savings with Florida's 
lower business costs. Company 
President Jim Meister is impressed 
with Clay County's skilled labor 
pool and its distribution services: 
"We've had tremendously efficient 
production from our employees 
here, better than we ever had in 
New York. I didn't have to lose qual- 
ity to lower business costs, and I 
can service my national and inter- 
national customers easily from this 
location." 

In  addition  to  its  interests  in 

Bausch & Lomb Looked At This Forest 
And Saw A Lot More Than Trees* 

OcrC 3 W ny* Along the Hillsborough River in Tampa is 513 acres of densely 
forested, and intensely peaceful, land. 

But when Bausch 6k Lomb decided to build a 150,000 square foot world 
headquarters building there for Pharmafair, its pharmaceutical subsidiary, they saw a lot 
more than trees and water. 

They saw a blossoming new business environment known as Hidden River 
Corporate Park, with future plans for 4.2 million square feet of office space, 145,000 
square feet of retail space, and two hotels. 

They saw immediate access to 1-75, and a location only minutes from downtown 
Tampa and its international airport. 

And they saw behind it all the strength and credibility of Kilroy Industries, one of 
the largest real estate developers in the nation. 

You don't have to miss the forest for the trees. Come see what Bausch 6k Lomb 
saw...at Hidden River. 

! Hidden River 
Corporate ftrfc 

Another Kilroy Development. For more information, call (813) 228-8600. 

broadcasting and information ser 
vices, Miami-based Knight-Ridde 
Inc. wields considerable publish 
ing clout in Florida. The award-w 
ning Miami Herald is the state' 
largest newspaper, with daily circu 
lation of nearly 450,000. Schoo 
book Book Fairs Inc., an interna 
tional publisher of children's books 
magazines and posters, with sale 
of nearly $40 million, is moving it 
corporate headquarters (and som 
500 jobs) to St. Petersburg. Th 
nation's largest textbook publishei 
Harcourt Brace Jovanovich, ha 
also become an economic force 
Central Florida since relocating it 
headquarters there in the earl 
'80s. 

International Trade. Foreigi 
trade is expanding explosively, am 
it presents growth opportunities fc 
a variety of industries. More firm 
than ever are competing in a globs 
market—one that's four times th 
size of the U.S. domestic market. I 
Florida, businesses have discov 
ered the transportation system 

Belfab Division/Pacific Scientif- 
ic in Daytona Beach is among 
many firms engaged in high- 
tech production. Here, precision- 
welded metal bellows are fabri- 
cated, inspected and shipped to 
customers all over the world. 
"The abundant labor supply, the 
reasonable cost of setting up 
shop and the legendary lifestyle 
have contributed to the suc- 
cess of recent arrivals in our 
community," says Don Fockler, 
president of Belfab Division/ 
Pacific Scientific and president 
of the Volusia County Business 
Development Corporation. 
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Of Informatio 

f you're considering Florida for a 
xisiness location or expansion, 
jon't wait until you're ready to 
iave the power turned on to call 
JS. We have a staff of Energy 
Management Consultants who 
nake it their business to help you 
get the most from your business. 

FPL Energy Management 
Consultants can be helpful in 
assisting with site selection and 
ocility planning. They have 

ample experience helping com- 
panies like IBM and Rockwell 
International set up efficient 
energy systems. They can make 
sure your lighting system is 
designed for maximum efficiency, 
see that you take advantage of 
the right rate and make sure you 
know about new energy tech- 
nologies that could benefit       i 
your business. 

Use us for knowledge 

as well as power. Call c_. 
(305) 552-4647 or write to: 
Larry Adams, Vice Presid< 
Economic Development, FPL, 
PO. Box 029100, Miami, FL 33102 
and ask about our relocation 
assistance. 

FPL 
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shipping services and international 
banking capabilities they need to 
reach foreign buyers. The weak- 
ened dollar adds to their competi- 
tive edge. 

Meanwhile, Florida's transporta- 
tion systems are humming with in- 
ternational activity. Total foreign 
trade through Florida reached a re- 
cord $27.6 billion in 1988, and 
statewide exports were up by 28%. 

Agriculture and Food Process- 
ing. The Sunshine State exports 
more than $400 million in agricul- 
tural products and an additional 
$260 million in food products annu- 
ally. 

Food processing is Florida's 
fourth largest manufacturing sec- 
tor. Once limited to the state's agri- 
cultural products, the industry has 
expanded into upscale consum- 
ables such as pastries, desserts 
and baked goods. Pepperidge 
(■arm has invested $80 million in 

Opportunities for Growth 
two new Lakeland bakeries to pro- 
duce bread, cookies and crackers. 
In Bradenton this year, Flowers In- 
dustries is opening a $20 million 
factory for bakery products. 

A Work Force For 
The '90s 

A booming economy, expanding 
markets, a favorable tax structure, 
cost-of-business advantages and 
an unsurpassed quality of life are 
well-established Florida advan- 
tages. With those considerable as- 
sets in the bag, the state has been 
able to focus on the remaining key 
to attracting new industry: its work- 
ers. 

Working age, well-educated peo- 
ple are pouring into Florida from oth- 
er states at the rate of 200,000 per 

year. Florida has the second-fast 
est growing work force in the na 
tion. Tom Jones, an executive with 
Ryder System, points to his com 
pany's success in attracting quali- 
fied people. "We have been able tc 
recruit top professionals and grad 
uates to Miami, where there is 
favorable personal and business 
tax climate, as well as a warm cli 
mate. We have an industrious, reli 
able and hard-working force." 

But the state's education anc 
business leaders know that man} 
of the best employees are yet tc 
come—from Florida's own higr 
schools, community colleges, vo 
tech centers and the state's univer 
sity system. Consider: 
•The state's university systen 
ranks fifth nationally in size and 
third in the number of National Meri 
Scholars pursuing undergraduat* 
degrees. 
•Florida has the second highes 

28 GREAT REASONS 
TO DO BUSINESS IN FLORIDA 

Florida's great 28 community colleges respond to your business needs. 
We tailored programs when: 

* A major corporation needed a specialized rocket safety training course 
* An electronics firm needed to give new employees robotics training 
* Health care providers urgently needed critical care nurses 

If you'd like information about how Florida's community college system can 
play a creative role in your business, call 904-487-4943. 

BREVARD     BROWARD     CENTRAL FLORIDA     CHIP0LA     DAYT0NA 
BEACH     EDISON     FLORIDA COMMUNITY COLLEGE AT JACKSONVILLE 
FLORIDA KEYS     GULF COAST     HILLSBOROUGH     INDIAN RIVER     LAKE 
CITY     LAKE-SUMTER     MANATEE     MIAMI-DADE     NORTH FLORIDA 
0KAL00SA-WALT0N     PALM BEACH     PASCO-HERNANDO     PENSAC0LA 

POLK     ST. JOHNS PIVER     ST. PETERSBURG     SANTA FE     SEMINOLE 
SOUTH FLORIDA     TALLAHASSEE     VALENCIA 

THIS AD WAS MADE POSSIBLE THROUGH PRIVATE CONTRIBUTIONS 
Equal Access Equal Opportunity Institutions 



W fessional golf and tennis are big 
I iness, and they chose Jacksonville for 
p iness reasons. Our outstanding quality 
rf ife provides an attractive atmosphere to 
Ijwcase their sports. And Jacksonville's 
Cisolidated government, productive labor, 
e sonable land prices and low taxes 
■vide the business environment they 
■d. Come see Jacksonville for yourself, 
^ltact Tom Wade, Vice President of 
Innomic Development, the Jacksonville 
limber of Commerce, at (904) 366-6600. 
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community-college enrollment in 
the United States. It was the first 
state to establish endowed faculty 
chair programs at the community- 
college level. 
•Miami-Dade Community College 
celebrated its 25th anniversary by 
being named the best community 
college in the United States. 

Industries in Florida have access 
to the education system through 
innovative training and funding 
channels. One successful pro- 
gram—which is a national model of 
effective and efficient education 
delivery—has established more 
than 20 Centers for Electronics Em- 
phasis and Specialization state- 
wide. 

Florida's Industry Services Train- 
ing Program enables firms to have 
a skilled work force in place when 
they open a new facility, and it is 
available to new or expanding in- 
dustries at little or no cost. Grum- 

Opportunities for Growth 

Florida's Governor Bob Marti- 
nez (center) tours the computer- 
integrated manufacturing lab at 
Valencia Community College in 
Orlando. IBM picked Valencia 
as one of 48 colleges nationwide 
to receive sizable donations of 
computer hardware and software 
for its robotics lab. The facility is 
one of the most advanced training 
labs in the state. 

man Aerospace, J. Walter Thomp- 
son, Time Inc., Olin Corp. and 
American Express are just a few of 
the companies that have success- 
fully used this customized employ- 
ee training. 

The Sunshine State Skills Pro- 
gram, established in 1985, encour- 
ages community colleges to work! 
with new or expanding businesses, 
to provide customized, short-termj 
training required for employees. 
"Over 2,000 of our employees havei 
become computer-literate and 
have upgraded their personal com- 
puter skills with on-site training pro- 
vided by Brevard Community Col-j 
lege," says McDonnell Douglas 
Vice President Bill Skibbe. While 
commenting on film production in 
Florida, Steven Spielberg hac 
equally high praise for Valencia! 
Community College's joint prograrr 
with Universal Studios for training 
young film makers and technicians;; 

If the question involves 
Relocation St 

Expansion 
the answer is 

Volusia County, 
Florida 

• A versatile site for business 6c 
industry 

• At the crossroads of Central 
Florida 

• Rapidly expanding work force 
• Right-to-work law 
• Low land, labor & housing cost 
• Five colleges 8r universities 
• Spectacular quality of life 

Send for free comprehensive 
Volusia County Data Profile 

Jim Reichardt, Executive Director 

^- -    V^^F   V/olusia County 

^TBUSINESS 
^ DEVELOPMENT 

— ■ Corporation 

101 Corsair Drive, Suite 103 
Daytona Beach, Florida 32014 
(904)255 8888    Fax (904) 255-1604 

IF YOU'RE GOING 
TO RE-LOCATE 
TO FLORIDA. 

BETTER KNOft 
WHICH END 

IS UP. 

from the top. The 
ten county region of Northwest Florida has more 
of what your business needs than any other 
section of the Sunshine State: 

A labor force that is industrious, well-educated 
and mostly non-unionized. A location that puts 
you as close to St. Louis, New Orleans and 
Atlanta as it does to Miami. Industrial land that 
can be purchased as inexpensively as anywhere 
in the Southeast. Full transportation services by 
major air, rail, sea and trucking sources. 

In short Northwest Florida has it alL Includ- 
ing near-perfect year 'round weather, the most 
beautiful white-sand beaches in the world, and 
a very harmonious relation with state and local 
government. 

To find out more about Northwest Florida, and 
how Gulf Power can help you plan an energy 
efficient plant, just drop your business card in an 
envelope and send it to Bob Cordes, 
Economic Development Department. 
Gulf Power Company, 
PQ Box 1151, Pensacola, FL 

■S^n^221   Gulf Power 
NwK I HFltST FLORIDA*     the southern eiectnc system 

THE BUSINESS END OF THE SUNSHINE STATE. 

A 

Take a Close Look 
at Clay County 

What community can offer you all the 
amenities for business as well as a quality 
lifestyle? Clay County can. With an 
excellent labor force, numerous training/ 
college facilities, multiple industrial parks, 
air, rail, and water transportation, Clay 
County is the prime destination for your 
business. 

As well as being a part of the Jackson- 
ville metropolitan area, the fastest growing 
area in the fastest growing state, Clay 
County offers you and your family a 
quality standard of living with navigable 
waterways, a top school system, and 
beautiful waterfront urban/rural homesites. 
Call or write today for your Economic 
Development Profile and take a closer look 
at Clay County! 

Clay County Economic 
Development Council 
1734 Kingsley Ave. 
Orange Park, FL 32073 
(904)264-7373 
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Spielberg to Hollywood: 
"Florida is the New 
Horizon." 

Most of the buildings are mere 
facades. The fires, earthquakes, 
floods and shootouts are only 
special effects. But the econom- 
ic impact is for real. 

When Universal Studios Flori- 
da and Disney-MGM Studios 
opened for film production in 
1988, Florida moved noticeably 
closer to its goal of attracting 
more movie and television pro- 
duction. The six sound stages 
(three existing, three planned) at 
Disney-MGM and six stages at 
Universal (four existing and two 
under construction with room for 
five more) give the state plenty of 
credibility as it lures film makers. 
One $15 million Florida produc- 
tion already filmed this year is 
Ron Howard's Parenthood, a 
comedy starring Steve Martin, 

Jason Robards and Mary Steen- 
burgen. Informed sources are 
projecting that movie and televi- 
sion production will contribute 
more than $185 million to the 
economy in 1989—a figure they 
hope will climb to $1 billion in the 
early 1990s. 

Film maker Steven Spielberg, 
who is also a creative consultant 
for Universal Studios, sees Flori- 
da's emergence as a positive 
development for the industry. As 
he pointed out during an inter- 
view on NBC's Today Show 
"There's a bit of a crunch here 
(in Hollywood), and Florida is the 
new horizon for a little more el- 
bow room." 

With movie and television pro- 
ducers, as with any business, 
much of the case Florida makes 
for itself is pure economics. Uni- 
versale Studio Manager Norm 
Rice considers production sav- 
ings of 25% or even 30% to be 
realistic. 

FLORIDA 
Need Information? 

If you need assistance in evalu- 
ating Florida for business in- 
vestments, please use services 
available from the Florida De- 
partment of Commerce, Division 
of Economic Development. We 
have an experienced research 
staff standing by to answer your 
questions concerning: 
• the availability and cost of 

labor, 
• Florida's right-to-work laws, 
• transportation accessibility, 
• utility costs, 
• state and local development 

incentives, and 
• quality-of-iife considerations. 

Department of Commerce 
staff can also arrange for you to 
receive computerized data on 
available industrial buildings, 
site tours and local liaison ser- 
vices and customized presenta- 
tions on Florida's business ad- 
vantages. Complete confidenti- 
ality is part of our service, and 
we'll set up coded referrals upon 
your request. 

Take advantage of growth op- 
portunities in Florida today. Call 
(904) 488-5507 or write to the 
Florida Department of Com- 
merce, Division of Economic De- 
velopment, The Collins Building, 
Tallahassee, Florida 32399- 
2000. ■ 

FLORIDA TOPS 
THE U.S. IN NEW 

PLANTS AND 
EXPANSIONS. 

Top Ten States in 
New Plants and Expans ions 

1988 1986-88 
Florida 335 Florida 805 
CA 313 CA 797 
NC 282 NC 629 
NY 248 IL 585 
OH 218 TX 558 
KY 214 NY 517 
GA 204 GA 505 
IL 193 KY 484 
TX 180 VA 433 
VA 174 Ml 409 

Source: Conway Data Survey 

According to a recent 
survey, Florida has now 
climbed to number one in 
new plants and expansions. 

But unlike many surveys, 
this one isn't based on statisti- 
cal compilation or hypothe- 
sis, Instead ifs based on the 
actual number of significant 
corporate investments that 
took place. 

That kind of dollars and 
cents commitment doesn't 
just happen. 

There are reasons. 
The same ones, in part, 

that have made the Sunshine 
State number one in the 
Southeast in virtually every 
manufacturing category. 

The information is avail- 
able that explains these 
reasons in detail. 

Call 1-904-488-5507 or 
write the Florida Department 
of Commerce, Division of 
Economic Development, 
501 Collins Building, Suite FB, 
Tallhassee, Florida 
32399-2000. 

FL   RIQA 
People like to work where 

they like to live. 

I DESIGN BY DE MARTINO DESIGN 



FLORIDA HIGH SCHOOL GRADUATES 
CONTINUING THEIR EDUCATION 

FUNDS FOR HIGHER EDUCATION EXPENDITURES FOR 
VOCATIONAL EDUCATION 

PERCENT 

60 

$ MILLIONS 
1700 

_50 / 

79'80 81 '82'83'84'85'86'87'88 '81   '82  '83  '84 '85   '86  '87 

$ MILLIONS 
700 

Well-educated employees are just one of the reasons businesses are attracted to Florida. For the complete 
story, contact the Florida Department of Commerce, Division of Economic Development, 501 Collins Building, 
Suite EF,Tallahassee, Florida 32399-2000; (904) 488-5507, facsimile number (904) 487-3581. 

nopiMk 
People like to work where 

they like to live. 



The airline business has always attracted 
hustling newcomers. Here's a young pair 
that seem to have made a go of it. 

West Air flies high 

Miguel Fairbanks 

ESTAIR Chairman Timothy 
Flynn, 38, and President Mau- 
rice Gallagher, 40, are the kind 

l)f businessmen who rush in where 
pthers fear to tread, and don't mind 
raising eyebrows along the way. They 
itarted a commuter airline in Califor- 
lia in 1983, just as other startups were 
;oing bankrupt—including Pacific Ex- 
cess, an airline where Flynn and Gal- 
agher were top executives. 

Go back a decade. Deregulation in 
i978 fills the skies with low price/low 
iervice airlines. "I was a dumb young 
cid. I wanted to start a jet airline," 
ecalls Gallagher. He found one in 
'acific Express, a startup with seed 
noney from Citicorp. Gallagher be- 
ame chief financial officer. 

Pacific Express went wing-to-wing 
vith United, flying cheap-seat jets be- 
ween big markets like Los Angeles 
nd San Francisco. But entrenched ri- 
als saw something else: unwelcome 
ompetition. "By the time Pacific Ex- 

press came along [in 1982], the big guys 
saw enough to know they wanted to 
kill the sparrow before it became a 
hawk/' says Gallagher. Price wars en- 
sued. A San Francisco-Portland ticket 
cost $150 in late 1981; by early 1982, 
$49. Pacific Express went public in 
1982; in 16 months it was bankrupt. 

Instead of being frightened by the 
experience, Gallagher and Flynn, who 
ran the Pacific Express commuter 
business, were energized by it. They 
bought Pacific Express' commuter 
line for about $200,000 in 1983. The 
airline flew propeller planes into San 
Francisco from tiny towns and be- 
tween cities like San Jose and Fresno, 
too small for big carriers. 

From their experience with Pacific 
Express, Flynn and Gallagher figured 
it wasn't smart to take the big carriers 
head-on. United had marketing ties 
with commuters feeding traffic into 
its West Coast hubs, but one by one 
they went broke. WestAir was small 
but profitable, earning $194,000 on 
$6.7 million in revenues in 1983. So 

when WestAir proposed an alliance, 
United listened. In 1984 WestAir be- 
gan coordinating schedules with 
United into San Francisco. In 1985 it 
adopted the "UA" designator code, 
allowing WestAir flights to be listed 
with United in reservation systems. 

WestAir now had a key feature that 
the old Pacific Express had lacked: 
distribution. Without access to a ma- 
jor reservations system, a small carri- 
er is crippled. All it lacked was planes 
to increase flight frequency and build 
market share. 

No big problem. WestAir leased 
planes made by Embraer, Brazil's gov- 
ernment-owned aircraft manufactur- 
er, which encouraged exports via sub- 
sidies that made cheap leases possi- 
ble. It also represented off-balance- 
sheet financing—a necessity for a 
thinly capitalized business. WestAir 
has noncancelable operating leases of 
$252.6 million, versus total balance 
sheet assets of $64.1 million. 

In 1986 United tied the knot with 
its feeders, including WestAir, which 
now fly under the name United Ex- 
press. It's been a gold mine for West- 
Air. Revenues more than doubled 
from $59.2 million in 1987 to $134.5 
million last year. Net income, flat 
between 1985 and 1987 at about $1.4 
million, was $4.8 million in 1988. 

There is a possible hitch, however. 
The deal can be terminated by United 
any time and doesn't prevent United 
from flying WestAir routes. Could that 
happen? Last September United began 
flying Milwaukee-Chicago, pushing 
out a United Express partner, Air Wis- 
consin, from a big profit route. The 
commuter's stock and earnings tum- 
bled. At the same time, United began 
flying WestAir's Monterey-San Fran- 
cisco line, a smaller route that had less 
drastic effect. Gallagher says he isn't 
worried: "United knows it can't take 
the gravy and leave the bones." 

There are other questions. In Febru- 
ary WestAir entered into an agree- 
ment with a private outfit owned by 
Flynn and Gallagher to act as a "finan- 
cial adviser" to obtain more planes. 
The pair won't disclose their fee, but 
since being brought public last Octo- 
ber by Drexel Burnham Lambert, 
WestAir has increased lease commit- 
ments by 45%. In February WestAir 
also agreed to give component main- 
tenance work to a private Flynn and 
Gallagher company. Potential for con- 
flict, says one banker, "shows a disre- 
gard for their public constituency." 

But for now, WestAir flies high. 
And Gallagher and Flynn control 45% 
of the shares, currently worth $26.6 
million. The nervy pair just may have 
pulled it off this time. ■ 
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HOT EVERYBODY UNDER 
THE HOI 

If you think it's love that makes 
the world go'round, you don't know 
about all the hate groups springing up 
around us. 

Hate groups like the Silent Broth- 
erhood, the Aryan Nations, the Skin- 
heads, the National Association for the 
Advancement of White People and, of 

course, the ever-hateful Ku Klux Klan. 
The groups may vary, but as Pent- 

house discovered, their thinking is the 
same: blacks are out to pollute their 
blood, Catholics are vassals of the Pope 
and "satanic" Jews are subverting 
the banking system, the government 
and the media. 

for almost a dozen yearsl 
house has been investigating tl 
groups. Exposing everything frorj 
violent creeds to their swelling R) 

We've even interviewed many oj 
leaders, including David Duke, v| 
recent election to the Louisiana i 
ture sent a shock wave across Arta 

•Leslie Rifkm Penthouse Readers pet Copy Study ABC. JO   tatement 6 mos ending Dec 1988   tFall 1988 MRI Study     Based on salary levels ol $40,000 and over 
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IEETIH PENTHOUSE IS IN 
R LOVE. 

f 's this kind of investigative 
fig that has earned Penthouse 
* 4 journalistic awards. And en- 
8>to reach over 16.5 million read- 
* issue* 
leaders who love knowledge: 
I jse has an even higher percent- 
o readers who went to college 

than Esquire has* 
Readers who love success: A 

higher percentage of our readers are 
executives than Playboy's readers.0 

And readers who love to spend: 
Last year the read 

dollars worth of consumer goods. 
Is it any wonder our ad pages 

went up 15% between 1986 and 1988? 
All these facts should compel 

you to harbor at least one prejudice. 
A prejudice 

._ 

ers of Penthouse      JL-M      Mill   I^H> towards 

bought 50 billion iLll I MV/UwC Penthouse. 
WHERE NOTHING IS MORE NRKEDTHRN THE TRUTH. 
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Numbers Game 

With a simple bookkeeping change, com- 
panies can turn profits into losses—and 
vice versa. In many cases, the changes are 
perfectly justified, but the practice creates 
big opportunities for abuse. 

Earnings helper 

By Dana Wechsler 

No ONE EVER SAID accounting 
was an exact science. How in- 
exact it can be has been illus- 

trated in two recent cases: Cineplex 
Odeon (FORBES, May 29) and Block- 
buster Entertainment. Both 
companies   minimized   the 
amortization of assets to the 
benefit of reported earnings. 

In the case of Cineplex 
Odeon, the movie theater 
circuit amortizes its lease- 
hold improvements—seats, 
carpet, equipment and the 
like—over an average of 27 
years, despite the fact that 
many of these assets will al- 
most certainly be on the 
scrap heap long before 27 
years have elapsed. 

In Blockbuster's case, the 
aggressive videotape rental 
store chain recently spread 
the amortization period for 
its tapes from a fast writeoff 
over 9 months to a slow one 
over 36 months. That book- 
keeping gimmick added $3 
million, or nearly 20%, to 
Blockbuster's reported 1988 
income. Last month a Bear, 
Stearns report critical of 
Blockbuster's accounting policies 
sliced over $226 million off the com- 
pany's market value within two days. 

Questions about proper amortiza- 
tion and depreciation schedules even 
involve companies that have never 
been accused of dubious accounting 
practices, as Cineplex and Blockbuster 
have. Consider General Motors. Until 
1987 GM wrote off tools and dies at by 

far the fastest rate in the car business. 
But in that year the company slowed 
amortization of its tools and dies down 
to a level comparable with those of 
Ford and Chrysler, GM was in no wise 
cooking the books, but the move did 
increase GM'S reported earnings by 

^C 

o 

0 c 

- 

$2.55 per share; total earnings came to 
$10.06 per share that year. 

In 1984 IBM shifted from acceler- 
ated depreciation to the straight-line 
method for its rental machines, plant 
and other property. According to 
Thornton O'glove, author of the Qual- 
ity of Earnings, Report, the change in- 
creased IBM'S reported earnings by 
$375 million, or 37 cents a share. 

What's going on here? When il 
comes to amortization and deprecia 
tion, Generally Accepted Accountinj 
Principles provide only the vaguest o 
guidelines. Management is suppose< 
to write off assets over their estimatet 
useful lives. But asset life expectanc 
is highly subjective, and is influence< 
by a myriad of factors. A state-of-the 
art computer that will function me 
chanically for 50 years could becom 
technologically obsolete in 5. Is it 
estimated useful life 5 years, 50 year 
or somewhere in between? 

Another tough question: If some 
thing happens that will reduce (o 
lengthen) an asset's useful life, shoul 
management be required to chang 
the depreciation schedule, to bette 
reflect economic reality? 

In a situation like this, where therj 
can be honest differences of opiniorl 
there is clearly room for the kind c 
abuse that prevailed in the Cineple 
case. Many depreciation abuses ar 
probably going undetected. Howar 
Hodges, chief accountant for the SEC 
corporation   finance   division,   cite 
lump sum writeoffs. "All of the n 
structuring charges—with big, In 
sum writeoffs—are recognition thj 
companies haven't been depreciatin 

am B suckman fast enough," says Hodges 
Why doesn't the SEC insi; 

upon   more   conformity 
companies' depreciation an 
amortization policies? Hodj 
es replies: "We try to be oi 
servant, but when a compan 
says    it's    depreciating   i | 
plant over 3 to 40 years, w 
don't know the intimate d 
tails. And there's no practic. 
way we could. I'd like tr 
accountants to take more i\ 
sponsibility for it." 

For their part, the accoui: 
tants retort that they're d* 
ing the best they can—th. 
when reviewing depreci 
tion, they look at enginee 
ing reports, industry pra 
tices and the company's hi 
torical use of its assets. Ev< 
so, they say, it is difficult 
pass judgment on how mu( 
value can be squeezed fro 
the assets. As Robert Fet 
more, a partner at the a 

counting firm KPMG Peat Marwic 
puts it: "You can count fixed asse 
and make sure they're there, but wh 
are they worth? It's hard to say. The 
could be numerous studies done, all 
which could give you reasonable a 
swers with different conclusions." 

As a result, the corporation's auc 
tors will probably go along with ma 
agement's judgment as long as 

150 FORBES, IUNE 12, 



Lease a 
Buick Reatta 

for only 
$349 a month 

One look at Reatta's distinctively sleek 
shape, comfortable, feature-rich interior and 
hand-rubbed finish will tell you: This is no 
ordinary automobile 

Crafted in limited numbers, Reatta is one 
of the most exclusive automobiles on the 
Great American Road It is designed to be an 
uncompromised blend of luxury style and 
over-the-road performance And now, a new 
Reatta can be yours to lease for a low 
monthly payment of only $349 00, through 
the GMAC SmartLease^ Program.* 

See your Buick dealer today. Experience 
the thrill of driving the new Reatta for your- 
self. Then drive home in America's premium 
luxury coupe, with a lease payment as attrac- 
tive as the Reatta itself. 

The Great American Road belongs to 

'The above monthly payment is based on a manufacturer's suggested retail price of 527,250 (including dealer destination charge) for a 1989 Reatta with a 48-month 
lease. The total of 48 monthly payments of S349 is S 16,752. The amount due at lease inception is your first month's payment, a refundable security deposit of $350 
and a capitalized cost reduction of 54,078 25. for a total of S4.777.25. A mileage charge of S.08 per mile will be charged for all mileage over 60,000 miles. Lessee is 
responsible for excess wear and use Option to purchase at lease-end for S11,990, except in Wisconsin. Purchase option price is fixed at lease signing and varies by 
usage and length of lease. Payment shown and the total amount due at lease inception do not include license and title fees, use tax or insurance and may vary 
depending upon options. Payments may be slightly higher in California (where a MSRP may be higher), Arkansas and Alabama. Vbu must take retail delivery out of 
dealer stock by June 30, 1989. Lease is subject to approval by GMAC. See your participating Buick dealer for details. 

*fitf 

BUICK 
SMARTLEASB 

Let's get it together  buckle up. 
1989 GM Corp. All rights reserved See your dealer for terms of the limited warranty. 
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Much more than a hotel. 

Fifth Avenue at Central Park South. To experience New York at its best, 
call 1-800-228-3000 or 212-PLaza 9-3000 for reservations. 



writeoff period doesn't diverge too 
much from general industry practice. 
Yet the permissible variations are so 
great as to make it difficult to com- 
pare two companies' earnings with- 
out intimate knowledge of their ac- 
counting practices. 

Take the case of the airlines, which 
write off the same kinds of equipment 
over very different periods, with sig- 
nificant consequences for their bot- 
tom lines. Delta Air Lines depreciates 
its planes over 15 years and figures on 
a 10% residual value. Pan Am esti- 
mates a life of 25 years for the same 
727s that Delta writes off in 15—and 
assumes a 15% residual value. Texas 
Air also writes off its planes over up to 
25 years. 

Are Pan Am and Texas Air being 
too aggressive? Is Delta too conserva- 
tive? "There is a justification for lives 
well beyond 20 years, if the planes are 
properly maintained," says KPMG Peat 
Marwick's Fenimore, an airline spe- 
cialist. "But in reality, it's obvious 
that the airlines with less financial 
strength are the ones with longer de- 
preciation lives." 

What can an investor do? Under 
Generally Accepted Accounting Prin- 
ciples, whenever a company stretches 
out the lives of its assets, manage- 
ment must note (but not justify) any 
material change in the reported earn- 
ings in the footnotes to the annual 
report. And an accounting shift from 
accelerated to straight-line deprecia- 
tion must be both footnoted and justi- 
fied—although the justification can 
be vague. When IBM changed its de- 
preciation schedule on its rental ma- 
rines five years ago, for example, it 
cited only "evolving changes in our 
operations, maintenance costs and 
technology." 

In December 1987 the SEC asked the 
\mencan Institute of Certified Public 
\ccountants to consider having any 
hange in the length of depreciation 
lighhghted in the auditor's report ac- 
:ompanying financial statements, 
^esumably this would draw atten- 
lon to the change and put investors 

MI the alert.      ; 
But the accountants retort that dis- 

losure in the footnotes is enough, 
iays Daniel Guy, vice president for 
mditing for the American Institute of 
ertified Public. Accountants: "Foot- 

lotes are very important. Why is it 
lecessary to highlight them? I can't 
magine anyone being hoodwinked by 
:hanges in depreciation anyway." 
vlaybe so, but some pretty smart in- 
'estors were taken in by the Cineplex 
)deon and Blockbuster Entertain- 
nent amortization schedules. 

A little noticed but highly unusual Federal 
Trade Commission case will signal wheth- 
er the Bush Administration is adopting a 
tougher attitude in antitrust regulation. 

Rivets and 
revelation 

By Howard Banks 

T| HE NEWLY APPOINTED chairman 
of the Federal Trade Commis- 

sion, Janet Steiger, formerly 
head of the Postal Rate Commission 
and a family friend of President Bush, 
is widely believed to be much less an 
ideologue than her recent predeces- 
sors at the head of the Federal Trade 
Commission. We'll soon see. 

Her beliefs, or lack thereof, will 
face an instant test when she is con- 
firmed by early summer, in a bizarre 
little case involving Textron's S250 
million acquisition early this year of 
a British rivetmaker, Avdel (sales last 
year, around $165 million world- 
wide). The deal was not large enough 
to require Textron to give proper no- 
tice under Hart-Scott-Rodino to the 
Securities & Exchange Commission 
or Justice Department. Antitrust ex- 
perts say that it is rare indeed that the 
FTC has taken such drastic steps to 
block an acquisition. 

The commission, for example, not 
only has gotten an injunction prohib- 
iting Textron from controlling Avdel 
but has also put in its own manager 
(former FTC commissioner Patricia 
Bailey, now with Washington law 
firm Squire, Sanders & Dempsey) and 
has thrown the Textron appointees 
off Avdel's board. Bailey now holds 
Avdel's stock, with dividends (and her 
expenses) going to Textron to offset 
the S2-million-a-month interest-car- 
rying charge on the deal. Normally a 
so-called hold-separate order (which 
keeps the companies' operations apart 
and even prevents communication 
between the two) relies more on the 
good faith of the parties. Imposing a 
trustee is unprecedented. 

Why all the fuss? Both Textron's 
Cherry division and Avdel make 
something   called   a   blind   rivet,   a 
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much-in-demand fastener that joins 
together two pieces of metal. Unlike 
standard rivets, the blind version 
doesn't require a second person on the 
other side of the metal pieces being 
joined to complete the fastening pro- 
cess. In the aerospace business, Tex- 
tron's Cherry division has 54% of the 
U.S. market, to which Avdel would 
add less than 1%. But Avdel is num- 
ber two in the market worldwide. In 
the nonaerospace market (meaning, 
most important, the auto business), 
their world rankings are said to be 
reversed and Cherry operates under 
licence from Avdel. 

That's too much, said the FTC. 
Combined, they could too easily push 
up prices. In a rare move, the commis- 
sioners turned thumbs down unani- 
mously. They are even turning deaf 
ears to Textron's counterplea, that it 
will sell off Avdel's U.S. operation and 
even create competition by licensing 
a rival to make blind rivets. Textron 
says it has already found takers for 
this deal. But the FTC is so far having 
none of it, arguing that the sale and 
licensing would take too long. 

But Textron will not walk away, 
either. The attraction is Avdel's well- 
established marketing network in Eu- 
rope and Japan, which Textron lacks. 
It sees Avdel as a way into Japan's 
important auto market, and into Eu- 
rope in time for the 1992 lifting of 
trade barriers. 

Commission Chairman Steiger's 
decision will have significance far be- 
yond the details of Textron-Avdel. 
She will signal whether, in fact, U.S. 
antitrust policy will get narrower and 
tougher, as is being advocated in 
speeches and articles by many influ- 
ential FTC and Justice Department 
staffers. The Reagan Administration's 
attitude was pretty much "anything 
goes." Now that may be shifting. ■ 
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Computers/ 
Communications 

How do you speed up the time it takes new 
drugs to get to patients? One way is to 
automate the way chemists track mole- 
cules on computers. It isn't easy. 

Etch a drug 

By Ignatius Chithelen 

AN ORGANIC CHEMIST in Glaxo's 
sprawling drug development 

■ laboratories in Research Tri- 
angle Park, N.C. mixes a couple of 
chemicals in a beaker, watches the 
reaction, then, using a mouse, draws 
what he thinks may be a new mole- 
cule on his personal computer. The PC 
on his laboratory bench amidst test 
tubes and beakers interprets the sche- 
matic diagram and then compare.^ it 
with hundreds of thousands of other 
pictures of molecules stored in a 
minicomputer. Finally, the network 
shoots back to the chemist a screenful 

of information—from its molecular 
weight and boiling point to its com- 
mercial availability and effectiveness. 

"A chemist working on a new drug 
can find out in minutes if the com- 
pound produced in his lab has been 
tested earlier by his colleagues or by a 
rival company," says Allen Richon, 
an organic chemistry Ph.D. who 
heads Glaxo's research computing op- 
erations. "No more spending hours 
searching through index cards and 
lournals." 

The spread of computers in the 
pharmaceutical industry was painful- 
ly slow until the last few years. The 
problem: trying to sort databases of 

spatial information. At a time when 
relational databases were making it 
easier than ever for organizations to 
maintain and retrieve character infor- 
mation (like customer names and ad- 
dresses or numerical records), people 
who, like chemists, use pictures to 
organize information were left largely 
behind. 

But that is changing. Specialized 
graphic database systems like the one 
at Glaxo are becoming commonplace 
at most major pharmaceutical and 
chemical outfits. The market for such 
software and related hardware is esti- 
mated at about $500 million a year. 

For years, chemists and computer 
jocks tried with little success to come 
up with database software capable of 
handling pictures. Mostly they at- 
tempted to translate a graphic repre- 
sentation of a molecular structure 
into letters and numbers using elabo- 
rate codes and notations. For exam- 
ple, under one prominent method, 
known as the Wiswesser Line-formu- 
la Notation, the amino group (NH2 
was denoted by "Z" and the amino 
group (NH) by "M." But, to make the 
system work, a chemist was required 
to either be an expert on the codes ori 
waste his time trying to decode the 
information. 

Then, in 1978, a couple of chemists 
decided to tackle the problem anew, 
after becoming frustrated with library 
index cards and chemical typewriters 
while computers were making big in 
roads in most other fields. The part 
ners—Stuart Marson, a part-time 
technology consultant in Berkeley 
Calif., and W. Todd Wipke, a professoi 
of chemistry at the University of Cali 
fornia, Santa Cruz—founded Molecu 
lar Design Ltd. in San Leandro, Calif 
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One year later they began marketing 
systems that could store and retrieve 
chemical information in the form of 
molecular structures as well as letters 
and numbers. 

Marson and Wipke's innovation 
was in building a so-called connec- 
tion table to link pictures to data. 
Chemical structures are identified in 
the system by the position of every 
atom and bond in a molecule drawn 
on a computer screen. Each atom's 
position is represented by three num- 
bers—the language of computers—de- 
fined in terms of geometrical x, y and 
z coordinates. By automating the con- 
nection table, Marson and Wipke en- 
abled users to code and decode struc- 
tures invisibly. 

Molecular Design sells not only ra- 
zors but also razor blades. It sells a 
package of seven technical databases 
ranging from 46,000 synthetic chemi- 
cal reactions to information on acid- 
base equilibriums of over 3,400 com- 
pounds. One of those databases is li- 
censed from Pergamon Press, the 
scientific publishing house, a subsid- 
iary of the British publishing giant 
Maxwell Communications Corp., 
which bought the company in 1987 
for $59 million. The founders needed 
lust $5.5 million in venture capital to 
reach profitability in 1981. Last year 
Molecular Design's revenues hit $20 
-nillion. 

Molecular Design now sells a range 
if products that run on personal com- 
pters, including a chemical word 
jrocessing program that handles both 
:ext and structural information. The 
:ompany's software also helps chem- 
sts design, simulate and analyze 

if hree-dimensional structures of mole- 
It ;ules on a computer screen. 

lie that drug 

re a chemist working in a 
jnaceutical lab and you think 
'e  found a  new  compound. 
to check what's in your bea- 

Uainst what is already known? 
han thumb through molecules 
lard catalog. Or you can search 
|ronically. Draw as much of 

new molecular structure as 
I an using an electronic mouse, 
mswer some questions (left). 
linutes the answer comes 

|), complete with a bench- 
result from a standard spec- 

|)py test  (lower  right):  You 
rediscovered penicillin. Bet- 

Ick next time! 

Molecular Design isn't alone in the 
field. Polygen Corp., of Waltham, 
Mass., plans to offer a chemical re- 
search software system later this year. 
Polygen may have entered the busi- 
ness late, but it recently received an 
equity investment from IBM. IBM evi- 
dently hopes that the link-up with a 
software vendor will expand sales of 
its computers in the largely untapped 
market of automated pharmaceutical 
and chemical information. 

Alas, not all graphic databases are 
alike, and that is creating problems 
for hapless chemists. "Chemists have 
to learn some 14 different ways to 
represent chemical structures," gripes 
Glaxo's Richon. "Each database has 
its own file formats and networking 
commands. Besides, we can't afford to 
keep handling the different kinds of 
hardware needed." 

As a way out, Molecular Design, 

Digital Equipment and Glaxo are 
jointly developing a so-called chem- 
ist's workstation software. Running 
on DEC'S VAX workstations, the sys- 
tem will make it easier for a chemist 
to access local, remote and on-line 
databases, prepare graphical docu- 
ments and work with text and graphi- 
cal data, all with a single set of com- 
mands. "The availability of powerful 
workstations for under $10,000 is a 
big plus," says Steven Goldby, Molec- 
ular Design's president. 

Chemists have for years been strug- 
gling with the deep mysteries of using 
computers and the fundamental laws 
of quantum physics to predict the 
properties of molecules from their 
structure. It turned out that the real 
need was for something a lot more 
mundane—essentially, sorting 
through the stacks of file cards on 
their library shelves. 

Pilot Executive Software broke ground in 
the hot world of executive information 
systems. Unfortunately, the innovator 
doesnt always collect the spoils. 

Next time, 
thinking 

By David Churbuck 

T| HE FIRST GENERATION of desk- 
top software—spreadsheets, da- 

tabase managers, word proces- 
sors—is showing signs of running into 
a wall, at the office of the middle- or 
upper-level executive. The programs 
are terrific, for the people who take 
the time to learn them. But there's the 
catch. How many executives have 
time to learn 1-2-3 or dBase or Word- 
perfect—to say nothing of another 5 
or 10 or 20 software packages that are 
newer and supposedly better? 

Here, in an exaggerated nerd's-eye 
view, is what happens when the boss 
gets a personal computer. He turns it 
on. It starts up and asks him to "Press 
Any Key." For ten minutes the execu- 
tive stares at the keyboard looking for 
a key labeled "Any." Not finding one, 
he gives up, calls in his secretary, and 
barks: "Take a memo." Good-bye, PC. 

What the boss needs is the second 
generation of software, what they're 
calling the "executive information 
system." This differs from that other 
catchphrase of computing, "manage- 
ment information system," in that it 
can deliver to his desk a snapshot of 
his company's operations without 
forcing him to become a computer 
expert. It differs from the first-genera- 
tion PC software in not making heavy 
demands on his time or patience. 

Enter Pilot Executive Software, a 
private Boston company founded and 
directed by a Renaissance man of high 
tech, David Friend. Friend, 41, who 
holds a Yale degree in engineering, 
has had his share of successes. While 
still in graduate school the opera buff 
and glee club singer soldered together 
one of the first musical synthesizers. 
Later, after finding approval from 
some musician friends, he decided to 
market it. (The company he cofound- 
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Pilot Executive Software's David Friend 
A system/or the personal computer in the comer office. 

Comp/Comm 
ed was sold to CBS in 1980.) 

While managing his synthesizer 
company, Friend saw a need for soft- 
ware that would let him get a better 
handle on what was going on inside 
and outside the company. His infor- 
mation system at the time was file 
cards, "bookshelves of them," Friend 
remembers. So he cofounded a new 
company in 1980, Computer Pictures. 
The software the company developed 
was a harbinger of today's powerful 
executive information systems. Using 
computer graphics and a database 
manager, the program delivered an 
easy-to-use system for earlv personal 
computers such as the Apple. 

Cullinet Software, then tin !c .ding 
mainframe software vendor, I ught 
Computer Pictures for $14 n tin 
1982. Friend stayed on at Cu linet for 
a short time, consulting, ui i' he be- 
came frustrated at Cullinet :;tude 
toward his product. 

"They had a different id vhat 
to do with the technologv nend 
says. "The net result was i duct 
called GoldenGate. It was ' of a 
Lotus 1 -2-3 competitor than i, execu- 
tive information system." 

In 1983, in Friend's Rostt       iving 
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room, a third startup came into being. 
Pilot Executive Software works on 
the theory that the boss' PC should be 
wired into a host computer (mini, 
mainframe or network) that collects, 
sorts and stores all of a company's 
data. His PC interprets his wishes, ex- 
tracts data and displays them in us- 
able, graphical forms. 

If EIS has an image, it's of old men 
pressing pictures on a computer 
screen. Friend says: "Out of our in- 
stalled base of 160 to 170 companies 
only five use the screen. The screens 
get greasy, the targets are hard to hit." 

When Friend and his software de- 
velopers finished the programming, 
they found a market hungry for the 
system. William McNee, an analyst 
at the Gartner Group in Stamford, 
Conn., predicts that the market for 
such systems will triple, from $38 
million last year to $125 million in 
1992. IBM recently hopped onto the 
bandwagon with its new Executive 
Decision, software that is supposed to 
streamline communication between 
mainframes and desktop computers. 

But pioneering an idea doesn't 
mean you'll own that idea forever. 
Pilot has lost its early lead, according 
to market research firm International 
Data Corp. A bigger contender is now 
Comshare, an Ann Arbor, Mich, com- 
pany that netted $2 million on reve- 
nues of $79 million in 1988. Friend's 

revenues are more like $10 million 
although he argues that more individ 
uals use Pilot-equipped pes than an> 
other system. Last year was his firs 
full profitable one, Friend says. 

Both companies have users whe 
swear by their product. Paul Allaire 
president of Xerox, wanted to end th 
flood of paper reports on his desk 
Deborah Tatar, a systems analyst, in 
stalled Pilot software. She says: "Wi 
designed the system to meet Paul Al 
laire's requirements. The end result i; 
that hard copy is no longer distribut 
ed. Our executives now have informa 
tion, stock market information, com 
petitive information that they didn' 
have before." 

At The New England, Rober 
Shafto, president of insurance an< 
personal finance, pushed for an execu 
tive information system and got on< 
based on Comshare software. "Pre 
EIS, if an executive wanted a specia 
report it would take not days, no 
weeks, but months for data process 
ing to get it on his desk," says Vine 
Ficcaglia, a vice president. Now i 
comes as fast as the manager can clic 
a mouse on a picture. 

Where did Pilot go wrong? Its earl 
strength was in offices that use a VA 
minicomputer from Digital Equip 
ment Corp. as the host or repositor 
for corporate data. Comshare went 
ter certain IBM mainframes runni 
an operating system called MVS fro 
the start, while only last March Pil 
announced a product that runs o: 
IBM'S MVS mainframes. 

Says Richard Crandall, chief exec 
tive of Comshare: "David went o 
with the idea that executive inform 
tion was a small, boutique applicatio 
for the top two levels of managemen 
We take a broader view that includ< 
those two levels as well as their s 
port staffs and beyond." 

Comshare also has a lead in dec 
sion support systems, a fancy phras 
for software that allows a user to pe 
form "what-if" scenarios: What ha] 
pens to our bottom line if sales drc 
5%? What if the franc goes up 12% 
This year Pilot moved to close the ga 
via a deal with Thorn EMI, a Britis 
entertainment and technology coi 
glomerate and equity investor in P 
lot, giving Pilot the U.S. rights 
Thorn's decision support softwa: 
and other products. 

Friend could be onto something bi 
But unless he is able to cover all tl 
technical bases and begin offering h 
system on a broader array of pla 
forms, he could be left on a sidii 
while competitors with fatter walle 
fly past. 
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HAYES SMARTMODEM 1200.™ Perfect for the home office or 
a you have to bring the office home. 

HAYES V-SERIES SMARTMODEM 2400™ With data compres- 
!  delivers 4800 bps and beyond with error-control over dial-up 

PC-to-PC or PC-to-Host. 

THE HAYES SMARTMODEM 2400.™ Higher speeds for business. Plus 
the ability to go from PC to any synchronous or asynchronous Host. 

THE HAYES V-SERIES SMARTMODEM 9600™ Throughput of 19.200 
bps with error-control. PC-to-PC. PC-to-Host. Or PC-to-LAN. Over dial- 
up fines. © 1989 Hayes Microcomputer Products. Inc 

SO ONE MODEM IS RIGHT FOR EVERYBODY. 
UNLESS IT'S A HAYES. 

At Hayes we make a number of different modems. Stand-alone and internal. No one is right for everyone, but 
ne is right for you. 

Whether your communication needs are PC-to-PC, PC-to-Host, or PC-to-Network, we have the modem that 
| nil best address the specific tasks you need completed. 

And we have the perfect companion software, because we design 
ourselves. Our Smartcom family of software offers a full range of 

ipabilities that will satisfy the communication needs of both the 
ower user and the novice. 

We've  also  created  peripheral and  enhancement products 
esigned to expand your system and improve its overall performance.   ~^^B~ 

The sum of these products is a company that provides users total solutions to all their communication prob- 
•ms. Using ordinary dial-up phone lines. 

So while it's not true that one modem is right for everybody, it may very well be true that one modem 
laker is. 

:c 

a 
^series 

Smartmodem9600 

(D Hayes" 

>r your nearest Hayes dealer, call 800-635-1225- Hayes Microcomputer Products. Inc.. PO. Box 105203. Atlanta. GA 30348. Hayes, 



Ted Standish has a 
bear of a job. 

As Director of Informa- 
tion Resources for the 
North Atlantic Shaving 
Group of The Gillette 
Company, he's been 
given the task of simplify- 
ing and standardizing the 
business systems of the 
Company's European and 
North American divisions. 

"With the coming of 
the European open 
market in 1992, we want 
to take a more unified 
approach to products, as 
well as to manufacturing 
and marketing," says Ted. 

11 ctor of Informal:: m Resources, North Atlantic Shaving Group of The Gillette Company. 

"Before Lotus Agenda, there were 
three things I always forgot. 

Tasks I assigned, promises I mad 
and I carit remember the third! 
This means dealing with hundreds of 

issues, projects, facts and people throughout 
the North Atlantic region every day. 

'As you might imagine, reams of little 
pieces of paper with notes, phone numbers, 
ideas and who-knows-what-else were begin- 
ning to take over my office." 

Which is why Ted visited his local 
computer software reseller and bought Loti 
Agenda* the personal information manager 

In Agenda, Ted has a tool that's helpir 
him manage people, projects, ideas, plans 
and information, all with incredible efficient 

Because Agenda allows him to enter 
II for any reason th Agenda, mur within ;!0 days of purchase and we'll refund yuur full purchase price 



Re   View Category   Pnnt   Utility   System   Quit 
New. Remove. Fbsrtion. Assign, Discard. Undtscard 

formation into his PC without having to 
ructure it in advance. Agenda automatically 
•ranges the data any way Ted wants so he can 
iderstand 
better, 
rmulate 
m ideas 
jtter and 
[tract the 
iswers he 
ieds better. 

"It lets 
e focus 

Ca's 

• Call Hert) today re inventory appltcalon 

• Call MIS on Monday re: BS software 
selection 

Meetings 

T Schedule meeting to set project objectrves 
and define proposed information flow 

• Meet witli Chuck next TUBS re: EIS demo 

Protect 

• Cost Models 

•BS 

Project 

• Reporting 

•EIS 

• Reporting 

When 

•06/12/89 

•06/19/89 

The new Agenda Activities Planner 
gives you step-by-step instructions that put you in 

control of your information quickly. 

I 

ore on using my information and less on 
ocessing it," says Ted. 
"ForexampleJ can dump in all my'to do's' 

id have Agenda organize, prioritize and 
tegorize them automatically. And whenever 
all up a project, person or due 

|,te, I'm instantly given all the 
Ickground information I need 
$ make smart decisions. 

"Now I no longer worry about 
iat I told someone in England, 
what somebody else set up 
France, or who's in Boston 
ing whatever. 
"Agenda alLows me to quickly 

nsolidate all these things 
a single place. And dis- 
v^er relationships between 
ople and responsibilities, projects or any 
ler relevant topics that come up. 
"Now I can see at a glance who's promised 
deliver what and by when. More important, 
m keep my own promises." 

And Ted isn't the only business 

person who's come to rely on Lotus Agenda. 
The Royal Bank of Canada is using it to 

monitor international economic and political 
activities.The accounting and consulting firm 
of Laventhol & Horwath is using it to track 
and support its computer systems all over the 
country. And the CAP International market 
research company is even using it to predict 

trends. 
The list 

goes on and 
on.The point 
is, Agenda 
can signifi- 
cantly help 
you, too. 
Especially 
now that it 

f      File: C:\AGENDA\RLES\ACTIONS 06/12/89 '1:00 AM 

• Review and evaluate current North 
Atlantic financial reporting practices 

• Complete initial bi-monthly graph 
implementation by the end of this month 

• Reporting 

•EIS 

•06/14/89 

•06/30/89 

• Compare Canadian. European, and 
US sales analysis systems by the end of 
this week 

• Set up meeting with Joe in London to 
review European reporting 

• Reporting 

• Reporting 

•06/16/89 

•06/19/89 

l          X Modify latest version of the Cost Model 
V            presentation chart 

•Cost Models •06/21/89 

Agenda automatically files 
items in all relevant categories. Then you can view 

information from different perspectives. 

comes with an Activities Planner that gives 
you simple, step-by-step instructions so you can 
sit down and create your own personalized 
task manager. 

If you'd like to learn even more about how 
Agenda can put you in control, just send us $10 
for an Agenda demo kit. Call 1-800-345-1043 
andaskfor demo kit AOM-3058 for 3.5" or 
AOM-3053 for 5.25" (of course, we'll refund 

your $10 when you buy Agenda). 
Then you'll see first hand how people like 

Ted Standish are 
working better, think- 
ing better and solving 
problems better. 

Not to mention 
remembering better. 

Lotus Agenda 
\ r * 

© 1989 Lotus Development Corporation Lotus and Agenda are registered trademarks of Lotus Development Corporation OS/2 is a registered trademark oflntemational Business Machines Incorporated. 



Asset strippers looking at technology com- 
panies should not forget that the most im- 
portant asset is the confidence of custom 
ers. Witness the suicidal battle over Prime. 

Caveat raider 

lsrvan Bamai 
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II? 
By Kathleen K. Wiegner 

T| HE 1988 ANNUAL REPORT of MAI 
Basic Four has on its cover 

these words in bold: "There is 
nothing more important than our cus- 
tomers." Basic Four's customers may 
be forgiven if they appear skeptical. 

Since November the Tustin, Calif, 
computer maker has been waging a 
battle to acquire a rival, Natick, 
Mass.-based Prime Computer. A cost- 
ly battle. In April Basic Four reported 
that its net income was down 62% for 
the second quarter, thanks in part to 
"adverse publicity" from "Prime's ef- 
forts to resist the company's tender 
offer." Prime reported a loss of $5 
million in its first fiscal quarter, re- 
flecting $6.3 million in pretax costs 
for fighting the battle with Basic Four. 
Prime was even blunter about what 
the battle was doing to business: 
"Prime has been informed by a num- 
ber of customers that they have de- 
ferred purchases due to concerns and 
uncertainty raised by the proposed ac- 
quisition of Prime by MAI." 

Should these combatants be sur- 
prised? It used to be said that hostile 
takeovers don't work with technology 
companies because a high-tech com- 
pany's prime assets were technolo- 
gists, and they could quit at any time. 
But there's another reason hostile 
takeovers may fail when computers 
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are involved. Customers too can quit 
at any time, and they have a good 
reason to do so if they don't know 
whether the systems they are using 
will be around when the dust settles. 

There has been a fluttering of un- 
friendly offers by players emboldened 
by Burroughs' successful takeover of 
Sperry in 1985. Not the least of these 
was Prime's own $435 million hostile 
takeover of computer aided design 
firm Computervision last year, MAI 
Basic Four itself traces to a raid Asher 
Edelman made on its parent, Manage- 
ment Assistance Inc., in 1984. Edel- 
man carved up the company, selling 
what is now MAI Basic Four to man- 
agement and investor Bennett LeBow 
(FORBES, Dec 15, 1986). Certain that 
hostile raiders are waiting over the 
next hill, venture capitalist Thomas 
Perkins of Kleiner Perkins Caufield & 
Byers has been trying to put together a 
white knight fund to protect some of 
the firm's clients. 

But the MAi/Prime mess is sure to 
chill takeover ardor. Computers are 
not oil or timber. Indeed, the relation- 
ship between computer buyer and 
computer vendor is more like that 
between lawyer and client or doctor 
and patient. A customer can spend as 
much as $9 on such things as training 
and support for every $1 it spends to 
buy a computer. If its chosen brand 
decays into obsolescence, or if soft- 

Comp/Comm 
ware upgrades do not arrive, the $ 
may go down the drain—particularl 
in the midrange computer world 
Basic Four and Prime, where propri 
etary systems are the norm. 

The Prime/MAi story goes back 
the summer of 1988, when LeBow an 
William Weksel, who between ther 
own 42.4% of MAI'S stock, decided 
sell. Drexel Burnham Lambert at 
proached Prime about buying th 
shares. Prime declined and no oth 
takers appeared. Four months late 
$421 million (sales) MAI offered $20 
share for $1.6 billion (sales) Prime. 
LeBow and Weksel hoped to fore 
Prime to launch a Pac-Man defens 
and buy MAI instead, they were sorel 
disappointed. 

Prime's main line of defense is th 
leverage built into the deal. Includir 
fees and debt assumed, the purchas 
price comes to $1.5 billion, all ( 
which MAI Basic Four intends to bo 
row—and MAI'S debt is already twi 
thirds of its total capital. Says Anth< 
ny Craig, Prime's chief executiv 
"When customers look at the size t 
the debt load, they are conceme 
about the impact on R&D. If MAI SU 
ceeds, the debt service would be $25 
million to $300 million. That's dot 
ble our operating income." Prime 
latest gambit has been to accept tl 
merger, provided MAI can come i 
with the $20 a share in cash by June 
which it may be quite unable to do 

But   MAI'S   weakness   is   Prime' 
too—Prime's debt as a percentage 
total capital is around 50% ahead 
Prime is in the process of making tl 
shift from a proprietary operating sy 
tern   to  more  open  systems   usii 
AT&T'S Unix operating system, and 
digesting its acquisitions of Comp 
tervision    and    General    Electric 
Calma Co., which it picked up earli 
this year. While Prime had moved 
cut costs with layoffs and several rec 
ganizations,   the   company  was  f 
from fit even without the added di 
traction of fighting off a takeover 

If the MAI bid goes through at $20 
and the recent 153/4 close for Prin 
says the odds are long—Prime shai 
holders will get $5 more a share th. 
those shares were selling for befo 
MAI made its bid. Drexel will get $ 
million in fees. Customers for bo 
companies will get the dubious pk 
sure of having to decide whether 
play along with the new company 
find a new vendor. 
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Why build a printer 
you can stand on, when 
all it will ever carry is 
a full office workload? 
The answer is reliability. 

We built the best track record in the industry 
by demanding a lot more from our products 
than you ever will. OKIDATA engineers call this 
"championship specs." Over 3 million 
OKIDATA users call it rugged reliability. And it 
shows in the quality and performance of every 
printer and modem we make. 

You can see it in our new 300 series of 9-pin 
and 24-pin printers. Their speed, print quality 
and sheer versatility can carry a ton of paper- 
work. With day in, day out reliability. 
OKIDATA wouldn't have it any other way. 
Why should you? 

Call 1-800-OKIDATA for the dealer near you. 

KID/ 
arqu 

DATA is a registered trademark of Oki America, Inc.. 
larque deposee de Oki America, Inc. 

OKIDATA 
^k  an OKI AMERICA company 

We put business on paper. 



Edited by Gary Slutsker 

Artificial hips and knees help hundreds of 
thousands of people. But some doctors are 
wondering if the spare parts aren 't causing 
serious problems of their own. 

Asbestos again? 

By Lisa Scheer 

A FEW YEARS AGO at the Cleveland 
Clinic Foundation, Dr. Ken- 

i neth Marks, head of musculo- 
skeletal oncology, operated on a 66- 
year-old woman with a malignant tu- 
mor at the upper end of her femur, 
near her cobalt chrome hip replace- 
ment. After a biopsy revealed that the 
woman had bone cancer, Marks re- 
moved part of her pelvis and femur 
and administered a heavy 
regimen of chemotherapy. 
Ten months after her bone 
cancer was diagnosed, the pa- 
tient died. 

Did the artificial hip cause 
the cancer? Although nobody 
yet has produced evidence of 
a causal link between cancer 
and cobalt chrome—an alloy 
of cobalt, chromium, nickel 
and molybdenum used in 
most joint replacement im- 
plants—a small group of 
prominent orthopedists and 
cancer specialists are starting 
to make their own suspi- 
cions known. 

"We've become convinced 
there is a real problem asso- 
ciated with cobalt-based al- 
loys," says Jonathan Black, 
who was a professor of ortho- 
pedic research for 17 years at 
the University of Pennsylva- 
nia and now is a Hunter pro- 
fessor of bioengineering at 
Clemson University. Last 
month Black and Dr. 
Eduardo    Salvati    at    New 

York's Hospital for Special Surgery 
submitted a letter on another hip re- 
placement cancer to the Journal of 
Bone and Joint Surgery. "Sooner or la- 
ter/' says Black, "somebody with ad- 
verse effects associated with a cobalt- 
based alloy is going to be in court and 
it will be similar to tobacco or asbes- 
tos litigation." 

For the overwhelming majority of 
the 1 million or so patients with joint 
replacement implants, their artificial 

Clemso) 
"We're 

i l niuersit) !s Dr Jonathan Black 
trying to estimate the size of the hazard 

knees and hips are a miracle of mod-| 
em medical science. But all metals 
corrode in the wet, salty surroundings 
of the human body, and some doctors^ 
fear that corrosion from metal imH 
plants may be sending toxins stream-| 
ing into the body. There are only a fe\ 
reported cases of tumors appearing ail 
the site of an implant or metal platq 
and screw—maybe 15 ever, Jonathan 
Black, though, suspects that a loJ 
more tumors go unreported, and ha 
estimates that an implant patieni 
stands ten times the normal chance oi 
developing bone cancer. 

Tort lawyers can make hay out oj 
such statistics. But the medical risks 
must be put in perspective. If 15 
even 100 of 1 million artificial joinj 
patients got cancer, that is a tragedy 
but what about the few hundred whd 
died on the operating table or fro: 
such complications as blood clots 
Evidently patients are willing to a 
cept  certain risks  to get out of 
wheelchair. 

The emerging controversy has pi 
tentially devastating implications fo| 
the fast-growing $765 million U.S. o: 
thopedic spare parts industry.  Lai 
year an estimated 276,000 artifici 
hips and knees were implanted in i 
dividuals in the U.S., double the lev 
in 1983. Black believes 75% of thos| 
parts were made of cobalt chrome 
a   result   of   concerns   over   coba 
chrome alloys, there is a major pus 
by the implant makers to move t 
new   materials,   such   as   titaniu; 

which is perceived as being 
safer metal, and inert mate 
als like fiber-reinforced co: 
posites and ceramics. 

The subject would have n 
mained a matter of lively ai 
ademic debate were it not f 
two troubling trends. Firs 
the average age of impla 
patients has fallen at lea 
five years, to the early 60s, 
the  last  decade,   thanks 
greater confidence and tn 
mendous consumer pressu: 
for the operations, for whi 
the   total   medical   cost 
around     $20,000.     Secon 
there has been enormous a 
ceptance during the last fe 
years of a new style of poroi 
metal   device   that   expos' 
the patient to between tw 
and three times more met 
surface   area   than   convei 
tional parts. 

Conventional implantab 
metal devices use fast-se 
ting plastic cement to attac 
to the bone. However, the q 
ment loosens over time, pa 

Thomas lannuzzi 
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These are engine valves. 

Precision instruments. State-of-the- 

art. But not off-the-shelf. They were 

designed^ optimize 

engine performance for 

: customers. 

Eaton, that's how we work 

art of your team. Solving 

todays problems. Anticipating to- 

morrow's needs. For everything 

from appliances to aircraft, power 

tools to trucks. 

We do more than make parts. 

We manufacture solutions. 

EiT 
We manufacture 

solutions. 



Science & 
Technology 

ticularly in active patients, producing 
pain and possible bone damage. 
Hence the switch to porous-coated 
joints. These parts are made with a 
porous surface to encourage bone to 
grow directly into it, forming 
powerful mechanical bonds. 
The porous joints have no ce- 
ment mantle, which Black and 
others believe helps protect the 
body against corrosion. 

"The porous devices probably 
release more corrosion products 
and they're going into younger 
patients, so it's a kind of double 
whammy for patients with 
longer life spans," says Black. 
"There is some concern that ten 
years from now we're going to 
begin to see problems with 
these porous-coated devices." 

When metals corrode, they re- 
lease ions into the body. Metal- 
lic ions may interfere with the 
ability of the immune system's 
so-called T-cells to differentiate 
healthy cells from the malig- 
nant cells that they attack. "In 
animal studies cobalt chrome is 
associated with the highest can- 
cer rate occurrence," explains 
Dr. Steven Gitelis, a bone can- 
cer and orthopedic surgeon at 
Rush Presbyterian St. Luke's 
Medical Center in Chicago. 

Among implant manufactur- 
ers, none is more vulnerable to 
more bad news on cobalt 
chrome than Pfizer's $423 mil- 
lion (estimated 1988 sales) 
Howmedica division. "That sci- 
entific evidence is inconclu- 
sive," insists David Fitzgerald, 
Howmedica's president. "These 
cobalt chrome implants have 
been put in for 50 years. One 
would think if there were prob- 
lems they would have surfaced 
long before this." 

factors behind a market share drop of 
7 percentage points, which moved 
Howmedica from first to second place 
in reconstructive devices, behind 
Bristol-Myers' $710 million (estimat- 
ed 1988 sales) Zimmer division. 

Given the choice between cobalt 
chrome and titanium as a coating for 
porous joints, Zimmer decided in 1978 
to go with titanium, a metal common- 
ly used in white paint. "We became 

The hip bone's connected to ... 

... the titanium thigh bone with a ball and 
socket joint. The shiny metal ball fits atop 
the thigh bone and goes inside the white 
plastic ball. That, in turn, is covered by a 
metal head coated with titanium fibers, 
which permit bone to grow into the joint. 

Photo b\ I'i' id ll.ni-l \   illuMration bv Michael Kci 

plastic composites and ceramics. Ca 
bon-reinforced composites, the stu 
found in tennis rackets and Corvetl 
suspensions,  could start to replac 
metals in body parts within five year 

The first company expected to be 
gin human clinical trials with an al 
composite  device  isn't  Zimmer 
Howmedica but Biomet Corp. (est 
mated 1988 sales, $126 million), or 
of the few public orthopedics outfit 

In Biomet  labs,   dogs  shows 
good bone remodeling recent! 
after a year wearing an implan 
ed composite hip. The devic 
was coated with a thick layer 
a thermoplastic polymer, ah 
found in pacemakers and hea 
valves. "The bone surroundir 
the stem was less osteoporot 
than it might be with a metall' 
implant," says Dan Page, hej 
of R&D at Biomet. Best of al 
carbon implants don't relea; 
any ions. 

Biomet and others are testii 
in humans a bone miner 
found in teeth as a coating fi 
hip stems. This ceramiclike m 
terial, hydroxyapatite, shortei 
the time it takes the bone 
grow into the device. The FE 
has not yet approved it for c 
thopedic use, but within tw 
years a number of manufactu 
ers are expected to submit app.' 
cations for approval. (Most p. 
rous-coated joints have not bee 
approved commercially and a 
still considered investigation! 
devices. Though most patieni 
acknowledge they are takiij 
part in an experiment, that do 
not necessarily take the man 
facturer off the hook for liabili 
claims.) 

Some researchers hope t] 
combination of new materia 
and a new range of experiment 
drugs called growth stimulatii 
factors will enable them to grc 
bone on command. Zimmer 
jointly with Collagen Corp.— 
offering surgeons a paste th 

concerned that the corrosion by-prod-    acts like a grout to fill the large spa 

\ 
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Howmedica is a leading maker of    ucts of cobalt chrome molybdenum    between the implant and the underll 

the popular new porous-coated joints. 
It makes these devices by sintering 
tiny cobalt chrome beads—heating 
them to iust below the melting point. 
However, after the implants were in 
the body more than three months, 
doctors noticed some shed loose 
beads, which lodged in the joint. Doc- 
tors dubbed the disorder the "bead 
disease." Howmedica says it has re- 
vised the manufacturing process and 
is reporting fewer problems. But the 
bead scare was probably one of several 
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alloy were potential carcinogens,' 
says Robert Fuson, head of scientific 
and medical affairs at Zimmer. "We 
went through files of factory workers 
who had been exposed to large 
amounts of titanium dioxide, and we 
could never find any side effects as- 
cribed to the breathing or ingestion of 
titanium in the workplace." 

Titanium is only a stopgap solu- 
tion. The long-term goal for all the 
implant makers is to move away from 
metals to newer, inert materials, like 

ing bone. The paste is a mixture 
bovine-derived collagen, the gel-li. 
stuff that gives actresses like Barba 
Hershey fuller lips, and a bone mini 
al. The mixture essentially makes t 
bone grow wherever it is needed 

In the meantime, is there a bioloj 
cal time bomb ticking in 1 millii 
patients? A growing cadre of expei 
wants to find out. Says Black: "Wh< 
we stand now is trying to estimate t 
size of the hazard. 

FORBES, JUNE 12, 19! 



(Stood help isn't hard to find. It's waiting 
in line at the fax machine. 

oes it ever seem like the people who work for 
are spending more time at the fax machine 
less time at their desks? 
ith Western Union's OfficeAccess* software 
electronic messaging services you can keep 

\ a out of the fax lines. It allows anyone in 
• office to send fax directly from the desktop 

terminal where the message was composed. 
With OfficeAccess software on your current 

terminal system, you can communicate with 
your customers, your suppliers, your field offices 
and the general public through electronic mail, 
telex, and Western Union's Priority Mail Serv- 
icesf as well as fax. And you can do it all from 

UNION 

any terminal in your office. 
Whether you're using IBM, DEC, Wang, Apple 

or almost any other system, OfficeAccess can give 
you a smarter, more efficient office. 

Call Western Union at 1-800-247-1373, Dept 
110. And find out how to help your bottom line by 
keeping your employees out of the fax line. 

OFFICE 

inton Union Cvpntni 



Marketing 
Edited by Joshua Levine 

Natural selection normally favors the big- 
gest and strongest on supermarket shelves. 
But a tiny, tenacious New Jersey jam com- 
pany shows how the small can thrive, too. 

Sorrell Ridge 
makes 

Smucker pucker 
How CAN YOU "market" your- 

self when you're a 92-year-old 
family business in jams and 

jellies with a name that sounds like 
something a New York cabbie just 
snarled at you? You can embrace the 
name, roll out commercials that say, 
"With a name like Smucker's, it has 
to be good" . . . and walk off with 38% 
of the market. 

But what do you do when you are a 
tiny, unknown jam maker trying to 
market against this venerable giant? If 

you're smart and sassy Sorrell Ridge, 
you do two things. First, develop a 
product with a real difference. Sec- 
ond, hit the big guy with an audacious 
ad campaign that takes dead aim at 
that peculiar name: "With a name 
like Smucker's, is it really so good? 
Sorrell Ridge—with 100% fruit, it has 
to be better." 

This is marketing madness, con- 
ventional Madison Avenue wisdom 
will tell you. It reinforces the compe- 
tition's name and gets them riled up 

in the bargain. Sorrell Ridge, based in 
Port Reading, N.J., was beneath all 
that. It rolled out a line of no-sugar, 
all-natural fruit spreads in 20 flavors 
packed in tall, slender jars and has set 
the market on its ear. 

The product difference is clear. 
Smucker's, like most jams, is roughly 
half cane sugar and corn syrup, mean- 
ing six more calories on average pel 
teaspoon. 

Since its latest commercials started 
whacking Smucker's in New York 
last January, Sorrell's sales in the area 
jumped to 25,000 cases a month, up 
from 16,000 cases a year ago. Overal 
Sorrell Ridge's volume jumped 43% 
to $2.9 million, in the first three 
months of this year while the markei 
as a whole inched up only 3.5%. Sor 
rell Ridge has grown fourfold sinct 
1985, giving it a 2% market share. Ii 
expects sales of $17 million this year 

Just a dollop from the J.M. Smucke: 
Co. jam jar, you'd think. With sales u\ 
an estimated 16% last year, to $363.c 
million (Smucker also makes peanu 
butter and juice), and aftertax profit! 
up probably 20%, to $27.3 million 
what does Smucker care? It cares 
lot. All-fruit jams and jellies are th< 
fastest-growing segment of the mar 
ket, and Sorrell Ridge got there first. 

Embarrassed and stung, the folks oi 
Strawberry Lane in Orrville, Ohio 
where Smucker is headquarterec 
countered in several ways, first tryin; 
to buy Sorrell Ridge, then trying ti 
kill its combative commercials, final 

With a name like 
Smucker% 

it has to be good. 

With a name like 
Smucker's 

tit reallv so good? 1 

/ 

With a name like 
Smucker's 

its probabK good. 

With a name like 
Smucker^ 

it might be good. 

A recent commercial for Sorrell Ridge all-fruit jam 
First, they developed a product with a real difference 
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YOU'RE LOOKING AT ANOTHER 

HIGH WATERMARK. Its a sheet of fine 

stationery. The watermark spells the word 

"Strathmore." There's no finer sheet Made 

entirely of white cotton fibers, it has the hr-fi 

and feel of authority that illuminate the sheet 

as well as the person who signed it. These are 

just two of the reasons why—even though you 

might —we nevei take paper for granted 

INTER NATION A L(^)PA PER 
rWO MANHATTANVILU  HI.    PURCHASI   Mr  i0'.//    I iw>&,-r>i li« 

" 
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Claudio Edinger/Gamma-Liaison 

Sorrel/ Ridge President Fred Ross 
"We just want to own your niche," Tim Smucker told him. 

ly rolling out a knockoff product and 
trying to push the upstart off market 
shelves—literally. 

Smucker's growth had mostly come 
at the expense of weaker competitors 
in the traditional, but now all but flat, 
sugared jam business. Sorrell Ridge is 
now pushing the only growing seg- 
ment of the market in a direction 
Smucker doesn't want to go. It's no 
secret why. The solids portion of 
white grape juice, the sweetener in 
most all-fruit jams, costs 75 cents a 
pound; cane sugar costs 30; and corn 
syrup, 13 cents a pound. With price 
competition keen on jam, margins on 
the all-fruit product are obviously 
slimmer. 

Smucker's knockoff, Simply Fruit, 
sells nationwide, but the company 
tends to promote it heavily only in 
those markets where it runs up 
against Sorrell Ridge, now about 40% 
of the country. In areas where there's 
no alternative, Smucker would much 
rather sell sugared jam, and not just 
because of the better margins. 
Smucker has another problem. 
Though its new product is doing nice- 
ly—sales are even slightly better than 
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Sorrell Ridge's—it hesitates to sing 
the praises of Simply Fruit too loudly 
for fear of making its regular jam look 
second best. 

Fred Ross, heir to a small family 
business specializing in duck sauce 
and blackstrap molasses, bought Sor- 
rell Ridge in 1982. Back then, Sorrell 
Ridge was a Canadian jam sweetened 
with honey and sold in health food 
stores. Ross substituted white grape 
juice concentrate for honey, and start- 
ed pushing Sorrell Ridge as a product 
made entirely of fruit. 

In 1984 Ross got a call from compa- 
ny Chairman Tim Smucker. As Ross 
tells it, Smucker wanted to buy Sor- 
rell Ridge but scoffed at its plans to 
move from health food stores into su- 
permarkets. "We just want to own 
your niche," Ross recalls Tim 
Smucker saying, patronizingly. Ross 
declined. 

Ross insists that business strategy, 
not vindictiveness, prompted Sorrell 
Ridge's first TV commercial, in 1985, 
which featured a fat jar of Smucker's 
in a desert of sugar. Smucker and the 
industry in general were not amused. 
Soon after the commercial aired, the 

jam industry's trade association sent 
blistering letter to NBC, demandin 
that the "misleading" commercial b 
taken off the air. Sorrell Ridg 
shrugged and kept selling jam. 

Tim Smucker and his father, Pau 
decline to give their version of t 
contretemps. 

Two years later Smucker intrc 
duced Simply Fruit and, according t 
Sorrell Ridge's salesmen, started play 
ing rough in the supermarkets. M 
food chains let the salesman for 
largest brand supervise the reorg 
zation of shelves for the entire s& 
tion. The markets usually give him 
"planogram," a detailed map showin 
where each item goes on the shelf. Bi 
if no one checks, the salesman ca 
get—well—forgetful. 

So Sorrell Ridge would find tw 
rows of its product when a planograr 
specified three. Shelf tags, the code 
markings that designate each iten 
might also disappear, so Sorrell Ridg 
products would not get reorderec 
"We had a hell of a struggle keepin 
Sorrell Ridge on the shelf," says Bo 
Castellucci, a food broker who repn 
sents Sorrell Ridge in New York. 

But that's kid stuff compared 
what Smucker can do when it warn 
to roll out the big guns. Sorre 
moved into Los Angeles in Augu; 
1987, where it now holds an estima 
ed 11% of the retail jam marke 
compared with 9% for Simply Frui 
Suddenly, four months ago, Smuck( 
started offering coupons for its Sin 
ply Fruit, triggered automatically b 
purchases of Sorrell Ridge. If yoj 
bought a jar of Sorrell Ridg 
Smucker would give you a jar < 
Simply Fruit—for free. 

But Ross struck back. He calk 
Catalina Marketing, which was rui 
ning the automatic couponing pn 
gram, and learned that Smucker ha 
signed on only for an 18-week can 
paign. Ross signed his own exclusi\ 
agreement with Catalina, due to sta 
on June 19, the day Smucker's ends 

Can Sorrell Ridge hang in for th 
long haul? Certainly Ross has prove 
no pushover. No matter how we 
Smucker does with Simply Fruit, So 
rell Ridge is unlikely to disappear. 

Smucker will be hard put, for u 
stance, to ignore the needle in tr 
new ads, set to begin this month. "1 
get the same amount of fruit that's i 
one jar of Sorrell Ridge, you'd have i 
eat this much Smucker's Preserves 
the calm voice will say, while tr 
camera cuts to a shot of eight Smucl 
er's jars. They're not going to like th; 
one on Strawberry Lane, either. Bi 
even in the cutthroat world of supe 
marketing, size isn't everything.—J. 
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Both come with 
i service guarantee 
One wont get stuck 

in traffic 
A Porsche 911 Carrera can 

do 0 to 60 in 6.1 seconds. But not 
during rush hour. 

The AT&T Worldwide Intel- 
ligent Network can connect most 
long distance calls in under 
6 seconds, twenty-four hours a day, 
365 days a year. AT&T has a special 
signaling system that actually 
scouts ahead for clear message 
paths before each call is routed. 
Only AT&T gives you the most reli- 
able service available, and a 
service guarantee. 

That means, no matter where 
you call from, you're assured of 
AT&T's low prices, uncompromising 
sound quality, immediate credit for 
misdialed calls, efficient operators, 
and the ability to call anywhere 
in the world. 

When you're on the road, you 
want a service guarantee, so make 
sure you hear "Thank you for using 
AT&T:' Then your calls won't get 
stuck in traffic. 

We're here to help. For assistance, 
call 1 800 222-0300. 

4l 
AT&T 
The right choice. 

! 9 AT&T 



Personal Affairs 
Edited by William G. Flanagan 

Sales and service people—as well as with-it 
drug dealers—wouldn't be caught dead 
without their beepers. But why would an 
executive bother toting one around? 

Beepers 
come of age 

By Neal Santelmann 

NEWER MODELS no longer have 
to make those annoying beep- 
ing sounds. (They blink and vi- 

brate.) Their reach is almost nation- 
wide. They are getting smarter. Some 
now write. Some models are nearly 
as small as fountain pens, and a 
wristwatch model is on the way. 
No wonder, then, that beepers are 
finding their way into more execu- 
tives' briefcases and pockets. 

"Paging is now entering the peri- 
od when it's more of a messaging 
type   of   market,"   says   Clifford 
Bean, of Arthur D. Little in Cam- 
bridge, Mass. "We're getting more 
white-collar users and intercity trav 
elers—more   managers,   supervisors 
and professionals—who require time- 
ly, one-way information messages." 

Take Donald Dodson, 40, a La 
Mesa, Calif, emergency medical ser- 
vices management consultant. "My 
entire life depends upon clients and 
prospects being able to get hold of 
me," he says. How? Dodson sub- 
scribes to Metrocast, a nationwide 
paging service that lets his clients not 
only page him but also send him short 
text messages. The service operates in 
about 100 major cities around the 
country. (The paging services are not 
literally nationwide. They cover most 
major metropolitan areas, but you 
won't get paged if you're fishing in the 
mountains.) 

The most important innovation in 
pagers is the alphanumeric display. 
Using   liquid   crystal   displays—the 
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Sandra Snap 

same found in digital wristwatch- 
es—pagers can show numeric and 

brief text messages (usually 32 char- 
acters at a time). So rather than just a 
"beep," a businessman can get a 
phone number to call, say, or word 
that a meeting has been canceled. 

Over half of all pagers in service 
today can display a phone number 
when the user is beeped; only 2% 
handle longer text messages. But if 
you're considering a paging service, 
the alphanumeric version can well be 
worth the added cost. (Alpha pagers 
can run upwards of $300 apiece, plus 
heftier service charges.) Alpha mes- 
sages are sent directly from a personal 
computer or through a live operator. 

Besides giving you more informa- 

tion, pagers with alphanumeric dis 
plays can provide a degree of privac 
and convenience not available with 
hotel fax machine or a message deli\ 
ered to a busy meeting. They can als 
be used to complement other commt 
nications devices. For example, celk 
lar phone customers, who pay for bot 
incoming and outgoing calls, us 
pagers to screen their calls. 

Scott Goldman, a paging and cellv 
lar telephone industry consultan 
compares pagers to person-to-perso 
calling as opposed to the old statior 
to-station. "I have a portable tek 
phone, but I don't always carry it, an 
I don't always have my fax machin 
next to me. But I've always got m 
pager," says Goldman. "When peopl 
want to get in touch with me they gc- 
me direct, person-to-person." 

There are plenty of paging service 
to choose from. Pick up any in-fligt 
magazine and you're bound to see ad 
touting the nationwide paging se: 
vices. Here are three of the largest: 

Metrocast, 80% owned by Britis 
Telecom, has been providing numeri 
and alphanumeric service since Jul 
1987 and plans to expand into Canad 

and the U.K. by year-end. Cost: $37 
for the pager, plus $41 a month fc 

basic service. You can also leas 
the pager for $59 per month, ii 
eluding basic service. In either cas 
you get unlimited numeric servic 

but must pay 75 cents for each alph 
message. 

National   Satellite   Paging, 
subsidiary  of  Mtel,   current 

provides numeric service to 1C 
major metropolitan areas and clain 
30,000  subscribers.  Alpha  servic 
should  soon be  widely availabl 
Cost: For owners of pagers, it's $2 

to $40 per month for basic servic 
$69 a month for those who lease. 

Cue Paging Corp., owned by Fii 
land's Nokia, uses FM subcarrier fr 
quencies to transmit numeric me 
sages. Cost: around $350 for the page 
plus $40 to $50 for service; $60 p 
month to rent, including service. 

On the drawing boards is a wris 
watch pager, which should be avai 
able late this year or early 1990, f< 
$199. Uniden Corp. of America wi 
soon market NewsPager, which wi 
be able to access news, sports, ente 
tainment, private and other databas< 
with an astounding 80,000-charact 
memory. And later this year Cue Pa 
ing will unveil Fon-Ex, which wi 
allow you to send alpha messages ov 
a touch-tone phone. 

Just on the horizon are pagers th. 
will even be able to store multip 
voice messages. 

FORBES, FUNE 12, 198 



Traveler's aid 
Elma Braunstein was in trouble. 

Two months ago, on business in 
>Jew Delhi, the New Jersey woman 
ook a bad spill in the Taj Palace Inter- 
continental. Her ankle was broken 

i nd required surgery—fast. 
Where could she turn? Like thou- 

ands  of Americans  today,   Braun- 
tein, a designer and importer of home 

i umishings, is enrolled in a traveler's 
i ssistance program. One phone call to 
■he Washington, D.C. of- 
ice of Travel Assistance 

I aternational (TAI) 
irought her all the help 
he needed: a ticket on the 

; iext  available   flight  to 
i Jew York's Kennedy Air- 
>ort,   an   ambulance   to 

khisk her from there to 
her hospital in Paterson, 
I -J.J., and attendants to as- 
■ ist her every step of the 
/ay and even tuck her 

I afely into a hospital bed. 
• vnd Braunstein didn't 
ave to shell out a dime. 

i Several programs are 
ow   available   to   help 

: ravelers cope with medi- 
al, travel or even legal 
roblems      that      arise 

• broad. Most policies are 
old on a yearly or per-trip 

• asis through travel agen- 
ies. Others are offered free with ma- 
)r credit cards and traveler's checks. 

1 Central to most of these plans is a 
-4-hour hotline, which travelers can 
i all (either collect or toll-free) to get 
• elp in a jam. With some plans, aid is 
vailable even before you depart, with 

.-perators on hand to dispense infor- 
lation on local weather and ski con- 
itions,  visa  and  passport  require- 

I lents and currency exchange rates. 
Once you've reached your destina- 

on, the operators can assist you if, 
I )r example, you need a doctor. Most 

■ 'ill provide the name of a local physi- 
; ian, and some will even arrange for 
our appointment and follow up on 
our condition afterwards. (Note: 
/hen choosing a plan, ask how the 
jster of doctors is compiled. Some 
utfits rely merely on published di- 
xtories that can be inaccurate or out 

I f date. Others make an effort to 
»:reen doctors themselves.) 

If you need emergency  cash for 
Jiedical or legal aid, some plans will 
| lvance you money. Still others will 

:lp locate lost luggage and arrange to 
l:place your prescription medication 
it is lost, stolen or depleted. 
Of course, you could doubtless cope 

lith such problems yourself in many 
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cases. But traveler's assistance com- 
panies maintain that they can get the 
job done faster and easier because 
they're specialists and because they 
coordinate the assistance under one 
roof. And they know whom to call. 

Consider the case of the American 
who was seriously injured in a car 
accident while vacationing in Brazil 
last April. One phone call to TAI, his 
assistance provider, mobilized a range 

Accident victim being boarded in Brazil 
Help was only a phone call away. 

Paul FenetVUniphoto 

of services. First, TAI put its U.S. doc- 
tors in touch with the client's physi- 
cians in Brazil to assess his condition. 
They determined that the patient 
needed to be evacuated to a U.S. hos- 
pital for treatment, so TAI dispatched 
a medical team to Brazil on a private 
air ambulance. "And just as they were 
about to move the patient they dis- 
covered that the authorities had con- 
fiscated his passport as a result of the 
accident," says James De Santis, TAI'S 
director of marketing. 

Without missing a beat, TAI imme- 
diately contacted the American em- 
bassy, as well as the Brazilian embas- 
sy in Washington, D.C, hired an at- 
torney, filed the necessary paperwork, 
retrieved the passport, paid the bills 
and, within 24 hours, got the client to 
a Boston airport, where an ambulance 
was waiting to rush him to a nearby 
hospital. 

(Medical evacuations, by the way, 
can be expensive, costing between 
$30,000 and $35,000 on average, ac- 
cording to TAI estimates.) 

Assistance plans vary widely in 
price and service. Before you buy, 
check with your credit card company 
or traveler's check provider. You may 
already be entitled to certain services. 

American Express offers all its 
members complimentary pretrip in- 
formation, medical and legal referrals, 
emergency cash advances, even acci- 
dent and baggage insurance. For plati- 
num card holders, the company also 
pays the travel costs for medical evac- 
uations. MasterCard and Visa provide 
similar services to their gold card 
holders. And, as of this June, purchas- 
ers of WorldMoney traveler's checks 
from BankAmerica will automatical- 
ly receive some traveler's assistance 

benefits free of charge. 
Besides these so-called 

assistance services, many 
plans offer travel insur- 
ance for an additional 
cost. This may include 
trip cancelation and bag- 
gage insurance, medical 
insurance, even acciden- 
tal death and dismember- 
ment insurance. But 
again, before you buy any- 
thing, make sure that you 
really need it. 

"The average American 
already spends 17% of his 
or her disposable income 
on insurance," says Rob- 
ert Hunter, president of 
the National Insurance 
Consumer Organization 
in Alexandria, Va. "Ask 
yourself, 'Do I really need 
to spend more?' " 

Here is a rundown of agencies offer- 
ing traveler's assistance coverage. In 
addition to medical emergencies, 
some protect against unscheduled 
travel delays, transportation in case of 
death, emergency dental care, lost 
baggage, trip cancelation, even lost 
documents. 

Always ask about restrictions. 
Some coverage excludes "dangerous 
countries" like Lebanon. Some won't 
cover certain sports activities, such as 
downhill skiing or scuba diving, or 
preexisting medical conditions. And 
before buying, be sure to see what 
your health and homeowner's policies 
provide. 

Access America, Inc., 600 Third Ave., 
New York, N.Y. 10016; 800-284-8300. 
Covers members traveling outside the 
U.S. (A separate policy is sold for trav- 
el within North America.) Costs start 
at $29 a person for basic coverage for 
one to four days of travel; $79 a person 
for comprehensive coverage; also fam- 
ily rates. 

International SOS Assistance, Inc., 
P.O. Box 11568, Philadelphia, Pa. 
19116; 800-523-8930. Deals mostly in 
corporate accounts but also offers in- 
dividual plans for those traveling 100 
miles or more from home. Costs start 

171 



at $25 per person for 1 to 14 days, plus 
$2.50 for each additional day; $50 per 
month; $195 per year; also plans for 
couples and families; optional medi- 
cal insurance starts at $19 per person 
for up to 14 days of coverage. 

Travel Assistance International, 1133 
15th St. N.W., Suite 400, Washington, 
D.C. 20005; 800-821-2828. Covers its 

members traveling 100 miles or more 
from home. Coverage starts at $40 per 
person for up to eight days of travel, 
$120 for a full year (90-day maximum 
per trip). Family plans available, as 
well as extended-stay packages for, 
say, students studying abroad or busi- 
ness people on temporary assignment 
abroad.—Carolyn Torcellini 

Collectors 

Buying at the Wright time 
What do Japanese Edo-period 

paintings and Frank Lloyd 
Wright have in common? Just ask col- 
lector Joe Price. 

In 1953 Price left the University of 
Oklahoma with a degree in engineer- 
ing and a dream job awaiting him— 
working with Wright on the Price 
Tower in Bartlesville. Joe's father, 
Harold, had commissioned America's 
greatest architect to build a new head- 
quarters for his family-owned busi- 
ness, the H.C. Price Pipeline Con- 
struction Co. (The company would 
later build part of the trans-Alaska oil 
pipeline.) Joe worked full time with 
Wright on Price Tower 
(now owned by Phillips 
Petroleum) and other 
commissions until 1956. 

During those years 
Price began poking around 
in art galleries, and inno- 
cently began acquiring 
some Japanese paintings 
of the Edo period (1600- 
1868). He saw in the 
paintings a cleanness of 
line and other aesthetic 
similarities with Wright's 
work. Price in those days 
had no idea that what he 
was collecting was specif- 
ically Japanese, much less 
Edo. The scroll and screen 
paintings that he bought 
for a couple of hundred 
dollars each simply pleased his eye. 
"If you bought a Kewpie doll or 
stuffed animal, would you research 
it?" asks Price. 

He was perfectly comfortable 
knowing only that the art was Orien- 
tal, from the "scribbles on the bot- 
tom." Fifty paintings and ten years 
later a friend informed an astonished 
Price that his haphazard purchases 
formed a focused Edo-period collec- 
tiun by about six famous artists, in- 
cluding Suzuki Kiitsu, Ito Jakuchu 
and Nagasawa Rosetsu. 

In 1960 Pi ice bought Sterling iiay- 
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den's schooner, Wanderer, for a long 
vacation and set sail for Tahiti. Run- 
ning afoul of French immigration offi- 
cials, he flew off to Japan 
for two weeks to renew 
his visa. Once there, Price 
discovered a rich hoard of 
unwanted Edo paintings. 
Ancient Buddhist art was 
then the fashion in Japan; 
the highly stylized Edo 
art, so long dominant in 
the culture, was held in 
disfavor. 

Price was introduced to 
Japanese  auction houses 

NUx Aguilera HelKeg 

Collector 
above, a 

Joe Price at Ms home in Xetiport Beach; 
silk scroll painting by /to jakuchu (1716-1800) 

and private collectors who were de- 
lighted to get rid of the Edo paintings 
their ancestors had accumulated. For 
several hundred dollars each, Price 
kept on acquiring what he personally 
felt were masterpieces. He stayed four 
months, snapping up Edo paintings by 
the score. 

He also met and fell in love with 
Etsuko Yoshimochi, whom he mar- 
ried in 1966. Trained as a classical 
dancer, she developed an interest in 
Edo, and the couple returned annually 
to Japan on buying trips. Etsuko be- 
came art scholar, translator and nego- 

tiator for the collecting team. 
Amazed by the lack of interest 

Edo paintings and screens, they c 
lected  hungrily.  But,  almost  ov 
night, Edo art was back in vogue 
1971 Emperor Hirohito lent his ] 
paintings for exhibition at the Tok 
National Museum. Prices for Edo 
ballooned, and sources dried up 
sellers became reluctant to part wi 
what they had. 

By this time, however, the Pric 
had accumulated about 300 works- 
collection surpassed only by that 
Hirohito himself. Their collection 
roughly estimated to be worth ov 
$20 million. 

Today the Prices display their art 
the classical teahouse they had b 
in Newport Beach, Calif., where th 

moved in 1985, a f< 
years after Joe left 
family business. And th 
display the art in the 
ditional Japanese mann 
one painting per room, 
this way the paintings 
not compete with ea 
other. Price unrolls o 
one scroll each day in t 
teahouse. "It's not t 
Western school of thouj 
where the art hangs fo 
lifetime," he explai] 
"Instead, every morni 
you choose a pamting tr 
you wish to see today.'' 

With the Japanese ro 
family's collection clo; 
to the public, schok 
have been drawn to 
Prices' collection to stu 
their works. Price nam 
the collection Shin't 
kan, meaning "house 
the faraway heart," af 
the studio of his favor 
Edo artist, Jakuchu. A 
other 30 paintings fri 
the Price collection are 
permanent exhibit in \ 
Los Angeles County IV 
seum of Art's Japanese 1] 
vilion, which Price help 

to build in 1988. 
The rising cost and scarcity of ori 

nal Edo paintings have put a damj 
on the Prices' buying. But, far frc 
being frustrated, they have been 
quiring fakes and copies of their E 
masterpieces to learn from since 
1970s. And while these study pie( 
have virtually no value to other c 
lectors, the Prices are fascinated 
them.  "This is what is fun," s; 
Price,  "hanging the fakes with t 
originals and discussing them wi 
scholars."—Christie Brown 
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„ IS IS A MOMENT 
BOR A MACANUDO. 

fter all, a man doesn't score an eagle every day. 

&^.   j^r 

Some moments in a man's life are meant to be savored for all 
they're worth. So is a Macanudo. 

In an age when speed is all too often the order of the day, the men 
of Macanudo still take more than two years to turn the finest tobaccos 
in the world into the ultimate cigar. 

And they still craft each cigar step by step by hand, just the way the 
first Macanudo cigars were made more than a century ago. 

No wonder more and more men have come to realize that this is the 
cigar with the sweet smell of success. 

This Father's Day, ask your favorite smoke shop for the box of 
Macanudo cigars that was made for you. 

And let any moment worth savoring linger in your mind with all the 
taste and aroma of a Macanudo. 

MACANUDO The Ultimate Cigar 



Careers 

With many public schools in abysmal 
shape, businesses are worried about where 
the next generation of workers will come 
from. One organization stopped wringing 
its hands and has done something. 

Senior 
achievement 

By Ronald Bailey 

THE FACTS ARE BLEAK! Three OUt 
of ten kids today don't graduate 
from high school. Nearly every 

comparison with our international 
competitors in Asia and Europe 
shows that American students are far 
behind in math, science, geography 
and foreign languages. U.S. businesses 

are forced to spend as much as $100 
billion a year to teach skills to their 
employees. 

Against this depressing backdrop, 
at least one organization appears to be 
making headway. Junior Achieve- 
ment—dismissed as a haven for nerds 
in the rebellious 1970s—has become 
part of the curriculum at 14,000 
schools across the country, up from a 

mere 1,000 in 1980. This year mor 
than 1 million students will stud- 

business and economics through Ju 
nior Achievement courses. 

Why the surge in interest? Largely 
it is caused by a basic shift in funio 
Achievement's strategy. The organi 
zation is transforming itself from it 
traditional after-school, extracurricu 
lar approach to become a prograr 
through which business executive 
teach classes during regular schoc 
hours. This has required approval c 
local school boards around the cour 
try as well as a greater commitmer 
from businesses. To help run Junic 
Achievement last year, companie 
contributed $50 million in cash 
well as about $10 million worth 
products and services. That is 2\ 
times the organization's 1980 fundin 
levels. The number of business volui 
teers, meanwhile, has jumped 10%, t 
about 40,000 nationwide. 

Two Junior Achievers of the 195C 
are convinced that the organization: 
headed in the right direction. "It's 
mistake to think that the public sei 
tor can do the job without the suppo 
of business, and Junior Achievemei 
is one effective way to help," sa) 
John Roach, chairman of Tandy Cor 
Adds Bruce Kennedy, chairman 
Alaska Airlines, "In Junior Achiev 

Scon Thodc'JB Pictul 

Junior Achievement class in Intermedia 
What's the cost of dropping out? Play the board game Success and find out 
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)iiiii]2RoomNever Closes. 

oimplyRelocates. 
We observe a rather unique 
ig policy at Four Seasons 
Is: the proper time for serving 
-class meal is whenever your 
rite desires it. 
f\nd if by chance the serving 
s of our restaurants don't 
ide with your schedule, well 
; the restaurants to you. 
The same master chefs who 
*ive the delicacies served in 

our Four Seasons dining rooms 
also prepare their exquisite crea- 
tions for your private pleasure. 

You receive our restaurants' 
impeccable table service in your 
guest room, as well. 

And this obsessiveness with 
your personal comfort extends 
throughout our entire opera- 
tion. If at any time, for example, 
you should require a car, a typist, 

fresh linens or fresh ice, you will 
note that the Four Seasons staff 
stands ready at all times. 

So, when next you travel, 
come stay with us. You'll discover 
a refreshing difference. At a Four 
Seasons Hotel, attentiveness never 
goes off duty 

Four Seasons Hotels 
and Resorts 

ESTATES: Austin, Boston. Chicago, Chicago (The Ritz-Car/ton), Houston (Center). Houston (Inn on the Part). Los Angeles. New York (The Pierre). Neupfjrt Beach California. 
itlphta, San Francisco, Seattle, Washington D C. CANADA: Montreal(LeQuatreSaisons), Ottawa. Toronto. Toronto (Inn on the Park). Vancouver. UNITED KINGDOM: 
(Inn on the Park). JAPAN: Tokyot 1991). RESORTS: Caribbean (Nevis. W.I., 1990). Dallas (Las Colims). MauKWailea. 1989). Santa Barbara (The Btltmon). Canada 

fMinaki Lodge). Tor reservations in the U.S. call (800) 332-3442: in Canada call (800) 268-6282 or call your travel agent. 
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ment, you're helping to prepare the 
next generation to participate effec- 
tively in the economy." 

One of the most important changes 
in Junior Achievement is that the or- 
ganization has grown from its roots in 
white, middle-class suburban and 
small-town America to reach stu- 
dents in poor urban neighborhoods— 
those most at risk of dropping out of 
society completely. 

Measured by student reaction, Ju- 
nior Achievement's push into the in- 
ner city seems to be working. Says 
Olvin Caba, a student in Manhattan's 
Martin Luther King Jr. High 
School: "We needed some- 
thing like this in high 
school. If you took a regular 
business course, you'd be 
bored out of your wits. You 
just listen to the teacher. 
But now we get to partici- 
pate in what business is 
really like." Classmate 
Olivier Amiot-Priso firmly 
says that the course taught 
him "not to give up; to take 
the chance, to take the 
risk." 

Caba and Amiot-Priso are 
just 2 of the 33,000 kids in 
New York City who partic- 
ipate in Junior Achieve- 
ment, up more than tenfold 
since 1980. In the grades 
that Junior Achievement 
targets—fifth through 
eighth and seniors in high 
school—the organization's 
classes reach about 1 in 5 
New York City students. 
That is expected to double 
over the next five years. 

One of the biggest bene- 
fits of Junior Achieve- 
ment's inner-city programs 
may be that they offer stu- 
dents a positive role model. 
Many kids in the South Bronx and 
Harlem don't often get to talk to suc- 
cessful businessmen. The implicit 
message behind a business volunteer 
is that students need to leam math, 
reading and science to get ahead. Add- 
ing to the experience, the volunteers 
take their students to visit their own 
or other people's workplaces. Teach- 
ers say such visits break the kids' iso- 
lation, opening a world that they oth- 
erwise might not know exists. 

Volunteers evidently take on a kind 
of star quality just by showing up. In 
New York City, where just getting 
kids to attend class can be a big prob- 
lem, attendance improves by about 
20% on days when the Junior 
Achievement volunteer teaches. 
"The volunteer is a different face," 
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says Jacqueline Cuffe, a social studies 
teacher at Washington Irving High 
School, which is said to be Manhat- 
tan's most violent. "If you're doing 
this show 40 minutes a day, five days 
a week, you can't be fabulous all of 
the time. Also, the volunteer might 
strike a chord with a kid that you 
don't for some reason." 

One lesson that has a major impact: 
"The Economics of Staying in 
School," which graphically illustrates 
what dropping out of school costs stu- 
dents financially, socially and person- 
ally. In one exercise, kids play a board 

of these systems, Junior Achievemei 
classes are available to all students 
the target grades. 

Junior Achievement courses va 
with grade levels. To elementa 
school students, Junior Achieveme 
volunteers teach Business Basics, 
overview of business organizatio 
management, production and marke 
ing in four hour-long lessons. Juni 
high school students get a weekly le 
son called Project Business, which i: 
troduces students to more complica 
ed concepts such as supply and 
mand, some corporate finance and tl 

Andy Snow/Picture Group 

High school students in Middletown, Ohio 
Learning economics in the heartland. 

game called Success that vividly de- 
picts the lifestyle available to drop- 
outs as against that for high school 
and college graduates. In another ex- 
ercise, students list what they consid- 
er the elements of the good life— 
houses, cars, stereos, vacations, enter- 
tainment. Then they comb the want 
ads for jobs and develop a budget 
based on what the various jobs pay. 
Students add it up quickly: Wages for 
high school dropouts don't come 
close to buying the good life. 

For all its efforts in the inner city, 
Junior Achievement has not aban- 
doned its old constituency. Two- 
thirds of its students are in the sub- 
urbs and heartland cities like Middle- 
town, Ohio, with a population of 
50,000 and a low dropout rate. In most 

rudiments of global comp 
tition. Project Business all 
covers the job market, qu; 
ifications needed for entr 
level jobs, and personal 
sues such as househo 
budgeting and banking. 

For high school student 
Junior Achievement has < 
signed Applied Economic 
a comprehensive econor 
ics course. Volunteers vi< 
once a week to help st 
dents run their own comp 
nies—selling stock, elec 
ing officers and marketii 
products—much like J 
nior Achievement's trac 
tional after-school progra 
in which 75,000 studen 
still participate. 

How effective is all thi 
Hard to say. The only e^ 
dence is anecdotal, and 
seems to indicate that tl 
in-school programs 
making a difference. A fiv 
year effort by New York 
Junior Achievement 
measure results objective 
has just begun. 

Perhaps the most co 
vincing example com 
from the New York Tel 

phone Co. Like many another fir 
these days, New York Telephone h 
a hard time finding qualified people 
work in entry-level positions such 
operators, customer service represe 
tatives and telephone installers. 
1987, for instance, the company tes 
ed 120,000 applicants for basic j( 
skills and found only 24% passed. B 
when New York Telephone recent 
gave the same test to Junior Achiev 
ment students, the passing rate was 
heartening 49%. 

Many do-gooder organizatioi 
knock at company doors for don 
tions, offering only vague promis' 
about goals and results. With Juni 
Achievement, the goal is clearly cr 
cial and—so far at least—the resul 
look good. ■ 
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Faces 
Behind the Figures 

Edited by Jason Zweig 

Prescription for success 
Ernest Mario, the son of a janitor, 

grew up in a basement apartment 
in Clifton, N.J. "You had to stand on 
a chair to see out the window, and 
then all you could see was grass," he 
recalls. 

Now Mario has a better view—from 
the chief executive's chair at Britain's 
Glaxo Holdings Pic, the world's sec- 
ond-largest drug company (1988 reve- 
nues, $3.5 billion). Mario, 51, who 
was appointed last month, told 
FORBES he had expected the appoint- 
ment by the end of this year, but it 
was moved up after rumors of his pro- 
motion appeared in the Sunday Times 
of London. 

Mario, a Ph.D. in physical sciences 
from the University of Rhode Island, 
is at heart an ebullient cheerleader. At 
Glaxo's U.S. headquarters in Durham, 
N.C., Mario held a weekly breakfast 
for employees whose birthdays fell 
during that week. 

Before joining Glaxo as president in 
1986, Mario held senior positions at 
SmithKline Beckman and Squibb. At 
Glaxo he has been running the com- 
pany's operations in North and South 
America, which last year made up 
42% of Glaxo's revenues. 

( lurk-v Guptun 

Glaxo Holdings iJk s Ernest Mario 
"The big guy" has to worry. 

Mario got to Glaxo in plenty of time 
to ride the Zantac wave. Since Zan- 
tac's introduction in 1983, the antiul- 
cerant has become the bestselling pre- 
scription drug in the world. It ac- 
counted for 48% of Glaxo's 
worldwide sales last year. Largely be- 
cause of Zantac, Glaxo's annual sales 
have nearly doubled since 1985. 
"That," says Mario, "has created an 
expectation, both inside and outside 
the company, which is going to be 
very difficult to sustain. Zantacs 
don't come along every day." 

True. But a guy who worked his 
way up from a basement in Clifton is 
hardly about to let Glaxo rest on its 
laurels. Mario notes that Hoffmann- 
LaRoche boomed with Librium in the 
1960s and SmithKline Beckman pros- 
pered on Tagamet in the 1970s, only 
to fall on hard times when research in 
their pipelines slowed to a trickle. 
"Now we're the big guy," he says. "It 
makes me feel a little concerned. I 
keep pushing these young guys here 
and saying, 'Don't get arrogant. Don't 
be so full of yourself that you think 
you can't get knocked off.' " 

Mario wants to grow not by diversi- 
fication or acquisition but with new 
products. Under Mario and the com- 
pany's British chairman, Sir Paul 
Girolami, Glaxo has committed some 
$4 billion over the next five years to 
research and development. Last year 
Glaxo spent $393 million on R&D, 
about 58% of earnings—nearly five 
times the drug industry average. 

Among Glaxo's high hopes are 
drugs now in development that would 
treat nausea, migraine headaches and 
asthma. Any one of these could have 
billion-dollar potential. Clearly, that 
is what Mario wants.—J.Z. 

Indy oldie 
Dick Simon never won the India- 

napolis 500, but he made a lot of 
money finishing back in the pack. 

This year's Indy was the first in 19 
years that Simon watched entirely 
from the sidelines. Last year, at 54, 
Simon became the oldest driver ever 
to race Indy. He finished ninth, his 
second-best effort. In 1987 he finished 

sixth. Good showings, to be sure, b 
nothing compared to his promotion; 
skills. 

In retirement, Simon still runs rl 
two-driver team, sponsored by sui 
companies as Amway, PPG, Dut 
Boy Paints, ComputerLand, Unidj 
and Soundesign. Sponsor fees ran 
from $ 15,000 to $ 1.8 million per coi 
pany per year. This year he will ta 
in over $4 million and net perha 
half a million. That compares with 
estimated $6 million of fees for indi 
try leader Roger Penske and his thn 
driver outfit. 

How does a retired also-ran like 
mon get big companies to back 
cars? He pumps almost all his prof 
back into improving his cars' perf 
mance, lures talented young drivf 
hungry for patronage, and treats 
corporate sponsors right. While otl 
racers crawl under their cars or do t 
drives, Simon hosts densely anecdo 
tours of Indianapolis' Gasoline All 
where the race cars are stabled, 
mon's hospitality tent is among 
best stocked on the speedway groun 
If his sponsors want to go for a 1( 
mile-per-hour ride in the Indy pace i 
before the race, no problem. They i 
even bring their clients along. 

Simon, a former English student 
the University of Utah who spei 
nearly as fast as he drives, is an 
champion ski jumper and parachuti 
He got hooked on racing one night 
1962, when he parachuted into a S» 
Lake City speedway with flares tiec 
his feet. The racetrack owner, thril 
by the crowd's response, invited h 
to take a spin around the track. Sir 

huiy racer Dick Simon 
For a fee, sponsors take a spin. 
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Faces 
Behind the Figures 

was smitten. He bought one of the 
cars for $2,500 that night and soon 
was racing regularly. 

Back then, Simon by day was presi- 
dent of Omnico, a Utah-based insur- 
ance holding company. Once he start- 
ed racing, his policyholders and share- 
holders were alarmed at seeing him 
speeding around in circles on televi- 
sion. They complained to Omnico's 
board of directors, and in 1976 the 
board asked Simon to quit racing lest 
he harm the firm's conservative im- 
age. "Okay," Simon recalls saying. "I 
quit. The insurance business, that 
is."—JZ- 

Bad news for Beasley 
Iess than two years ago, William 

I Howard Beasley III was one of the 
most promising young turnaround 
artists in America. Now he and his 
company are on the ropes. 

Beasley, 43, is chairman of Lone 
Star Technologies, a Dallas-based 
maker of oil-drilling pipe. He first be- 
came known as a whiz kid in the 
Nixon and Ford administrations 
when, as a special assistant in the 
Treasury Department, he helped bail 
out Lockheed Corp. and create Con- 
rail. He left government to revive Chi- 
cago-based Velsicol Chemical, an ail- 
ing unit of Northwest Industries. 

In 1985 Beasley took the reins at 
Lone Star, then a Northwest subsid- 

ies Star's William Howard Beasley III 
A tough year. 

iary that had just been spun off. He hit 
the ground running, slashing the steel 
fabricating company's payroll by 
68%, shutting an antiquated blast fur- 
nace and buying steel from outside 
suppliers. When oil prices and drilling 
picked up in 1987, newly lean Lone 
Star turned its first profit in five years. 

But today Lone Star is on the brink 
of bankruptcy. Last March it default- 
ed on $134 million of loans after miss- 
ing a $44 million principal payment. 
In April it forfeited a $6.3 million 
deposit after pulling out of its agree- 
ment to purchase four steel plants. 

Beasley went wrong betting that 
the drilling uptick in 1987 was the 
start of an enduring recovery, borrow- 
ing heavily to buy steel for making 
pipes. The uptick turned into a nose- 
dive as demand for pipe all but disap- 
peared: Domestic shipments plunged 
60% in the second half of 1988. Lone 
Star posted a loss for the year of $40 
million on revenues of $688 million 
and reported a further $ 17 million loss 
for the first quarter of this year. 

Meanwhile, the $91 million Beas- 
ley spent to diversify hasn't helped. 
An incineration company, acquired in 
1987 and only marginally profitable 
since, is now up for sale. The Ameri- 
can Federal Bank, conjured up in 1988 
from the wreckage of 12 Texas thrifts, 
is profitable only because of heavy 
assistance from the teetering FSLIC. 
American Federal, by the way, is 
barred from funneling loans and divi- 
dends to Lone Star. 

Beasley says Lone Star can get back 
in the black if drilling picks up by 
early next year. But without asset 
sales or new credit lines, Lone Star 
could go broke within nine months. 
That would leave no extra funds to 
shore up American Federal should 
something go awry there, FSLIC appar- 
ently saw Beasley and his men as sav- 
vy workout artists, but their now- 
shallow pockets could become a se- 
vere liability. 

Bad news comes in waves: Beasley 
disclosed last year that he had cancer. 
Last month he took a leave of absence 
to recuperate from chemotherapy. He 
says that his lymphoma is in remis- 
sion and that he will return to the job 
in a few months.—Rick Reiff 

In the bullpen 
Financial firms often hire senior 

government officials more for 
their knowwho than their knowhow. 
Is former Defense Secretary Frank 
Carlucci any different? 

Carlucci was hired in January by 
the  Carlyle  Group  of Washington, 

Carlyle Group's Frank Carlucci 
Ready to run Eastern Air Lines? 

D.C., a merchant bank backed by 
Mellon family, T. Rowe Price ; 
Alex. Brown & Sons. Last month C 
lyle put Carlucci forward as a can 
date to run Eastern Air Lines as pan 
an estimated $1 billion buyout bid 
one of its clients, Chicago commi 
ities trader Joseph Ritchie. Says C 
lucci: "When you've got an airline 
this kind of shape, you don't just si 
in and sit back and watch it run its< 
You have to start it up, and it's 
particularly a bed of roses." 

Even if the Eastern bid doesn't 
through, Carlyle can use Carlucc 
management skills elsewhere. 
April Carlyle bought the Coldw 
Banker commercial real estate grc 
for $320 million from Sears, Roebv. 
& Co., where Carlucci ran the int 
national trade unit from 1984 to 19 
Soon Carlyle will announce its pla 
buy an in-flight food services firm 
some $600 million. Who better 
turn to for management advice tha 
man who has presided over 3.4 
lion employees and a budget of $3 
billion? 

"I don't claim to be a great exp 
on leveraged buyouts," says Carluc 
"and I'll never be the guy who's go: 
to sit down and crunch the number 
But, he adds, "government is just i 
other industry." 

Carlucci says he is willing, but: 
eager, to assume a hands-on mana 
ment role if needed. At this stage 
his career, he says, he would prefer 
give advice. "Yes, I enjoy mana 
ment responsibilities, or I would 
have agreed to the Eastern proposa 
he says. "But I'm now 58 years c 
and it's probably time for me to 
other things." 

A former champion wrestler 
was once stabbed by an angry 
while serving in the foreign service 
the Congo, Carlucci is adamant atx 
one thing: "I have no intention 
going back into the government. I 
tended to leave, and I intend to st 
out."—J.Z. 
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ITT DEFENSE 
Two years of sales on order. 
Maintains a leadership position 
in important defense capabilities. 

ITT RAYONIER 
Profits and exports at record 
levels. Producers of pulp prod- 
ucts for use in everything from 
film to eyeglasses. 

ITT AUTOMOTIVE 
An innovator. A worldwide 
leader. From anti-lock brakes 
with traction control to 
car seat systems. 

ITT FINANCIAL 
A leader in consumer and com- 
mercial lending, with nearly 
$8 billion in receivables. 

ITT SHERATON 
Highly profitable. Nearly 500 
hotels, inns and resorts in 65 
countries. Service is priority. 

ITT HARTFORD 
A strong performer. Contributed 
over $400 million to operating 
income in 1988. 

ITT FLUID TECHNOLOGY 
A leading producer of pumps, 
valves, and instruments. Each 
day, we pump more water 
than flows over Niagara Falls. 

ITT ELECTRONIC 
COMPONENTS 
The finest quality built into se 
conductors and electronic con 
nectors. Sales again top $1 billi 
this year. 

ITT COMMUNICATION AND 
INFORMATION SERVICES 
A leader in technical educa- 
tion, and internationally in 
"Yellow Images" directories. 

ALCATEL N.V. 
World's largest telecommunica- 
tions manufacturing company. 
37% owned by ITT. A sound 
investment. 

You're looking at the ITT of today. Streamlined. Successful. A 
(1 company composed of high technology product and service 

\ as to build these businesses into leaders. Today, 
each one is a ! s field. And the challenge will continue to be met. 
For a copy of our 1   ^Brmal report, write to: ITT Corporate Relations 
Department, 320 ft$iflgyenue, New York, New York 10022. 
© 1989 HT Corporation. 
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The Forbes/Wilshire 5000 Review 

Edited by Steve Kichen 

Market value of Wilshire 5000 
$2,961.5 billion as of 5/19/89 

.Wilshire 5000 equity index1 

The total price of all stocks for 
.which daily quotations are 
available, weighted by market value 

Dow (ones 
industrial average 
The total price of 30 
blue-chip industrial stocks, 
adjusted to reflect splits. 
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O O Percent change in last two weeks. 

I l  I  I  I I i l  I  I I I I 
M11ASONDJFMAM 

ue chip surge. Aided by falling interest rates, the Dow 
sted a healthy 5%, 119-point rally during the past two 
:eks. This gain lifted the Dow industrials to within 8% 
their August 1987 alltime high. Secondary stocks post- 
smaller gains, as the Amex and Nasdaq markets 

mbed by 2.0% and 2.6%, respectively. The overall 
irket, as measured by the Wilshire index, finished the 
it ten trading days with a 3.7% increase. 
Thanks to strong profits, the Dow is priced at a moder- 

ate multiple of latest 12-month earnings. The current P/E 
of 12 is up from a five-year low of 9.8, which was reached 
just six months ago, but well off its October five-year high 
of 21. The Dow's earnings yield (the inverse of the P/E) is 
8%, not quite equal to the 8.7% yield on risk-free 30-year 
Treasury bonds. In August of 1987 the Dow earnings yield 
was just 4.5%, against a 30-year T bond rate of 8.9%. 
Despite the current rally, valuations are a long way from 
their precrash highs. 

Closeup On the Equity Markets 
■ Performance of six leading indexes 

'ercent change 
Wilshire 

5000 
Forbes 
5002 

Dow Jones 
industrials 

NYSE 
Composite 

Amex Market 
Value Index 

NASDAQ 
Composite 

n last 4 weeks 3.8 3.9 3.8 3.5 3.3 4.3 

n last 52 weeks 25.1 25.2 28.1 24.9 21.2 20.8 

Stock performance based on six key investor yardsticks3 

'ercent change 
Company size Volatility4 P/E multiple Dividend yield Growth profile* Share price 

large small high low over 21 under 8 over 4.5% none high tow over $34 under $4 

n last 4 weeks 4.0 4.2 2.4 2.1 3.9 2.0 2.4 3.7 3.9 3.0 3.3 1.9 

a last 52 weeks 28.0 22.0 17.7 12.1 33.1 17.9 7.0 25.7 20.3 19.6 28.9 4.5 

ilshire index reflects p 
ual weighted indices 
x fluctuations, low-v< 

rice performance. It differs slightly from market value of outstanding stocks because of retirements of equity since index was 
:ontaining all shares with market capitalizations over $10 million 4A stock's sensitivity to overall market movement High-v 
)latility issues are more stable. 5A quantitative evaluation of a stock's growth image, determined by Wilshire Associates 

created. 2Based on sales. 
ilatility issues have wide 

>te: All data for periods ending 5/19/89. Prepared by Wilshire Associates, Santa Monica, Calif. 
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Where the Action Is 

On the coattails of a strong market. All nine Wilshire 
sectors advanced over the past two weeks. Raw materials 
posted one of the best two-week gains in recent memory, 
with a 6.9% increase. Within this group Ogden, Corning 
Glass Works and Waste Management scored double-digit 
percentage gains. Consumer durables, utilities and con- 
sumer   nondurables   also   registered   above-market   in- 

creases. With oil prices receding to their earlier leve 
energy stocks lagged the market. The oil group squeez 
out a 1.9% two-week gain, although Union Texas Pet: 
leum Holdings, Mitchell Energy & Development, NL 
dustries, Sonat and Eastern Enterprises were all up by £ 
or more. Over the past four weeks energy was the or 
group to show a loss. 

Percent change in last 52 weeks OO Percent change in last 2 weeks 

Capital goods 
+ 50               .^^ 

^ + 2.5^. 

0 

-25 

 1 1 1  1 1  1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 I 1 
'88 l'89 

Consumer durables 
+ 50            ^w 

^ + 4.8^. 

0 

-25 

1 1 I 1 1 1 1 1 Mill! 
•88                     l'89 

Consumer nondurables and servic 
+ 50 

-25 

I I I I I I I I M 
•88 l'89 

Energy 
+ 50            ^^ 

-^+1.9^. 

.-                    N^ 

-25 

  1  1  1  1 II  1  1 1 1 1 1 1 
•88 l'89 

Finance 
+ 50            ^w 

^+3.5^. 

0    """"^ 

-25 

II 1 1  1 1 1 1 1 II 1  1  1  1  1 1 1 1 1 1 1  1  1  1 1 1 
'88 l'89 

Raw materials 
+ 50 

-25 

I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 
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Technology 
+ 50 

-25 

Ml I M  I 
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Transportation 
+ 50 

-25 

I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  II  I  I  I  I 
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Utilities 
+ 50 

-25 
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'88 l'89 

What the Analysts Think 
A Hip-flop on transportation stocks. Four weeks ago trans- 
portation stocks showed some of the biggest cuts in 1989 
earnings forecasts. But in the last two weeks analysts 

raised estimates for transportation stocks more than ; 
other group. Regional carriers Atlantic Southwest, Am 
ca West and Midway Airlines show the largest increas 

Forecasting the Forbes Sales 500 

Performance 
period 

Average 
earnings per 

share         P/E 

latest 12 month.'. 
1989 estimates 
1990 estimates 

$3.32         13.0 
3.85         11.2 
4.19         10.4 

^_          

Rank based on 
change in estimate Sector 

Estimated 1989 
EPS            P/E 

% change in 1989 estim. 
in 2 weeks      in 4 wee) 

1                        Transportation $2.85 11.0 0.55% -0.04% 

2 Energy 3.36 11.8 0.38 0.71 

3 Consumer durables 3.53 11.1 0.17 -0.27 

4 Consumer nondurables 2.70 14.6 -0.09 -0.22 

5 Utilities 1.02 11.5 -0.13 -0.34 

6 Raw materials 3.45 9.6 -0.19 0.20 

7 Capital goods 3.00 13.5 -0.26 0.07 

8 Technology 3.10 11.7 -0.69 -1.55 

9 Finance 3.69 8.9 -0.78 -0.14 

Earnings project 
Estim.m 

nil estimates trom over 3,000 security analysts. Data arc compiled and updated continually by the Institutional Bro 
<S Ryan, a New York-based brokerage tirm IBES L imch, |one 

Note   AH data fur periods cndiiu   •  >■' W  IVpu;. d rv WiKhirt: Associates, Santa Monica, Calif . IBES. a service of L\neh   loncs N Rvan   New York 
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The last thing 
you need 

when you retire 
is to outlive 

your income 
Now, Merrill Lynch can help provide 
a meaningful retirement income by 
combining the features you need and 
want in your retirement program. 

Annuities, from the Merrill Lynch 
Life Agency Inc., offer competitive, 
current interest rates. Many also guar- 
antee 100% of the principal. And. at 
retirement, offer a variety of payout op- 
tions you can choose from. Including 
one with an income you can't outlive. 

With an annuity, you also accu- 
mulate money on a tax-deferred basis, 
feu don't have to pay taxes on earn- 
ings until they're withdrawn. This 
allows your money to grow even faster. 

A Merrill Lynch Financial Consul- 
tant will help you choose which of the 
variety of annuity plans best matches 

11989 Merrill Lvnrh Lik- Ai(Mit> IIK 

your retirement needs. Call today and 
we'll send you a free copy of "How to 
take control of your financial future." 

Annuities. An excellent way to ac- 
cumulate money now, that'll provide 
I  

an income when you need it most. 
When you retire. 

Find out more about annuities 
by calling Merrill Lynch 8:30am-9pm, 
EDT, Monday through Friday 

I 

Call 1800 637-7455, ext. 6480 
Mail to: Merrill Lynch, Pierce. Fenner and Smith Inc., Response Center, 

P.O. Box 30200. New Brunswick, NJ 08989-0200 

I want to help ensure a retirement income I can live with. Please send me more information 
and my copy of the free booklet. 

Name. 

Address. 

City  

State. _Zi|i_ 

Home Phone L. ) 
Merrill Lvnch customers please give the name and location ol your Financial Consultant 

L_ Merrill Lynch 
A tradition of trust, 



Home Group, In 

outgrown 

name. 

Introducing 

America's new name for 
100 years of financial strength 

in banking insurance and investments. 

Since its formation in 1985. The 
Home Group, Inc. has undergone a 

dramatic increase in profitability, 
growth and diversification. In fact we 

have grown so much, we've simply 
outgrown our name. 

So we've changed it to 
AmBase Corporation 

For over 100 years we've provided 
quality banking, insurance and 

investment services. Now we invite 
you to learn more about AmBase 

Corporation. Write to Paul Robitaille, 
Director of Investor Relations, 

59 Maiden Lane, NY, NY 10038. 

Look for our ticker symbol "ABC" on 
the New York London, Midwest and 

Pacific Stock Exchanges. 

Torsi OptrMUng 
Income 



Capital Markets 
MONEY & INVESTMENTS 

By Ben Weberman 

f you missed the peak in interest rates 
ind want to recoup by accepting lower- 
duality paper, measure the risks. There's a 
ight way to do it and a wrong way. 

SPREAD WATCH 
The Kroger 127/8s of 1999, for exam- 
ple, rated B2 by Moody's (medium 
junk, in other words), were recently 
trading (bid) at 101 lA to yield 12.8%, 
or 400 basis points over the T bond. 
Tempting, but not worth the risk. 

Spreads change, but so do risks. A 
few years ago it was prudent to 
avoid federal agency issues. The 
spread over Treasurys was wider 
than today, but the risks more pal- 
pable—it wasn't yet clear that Con- 
gress would write blank checks for 
busted farmers and inept thrift mag- 
nates. Treasury issues are direct ob- 
ligations of the U.S., while the agen- 
cies are mostly moral obligations of 
the government. 

Ginnie Maes, the mortgage 
passthrough pools from the Govern- 
ment National Mortgage Associa- 
tion, are a special case. They have a 
full Treasury guarantee, but trade at 
fat spreads for reasons having to do 
with interest rate risks, as explained 
here in the May 1 issue. 

There's another reason for yield 
differences: tax law. Treasurys, 
agency bonds, Ginnie Maes and of 
course corporate bonds are all sub- 
ject to federal tax. Some are subject 
to state income taxes. Interest on 
Treasurys, farm credit agency issues 
and two series of savings and loan 
bailout bonds (from Financing Corp. 
and, assuming the legislation is en- 
acted, Refcorp) are exempt from 
state income tax. 

There is no simple rule that re- 
lates federal government backing to 
state tax exemption. Ginnie Maes, 
for instance, are backed by the full 
faith and credit of the U.S. but are 
state-taxable. The sSu. bailout 
bonds are only moral obligations, 
yet they are state-exempt. Freddie 
Mac and Fannie Mae put out paper 

s interest rates slide, many inves- 
>rs fret over lost opportunities, 
hey regret not having taken long- 
:rm fixed-income positions when 
elds were higher. One knee-jerk 
•action is to boost yields by buying 
:cond-quality bonds. My advice to 
lyone thinking of doing this is: 
on't. . . until the merits have 
jen weighed against the risks, 
hat is, look closely at spreads, 
ompare your yield with the yield 
l a comparable Treasury bond. In 
Jier words, does it pay to take in- 

f eased risk for increased yield? 
In early May it was worthwhile to 

liove down a notch in quality from 
Ireasury issues to federal agency 
sues. These are bonds issued by 
ich entities as the Federal Home 

pan Bank System or the Federal 
jirm Credit Banks Funding Corp. 
:he   spread—the   yield   enhance- 
ient—from this, slight downgrad- 

|ig in quality was running about 45 
Usis points (0.45%), near the 12- 
i lonth high and well above the av- 
'age 33. Now the spread is down to 

5 to 30 basis points, making the 
, ;ency paper a lot less compelling. 
; At the other end of the spectrum, 
dlers of junk bonds will give you 
indsome spreads over Treasurys. 

n Weberman is a contributing editor of 
>KBES magazine. 

that is neither state-exempt nor fed- 
erally guaranteed. 

If you're investing in a tax-de- 
ferred account like a Keogh or IRA, 
the state tax won't hit you. Know- 
ing this, you can often pick up a 
little extra yield on an issue normal- 
ly subject to state tax. 

The moral obligation behind 
some agency debt is a little stronger 
than it used to be, in light of the 
lawmakers' attitude toward the in- 
solvent Federal Savings & Loan In- 
surance Corp. Washington is ready 
to put up at least $125 billion—who 
knows, maybe $250 billion—to res- 
cue the deposit insurance agency. 
Would it allow the Home Loan 
banks to go down the tubes? Hardly 
likely. Moreover, the FSLIC bailout 
will give underwater thrifts enough 
cash to repay their Home Loan Bank 
borrowings, firming up that agency. 

The Federal Home Loan Bank 
System in mid-May sold $5 billion 
of debentures with maturities out 
to four years. Spreads ranged up to 
35 basis points over comparable 
Treasurys, off slightly from 42 basis 
points on a Bank System debenture 
when it came out in early April. 

Want to go longer in the agency 
market? The Federal National 
Mortgage Association, or Fannie 
Mae, has issues due 2013 through 
2018 trading m the secondary mar- 
ket to yield about 9.15%, or over 40 
basis points more than long-term 
Treasury bonds. This is a solid insti- 
tution with home mortgages as its 
principal asset. But since it is a for- 
profit, publicly traded company 
with only faint control by the feder- 
al government, the strength of any 
moral obligation in the event of 
trouble would be fairly weak. Also, 
these Fannie Mae bonds are call- 
able, meaning you can get the short 
end of the stick if rates go down. 

Sallie Mae is akin to Fannie Mae 
but owns government-guaranteed 
student loans rather than mort- 
gages. It, too, is a superb credit, but 
it has largely exited the protective 
umbrella of the Treasury. (The un- 
derlying loans are Treasury-backed, 
except for the remote risk of losing 
that guarantee because of improper 
handling by a servicing agent. Bank 
of America recently booked a loss 
on some guaranteed student loans 
because of a servicing agent's com- 
puter problems.) Sallie Mae has 
some ten-year bonds yielding 9%, 
or 30 basis points more than Trea- 
surys. The bonds are not subject to 
state income tax. ■ 

■ 

: 
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The Contrarian 
MONEY & INVESTMENTS 

Remember: No matter what investment 
strategy you follow, do not take half- 
baked advice biased by the experts beliefs. 

THERE'S GOLD IN 
THAT LEAD 

By David Dreman 

Numerous money managers were 
quoted on the pitfalls of 1OW-P/E 
investing in a recent article in the 
Wall Street journal. For example, one 
critic, money manager Geoffrey 
Gerber, is quoted as saying: "Histo- 
ry suggests that a simple rule of 
picking the lowest price/earnings 
ratios can be expected to lose 40% 
of the time." 

Thanks for the plug, Mr. Gerber. 
If a strategy loses 40% of the time, it 
must win almost 60% of the time, 
and that is one heck of a fine ratio in 
the investment business. By golly, if 
nearly 60% of the stocks in a portfo- 
lio outperform the market, there is a 
very high probability that the port- 
folio also will do so. 

Says another critic of 1OW-P/E in- 
vesting: "When a slowdown occurs 
and earnings begin to fall off, low- 
P/E stocks are often the first hit be- 
cause they tend to be smaller, riski- 
er, more fragile companies." 

Are 1OW-P/E stocks smaller, more 
fragile companies? Hardly. Among 
the bottom 20 P/E stocks in the 
1,700-stock Value Line Investment 
UKHC, 75% have market values of 
$750 million or more,  compared 

David Dreman is managing director of 
Dreirum Value Management Inc., Invest- 
ment Counsel New York, and author of 
The New Contrarian Investment Strategy 

with the under $100 million medi- 
an value for the smallest 20% of the 
Value Line stocks. 

Included in the 20 lowest P/ES are 
Ford (market value, $23 billion); Al- 
coa ($5.6 billion); Chase Manhattan 
($3.1 billion); Manufacturers Hano- 
ver ($1.7 billion); Chemical Bank 
($3.4 billion); and Chrysler ($5.4 bil- 
lion). Small? Fragile? 

In the article, a number of manag- 
ers directed criticism at 1OW-P/E in- 
vestment strategies that are equally 
true of any strategy if not used prop- 
erly. Yes, fellas, being heavily con- 
centrated in only a few industries is 
obviously risky. But the same is 
true for almost any investment 
strategy, from small cap to growth 
to market timing. 

Of course, no strategy is fool- 
proof, but no other strategy has 
nearly the statistical evidence sup- 
porting it that low P/E has. And 
some, such as market timing, sector 
rotation and growth, have been the 
subject of fairly detailed studies 
that show they don't work well. 

So, critics notwithstanding, I'll 
stick with the strategy that has 
served me—and investors in gener- 
al—very well over a long period of 
time, buying sound stocks when 
they sell at a low multiple of earn- 
ings. Here are a number of stocks 
that look like good buys today. 

Oil stocks have traded below mar- 
ket multiples since shortage turned 
into glut in the early 1980s. With oil 
prospects more promising than they 
have been in years, and refinery ca- 
pacity in better balance, the indus- 
try presents good prospects. Four 
companies I would look at: 

Royal Dutch N.V. (63) is one of the 
largest and best-balanced of the in- 
ternationals.  Earnings are almost 

equally divided among three maj 
components—exploration and pr 
duction, refining and marketin 
and chemicals. Earnings should ] 
up moderately this year after a ve 
strong 1988 and show further gaii 
in 1990. Royal Dutch trades at a p 
of 9 and yields 5.3% on its $2 
dividend. 

Atlantic Richfield (91) is one of tl 
largest domestic producers, wi 
major reserves on the North Slop 
The likelihood of gradually risii 
oil and gas prices over time mak 
the stock attractive at a current p 
of 10 and a yield of 5%. 

Mobil (51), another internation 
giant, has done an excellent job 
shedding its marginally profitab 
nonenergy  operations  as  well 
finding new low-cost reserves 
trades at a P/E of 11 and yields 5.1"? 

Cheiron (54), a third large intern 
tional, gets 71% of its earnings fro 
marketing, refining and explor 
tion. The company made a maj 
addition to domestic reserv 
through the acquisiton of Tennec 
producing properties and oil and g 
reserves located primarily in tl 
Gulf of Mexico. Chevron has su 
stantial cash flow—projected at $J 
per share in 1989, which might 1 
used to further increase reserves 
boost the dividend rate. The stot 
trades at a P/E of 13 and yields 5.1°/ 

Some other 1OW-P/E stocks th. 
present good value today: 

Scott Paper (46) is a major produc 
of consumer paper products. Ov 
the past five years its earnings hai 
increased at an over 25% rate ar 
should be up 15% again in 1989. 
trades at a P/E of 9 and yields 1.7^ 

Unilever N.V. (63) is a giant Europ 
an-based consumer products coni 
pany with a major stake in the U. 
market. The company, in spite 
good growth, trades at a discount i 
its U.S. competitors at a P/E of I 
and a 3.4% yield. 

Westingbouse (63) is one of tr 
nation's largest electrical equi) 
ment producers, with major stakt 
in broadcasting and other areas. Tr 
company is a classic case of abov 
average performance by a low-p, 
stock. Although Westinghouse h; 
been out of favor for over a decad 
it has shown a steady stream ■ 
above-average earnings and div 
dend growth. WX has moved from 
price of 10 in 1979 to 63 today. Stil 
in spite of this impressive perfo 
mance, the stock trades at a belov 
average P/E (12) and provides 
above-average yield (3.8%). ■ 
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At age 61, this is how 
Virginia Faulknar looks. 

But this is how she feels. 

i 

N 

I 

: 

The point is, people over 50 aren't 
over the hill. Quite the opposite. And no one 
knows that better than the magazine called 
"New Choices For The Best Years". 

We know these people are moved by 
inspiration and aspiration. 

With the time and money to go for a 
second home, second car or second honey- 
moon. Without a second thought. 

Hew Choices 
FOR-THE-BEST.YEABS 

The magazine for people who are 
young for their age. 



Stock Trends 
MONEY & INVESTMENTS 

Play safe: Stay with stocks that will hold up 
in a recession yet do well if there is none. 

THE LOWDOWN ON 
THE SLOWDOWN 

By Ann C. Brown 

t's going to look like a recession. 
It's going to walk and quack like a 
recession. What's more, we won't 
even know for sure if it was or 
wasn't a recession until sometime 
around 1993 when the National Bu- 
reau of Economic Research decides 
whether or not to pin the Big R label 
on the period of low-to-no-growth 
that the U.S. economy is entering 
into after seven years of expansion. 

Unemployment is rising. How 
fast? How high? Consumer and 
capital spending are falling. How 
far? How long? Corporate profits 
are going to decline (or increase at 
a decreasing rate). How many? 
How much? These worrisome eco- 
nomic numbers ahead will keep 
the stock market from running 
away on the upside, even if interest 
rates have peaked. 

However, I believe a soft landing 
is possible. First of all, the Federal 
Reserve continues to act responsi- 
bly and responsively. Assuming Mr. 
Greenspan & Group do not overkill 
in an attempt to halt circumstantial 
inflation (nonmonetary events like 
petroleum price hikes, rising 
drought-related food costs, etc.), we 
could continue to experience busi- 

i' Brown Iscbiefau cutive officer of the 
equity advisory and portfolio consulting 
firm uj Ai   Brown & Associates. 

ness-almost-as-usual for the next 18 
months or longer. 

A second reason I think the econ- 
omy may muddle through without 
two consecutive quarters of signifi- 
cant negative GNP growth has to do 
with the changed structure of 
America's workaday world. We 
have become an increasingly ser- 
vice-oriented society—the flip side 
of which means that other coun- 
tries are manufacturing goods (par- 
ticularly durables) for our market. It 
is this industrial sector that con- 
tracts first, worst, and drags down 
with it the rest of the economy. 
Theoretically then, Japan, Korea, 
Taiwan and other major producers 
conceivably could feel any econom- 
ic dislocation more than the folks 
here at home. 

The third factor supporting the 
case for an extended period of low 
growth has to do with the knowl- 
edge explosion that has given both 
politicians and businessmen a 
greater understanding of how the 
economy works. Today decision 
makers have access to an unprece- 
dented flow of economic informa- 
tion, which has enabled all involved 
to formulate and implement pro- 
grams and policies based on faster, 
more accurate data. 

Finally, both demographics and 
the new American lifestyle argue 
against a recession anytime soon. 
The baby boomers are in their peak 
earning and acquisition years, and 
are accustomed to getting whatever 
they want sooner than later. While 
lip service may be paid to the idea of 
balanced budgets, it is being uttered 
by a generation that has prospered 
from deficit spending—federal, cor- 
porate and personal. Let the finan- 
cial shoe start to pinch and millions 

of feet will kick a lot of assumption! 
about fiscal responsibility into th 
dustbin of inexpedient idealisms. 

If the economy manages to CO' 
off without a deep freeze, we coul 
have a hot stock market. Investors; 
particularly those from abroad! 
could find American equities attrac 
tive because of their relatively lowl 
P/E ratios vis-a-vis stocks in othe 
markets. There is plenty of mone| 
currently earning high returns 1 
short-term money market instru 
ments that is on the sidelines ear 
marked for equities. 

In my May 15 column, I predicted 
that the Dow average probably 
would trade in a range of 5% to 10% 
above or below 2425 over the nex 
year. Even with the stock market'] 
recent scare-the-cash-out-of-thd 
bears move up, I see no reason t< 
change my mind. The long-term po: 
itives of a slowing economy could b 
offset by near-term lower earnin, 
per share, caused by a reduction 
corporate revenues from operation) 
together with high debt-servicl 
charges as a result of restructuring 

I continue to favor stocks th 
could have solid earnings growt 
whether the economy is in sicknes 
or in health. Take Eli Lilly & Co. (57 
for example. The company ha 
managed to show above-averagi 
earnings increases year after yeai 
and could give shareholders a 2Q°A 
to 25% total return for the foresee 
able future. For 1989, LLY is estimat 
ed to earn $3.25 per share. Nex 
year, $4 looks possible. 

Kimberly-Clark (64) has been th 
subject of buyout rumors for th 
past several months. While there i 
always the possibility that thi 
could come about, the company i 
fairly priced on its own considerabl 
merits. For each of the past tw< 
years, KMB has shown earnings-per 
share growth of over 25%. This yeal 
it could earn around $5.40, wit| 
$6.25 or so possible in 1990. 

With a company like /J/ Smucke 
(60), it's got to be good—at least i 
has been for investors who have en 
joyed the quadrupling of the stocl 
price since 1982. This major make 
of jams and jellies is expected tt 
expand its share of market by 10% 
or more in the near future. An< 
SJM'S tiny debt position could en 
able the company to make acquisi 
tions to enhance its product lin< 
and capitalize on the company's re 
spected brand name. For fiscal 199( 
(ending April), Smucker is estimat 
ed to earn $4.20 per share. ■ 
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Wall Street Irregular 
MONEY & INVESTMENTS 

•o one swallow does not a summer 
nake. But maybe this one turkey does 
bretell a market winter. 

IS THIS 
A BLOW OFF? 

By Mark Hulbert 

i/hen investors  shift  their focus 
way from the blue chips to the 

speculative stuff, the bull market's 
ind supposedly is near. If that is so, 
' recently filed initial stock offering 
ll bad news for the stock market. 
he company is called Progressive 
entures Inc. Its two principals are 

newsletter editors who, according 
3 my Hulbert Financial Digest, have 

i nderperformed the market by very 
I'ide margins. 

Progressive Ventures' principals 
ire Mark Leibovit of VolumeReversal 
\'jrvey and Glen Cutler of Market 
\\ania. They hope to create a "com- 
■ rehensive investment manage- 
ment and resource company" by ac- 
tuiring assets that they will man- 
ge. They would do this either 

\ idirectly, by buying small mutual 
I and management companies that 
ley would consolidate, or directly, 

ly promoting their own money 
nanagement businesses, taking ad- 
vantage of what the prospectus calls 
he "high level of visibility in the 
Jnancial community" that they 
S ave achieved. 
i Oh yeah? For the 27 months the 
|rD has tracked Leibovit's model 

; ark Hulbert is editor of the Alexandria, 
*i-based Hulbert Financial Digest His 
\?u<est book is The Hulbert Guide to Finan- 
I al Newsletters (Probiis PiMislring). 

portfolio, it has lost 18.9% at a time 
when the s&p 500, on a total-return 
basis, has gained 31.3%. Over this 
same period Cutler's newsletter has 
lost 13.5%. Furthermore, for the en- 
tire period since 1983 for which the 
HFD has data for Cutler's newsletter, 
it has lost 12.5%, while the total- 
return s&p 500 has gained 117.8% 
(see my May 1 column). 

Now I concede that this overripe 
bit of fruit is scanty evidence for 
declaring a stock market top. Few of 
the newsletter editors whose perfor- 
mance I monitor seem ready to de- 
clare that the stock market has en- 
tered into its speculative last gasp. 
After all, the postcrash gloom 
among retail brokers is now legend- 
ary. Noninstitutional trading vol- 
ume has all but dried up. 

In fact, newsletters have not re- 
acted to the stock market's rally in 
the way that many contrarians 
would have expected them to. In- 
stead of growing more bullish as the 
rally progressed, investment advis- 
ers remained quite skeptical of it. 
The average recommended portfolio 
exposure to stocks among all news- 
letters the HFD monitors stood at 
just 48% at the end of April, only 
slightly higher than the 42% level 
at which it stood in February and 
March—and a lot lower than the 
62% reading that came at the end of 
this past January. 

Investment newsletters that fo- 
cus on secondary stocks have been 
especially hard hit. Indeed, the Val- 
ue Line New Issues Service, published 
by Arnold Bernhard & Co., ceased 
publication in April, despite having 
the best record of any of the news- 
letters I follow that focus on new 
issues. So how can this market be 
described as speculative? 

Because by focusing on these 
well-known examples of gloom and 
doom, both investors and invest- 
ment advisers may be overlooking 
other evidence of a more specula- 
tive market. Leadership in the stock 
market has shifted dramatically in 
the months since the crash. Second- 
ary stocks are now the star perform- 
ers and the blue chips the laggards. 
While the DJI has gained about one- 
third in the 18 months since the 
crash, the average stock on the 
American Stock Exchange on a to- 
tal-return basis has more than dou- 
bled (according to Norman Fosback 
of Market Logic). The last time the 
secondaries outperformed the blue 
chips by such a wide margin was in 
1983. And that peak in the second- 
ary market was unsurpassed for sev- 
eral years. 

Signs of a more speculative mar- 
ket also are evident in the type of 
newsletters that are winning the 
1989 performance sweepstakes. The 
ranks of the top performers are com- 
pletely dominated by services that 
focus on over-the-counter stocks, or 
that utilize leverage, or both. Not 
one of the top dozen performers for 
1989 achieved its gain by taking an 
unleveraged approach to nonsecon- 
dary stocks. This is a rare phenome- 
non. As with secondaries' relative 
strength, the last time it was as pro- 
nounced as it is today came just 
prior to the 1983 top in the second- 
ary markets. 

Maybe Leibovit and Cutler know 
something that many of the rest of 
us don't yet fully appreciate—that 
now may not be such a bad time to 
attempt their offering. 

In trying, they do have relevant 
experience. In the fall of 1987, it- 
self a frothy period for the market, 
the two of them tried to bring to 
market another new issue, this one 
called PCL Diversifund Inc. It was 
to be a closed-end mutual fund, 
and both Leibovit and Cutler were 
to be responsible for managing sep- 
arate portions of it. It was pulled 
on account of the crash, but ac- 
cording to the prospectus for Pro- 
gressive Ventures, PCL Diversifund 
remains "in registration." And 
now they are trying again with an- 
other offering. 

Progressive Ventures is certainly 
adventurous. But it may not pro- 
gress very far. Still, the fact that 
Leibovit and Cutler are even trying 
may tell us something more gener- 
ally important about this baffling 
market. ■ 
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Insights 
MONEY & INVESTMENTS 

Voice processing is a hot area in technol- 
ogy. Here are three promising stocks. 

SMART ANSWERING 
MACHINES 

By Michael Gianturco 

Voice processing is suddenly hot. So 
is the market for the few stocks that 
represent pure plays in this new 
technology. 

What does a voice processing sys- 
tem actually do? It answers your 
phone, talks to you, digitizes your 
voice as you respond and records 
your digitized message on a compu- 
ter's disk. Eventually, voice pro- 
cessing systems will be able to do a 
great deal more—recognizing, for 
example, individual voices and even 
comprehending a few words. 

Still sounds like an answering 
machine? Well, bluntly, it is. But 
it's a "smart" answering machine 
that particularly appeals to corpo- 
rate giants and, most recently and 
importantly, to the telephone oper- 
ating companies. 

For the Bell regional holding com- 
panies, voice processing services 
could be worth as much as $270 
million in sales to residential and 
small business customers in 1989. 
By the end of 1992, the total could 
be S526 million—and growing. 

Before Mar. 7, 1988, this potential 
new revenue source did not exist for 

Michael Gianturco is president of The 
Princeton Portfolios, a New Jersey invest- 
ment management Jinn, and editor of its 
computerized newsletter on technology and 
biotechnology Sods 

the telephone companies. On that 
date, the U.S. Justice Department 
granted them permission to offer 
voice processing services through 
their networks. Call answering ser- 
vices are the first to be made avail- 
able. They will be marketed by the 
phone companies in much the same 
way as call holding and call forward- 
ing services. 

To seize this opportunity, the 
telephone companies are estimated 
to be preparing to spend as much as 
$1.5 billion annually, over the span 
of a decade, on voice processing 
equipment to interface with their 
existing networks. And according to 
the ruling of the Justice Depart- 
ment, the equipment must be 
bought from outside suppliers—the 
phone companies cannot manufac- 
ture it themselves. 

Because the telephone companies 
have only just been freed to provide 
voice processing services, the equip- 
ment suppliers have grown up and 
perfected their systems in a rather 
different selling environment—the 
corporate market, primarily the 
country's 1,000 largest companies. 
They have installed about $1 billion 
worth of voice processing systems 
in this area. But what has worked in 
the past for the corporate market 
may not carry over into the tele- 
phone company market. 

Corporations need the truly high- 
technology aspects of voice process- 
ing: the power to direct voice mes- 
sage traffic by computer, to file and 
sort messages, to provide account- 
ability and to interact over the tele- 
phone with corporate computer da- 
tabases. But these corporate-orient- 
ed features may not be key selling 
points in the new mass market for 
voice processing services—such as 

simple   call   answering—that   thl 
phone   companies   represent.   Th 
mass market service doesn't call fc 
a lesser technology. But it does ca 
for a technology that is created f< 
and marketed to the phone comp 
nies with all the tender care of 
love letter. 

Which is the story of Boston Tech 
nology. In any industry in trans: 
tion, upstart companies surface 
suddenly and with a vengeance 
Boston Technology has done jus 
that by dedicating itself to the telc- 
phone company market, emphasiz 
ing high-capacity message-handlin 
equipment and phone compan 
technical standards. From out of nc 
where, it recently landed two signii 
icant phone company messaginj 
equipment contracts, with NYNE 
Mobile Communications and wit 
Bell Atlantic. A company t 
watch—but it's much too early t 
buy the stock. 

I grew interested in voice proces 
ing stocks after noticing thj 
strength of Octet, which has gon| 
from a 1988 low of 7 to a recent 2d 
This company has made an excel 
lent beginning in marketing tech 
nology developed for corporate cus 
tomers to the telephone compan 
market, including Pacific Bell, U 
West, Ameritech, Bell Atlantic 
Century Telephone and, in Canad, 
Bell Cellular. Octel has now worke 
its way past the longtime industr 
sales leaders, iBMlRolm and VM.X Op 
com. Steven Levy, an analyst wh 
follows this stock for Hambrecht t 
Quist, suggests sustainable yearl 
revenue and earnings growth aj 
proximating 45%. 

If projections hold, Octel shoul 
wind up the year (in June) with sale 
of $86 million and earnings pe 
share of 78 cents, versus sales of $4 
million and earnings per share of 4 
cents last year. It's an expensiv 
stock—but likely to grow more so 

InterVoice (18) may be insulate 
by its specialized technology fror 
the upheavals the phone compan 
gold rush is bringing to this busi 
ness. The company makes voic 
response systems that enable pec 
pie to communicate with comput 
ers and databases via touch ton 
phones. These services are usefu 
in determining bank and fund ac 
count balances, checking airlin 
reservations and the like. Perhap 
40 companies are involved in thi 
field. But the sustained growtl 
seems to be with InterVoice—anc 
once again, Octel. ■ 
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brbes Market/ 
REAL ESTATE 

YELLOWSTONE PARK 
BOUNDARY RANCH 

led south of Livingston on the 
boundary of Yellowstone National 
this property is, in our opinion, 

lost spectacular ranch in Montana. 
; mountain valleys converge on the 
, and from the log lodge and ranch 
quarters  one  commands  a   180 

Je vista of high mountain peaks. 
just less than 2,000 acres in a 

"Iguous block and no public access 
JJJ national forest on its boundary, 

ranch   is   totally   private   and 
"l unded   by   ruggedly   impressive 
jfj itain country, yet it boasts year- 

i access. Priced at under $1500 per 
this ranch is absolutely the best 
ana has to offer. 
TERN     MONTANA    SWAN 
OR VALLEY. In an ideal location 
.-en the Bob Marshall Wilderness 
the  ruggedly  beautiful   Mission 
itains is one of Montana's prettiest 
;rn homesteads. A hand hewn log 
! and guest house, complete with 
\   and    paddocks,   overlooks 

1 lows, creek and a large pond, all 
Ityxl by heavy coniferous forests. The 

peaks of the Swan Range jut above 
anch to the east and the great 
f of the Mission Range beckons 

• ard.   Midway  between  Kalispell 
Missoula, about one and a half 

"'; from each town. The Silver Star 
II] h offers a beautiful base, winter 

, ummer. 
xclusive agent for sellers: Hall 

It. lall. Inc., P.O. Box 1924, Billings, 
ana S9103. (406) 2S2-21SS or (406) 
583. 

FORBES BINDERS 

CASE 

ia 
N 
:n». 

in  
8 s YOUR COPIES OF FORBES 

rji custom-made cases 
] Tders protect your 

'F{ ile copies (rom dam- 
I hey hold about half a 

issues. Made from re- 
id board covered with 
r-like material in 
tie is hot-stamped 

Binders have 
spring mechanism 

I snap-in rods 
:1-$7.95    3-$21 95    6-S39.95 
s:1-$9.75    3-S27.95    6-S52.95 
I FROM Jesse Jones Industries. Dept FB. 
ist Erie Ave,  Phila ,  PA  19134   Enclose 

[£f iddress (no P.O. Box) & payment Add $1 per 
"&H Outside USA $2 50 per unit (US funds 
'a. residents add 6% sales tax Credit card 
■M 1-800-972-5858 (mm $15) Please allow 
eeks for delivery: Satisfaction Guaranteed. 

X 
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BINDER 

REAL ESTATE 

HOME ON THE RANGE 

The consummate 1,500 acre 

western retreat. Over 6,000 sq. ft. 
of executive living, PLUS guest 

cottages, abundant wildlife, corral 
and stream fed trout 
pond. Only 2 hr. from 

Denver. 

Historic Remount Ranch 
$2,900,000. 
For video call 
John Ostlund 
(818)500-0305 

fl RANCHES IN COLOA 
45 MINS. FROM VAIL 

Nicely restored working ranch on 168 
acres surrounded by 2,000 acres govt, graze 
lease. 3 good houses, bams, corrals just 
right for small cattle or horse farm in big 
valley Excellent water with big game herds 
on the property Exper. Foreman will stay. 
Asking $765,000. Owner financed, 25% 
down 10 yr payoff. Partnership with owner 
possible • 700 acre cattle ranch with 4,000 
sq. ft. house 60% completed ind. bams and 
plenty of water Improvements MAI ap- 
praised at $288,000 A steal at $495,000. Or 
buy 500 acres with house at $375,000 
Owner financed, 30% down 10 yr. payoff. 
Merrill Hastings, owner, McCoy, 

Colo. 80463 (303) 653-4310    j K 

DIAMOND BAR RANCH 
near Cody - exec home and 
guest house - cattle ranch with 
hunting and fishing. 
$1,250,000 
Western Real Estate, P.O. 
Box 2228. Cody. Wy 82414 
Phone 307-587-5584 

FOREIGN REAL ESTATE 

ITALY - LAKE GARDA 

Historic Mansion on 6 acres with private 
landing on Lake Garda. Can be purchased 
with a minimum of red tape. Corporate owner 
could turn it into high class recreational facil- 
ity. Principals preferred. Bona fide brokers 

protected. Grandi (202) 363-4464 or 
Fax (202) 363-4449 

ST FACTS ABOUT FORBES SUBSCRIBERS: 

Total management: 74.7% 

vtlfotal paid circulation: 735,000 

Average household income: $162,000 

Average value of investment portfolio: $899,000 

i' 

WINE CELLARS WINE CELLARS 

We Will Not Be Vndersold-Call us First! 

WlNECELLARS- USA 
Most Units Shipped From Stock! 

Single Temp Models      Retail Your Cost 
440 Bottle Capacity $ 2495 $ 1695 
700 Bottle Capacity 3495 1995 
250 Bottle Capacity 1795 1395 
296 Bottle Credenza 2495 1695 
Dual Temp Models Retail Your Cost 
600 Bottle Capacity $ 4995 $ 3495 
880 Bottle Capacity 4495 2995 
1400 Bottle Capacity^} door 6500 3795 
 Visa/MC/AmEx/Discover Model 700 

Custom Cellars & Racking Systems - Call For Catalog 
134 W 131ST St. Los Angeles • 800/777/VINO (777-8466) or in CA 213/719-9500 

Eurocave 
WINE CELLARS 

Spoil yourself, not 
your wines, with the 
perfect temperature and 
humidity control of a 
Eurocave wine cellar. 

IMMEDIATE DELIVERY 
on units up to 2,000 bottles, 
prices from only $995 &. 

FREE Cellar Catalog 

800-356-VINO 
Dept. D-l 

HE WINE ENTHUSIAST" 
Box 39, Pleasantville, NY 10570 

FACSIMILE MACHINES 

:|H%WDW 

1-MO-Mt-MXX 

REAL ESTATE 

SOUTH LAKE TAHOE, NEV. 
Luxury 4320 sq.ft.. 2 story superior 
constructed mtn home, 3 spacious bd, 
3'/2 ba (1 w/6' Jacuzzi) 27x16' liv rm 
with 9x3' heatalator rockfaced fire- 
place; baseboard hot water heat and 
carpet throughout. Attached 864 sq.ft. 
finished garage. Lake and forest view, 
'A mile to boat dock, 7 mi to Stateline. 
Original owner, shows like new. 
$399,000. 

Call 408-252-4110 

CORPORATE ITEMS 

JOHN CLEESE 
Regularly Visits DEC, 3M, 
Hyatt Hotels, Barclays Bank, 
IRS and thousands of other 
organizations through Video 
Arts training programs. 

For a FREE 
catalog 
of sales, 
management, 
and customer 
relations 
programs call: 

VIDEO 
ARTS 
1-800-553-0091 
xl68 
In II. 
I-312-29I-I0O 
xI68 

ARTS AND ANTIQUES 

MUSEUM QUALITY 
SHIP MODELS 

Illustrated Catalogue: $10.00 
• Historic Ships' 

Custom Yachts & Steamships 
Appraisals • Restorations 

AMERICAN MARINE MODEL GALLERY 
12-C Derby Sq., Salem, MA 01970  508.-45-5777 

EXECUTIVE GIFTS 

GOLFERS-ART LOVERS-CORP. 
GIFT Old Course, St Andrews -1894 
"Ginger Beer" hole, Old Course LTD. 
EDIT 24x16 COLORFUL LITHO 
(Orig in Golf magazine at $125) Few 
remaining - NOW ONLY $79 1st cl 
deliv 7 days. Check only 
ALEXANDER ASSOC. 130 Water 
St. Rm. 4M, New York, N.Y. 10005 
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BUSINESS OPPORTUNITIES BUSINESS OPPORTUNITIES 

The Great American Dream House— 
Models As Low As $25,000! 

Earn a top living as an Eagle's Nest Homes representative 
—and live in luxury in a stunning model home. 

Models as low as $17 per sq. It. 

• Interior and exterior 
design flexibility 

• Remarkably energy-efficient 
• Cathedral ceilings 

and exterior decks 
• Built-in, expandable 

Home Computer Center 
• FHA and VA accepted 

Unlimited Income Potential 

As an Eagles Nest Homes rep- 
resentative, you have unlimited 

income potential in a defined territory And 
the only qualification you need is the ability to 
purchase or mortgage a $25,000 model which 
may be finished as a home to live in. or sell, or 
completed as an office, condo. duplex, or 
other commercial enterprise     . 

Call Mr Farb 

collect 

(404)479-9700 Eagle sAfes/ 
Homes 

PO Drawer 1569. Canton. GA 30114-1569 

FOR 

BY OWNER 
AU'OS BOATS AIRPLANES 

BUSINESSES PINE APT 
'  HORSES LUXURV HOMES 

r^ 140 000 '\D ;-DuA. . SI '.GS 
NO BROKERAGE 

, COW MISSION 

COMPUTER      riNG 
UPC ••■•• 

Toll Free I 800-327-9630 

BE A FRANCHISOR 
At a Fraction of the Cost 

SignExpress a business to business fran- 
chise that combines new computenzed 
signmaking and graphics technology with a 
franchise system of operation has several 
master franchise territories open to qualified 
individuals Contact Gary Gass. V.P. Fran- 
chise Development 

SignExpress 
6 Clarke Circle. Bethel. CT 06801 

203-791-0004 
800-525-SIGN 

REPOSSESSED VA & HUD HOMES 
available trom government from $1 without credit 
check You repair Also drug seizures and tax 
delinquent foreclosures CALL (805) 682-7555 
EXT H-1030 tor repo list your area 

SEIZED CARS—Porsche Ferrari Vette. 
etc Trucks, boats 4-wheelers TVs. stereos, 
furniture by Drug Enforcement Agency F8I IRS 
Unbelievable bargains on late models Available 
your area now Call (805) 682-7555 EXT C-1031 

INCORPORATE IN DELAWARE! 
Specialists in setting up Delaware 
Corporations. General. Aircralt. 
Boat & Shell Corporations. 

Call/Write tor FREE KIT: 
P.O. Box 484-FB 

Wilmington, DE 19899 
800-321-CORP • 302-652-6532 

WEST COAST VIDEO 
The World's Largest 

Video Chain 
has prime locations available. 

Multi unit ownership 
allowable. 

Ideal for absentee manage- 
ment. Min. investment 

$240K - S350K.   Attend a 
FREE video seminar.   For all 

the details. 
Call 800-433-5171, ext. 4. 

Offer by prospectus only 

BUV -SELL -TRAOE 

PROPERTY-PRODUCTS— SERVICE 

BRINGING OUTERS 1 
SELLERS TOGETHER 

NO BROKERAGE FEES 

Pri I   VAIID Brokers/Owners -list 
OCLL lUUn in Japanese MLS- 

PR0PERTY * 
IN JAPAN 

Reach 
1000s ol Brokers/In- 
vestors/Corporations 
in Japan Free trans- 

lation/typesetting Also display ads. brokerage/ 
agency services, consulting, marketing, trade- 
shows NO COMMISSION 

Hon « Bunker 1-800 USA 2111 

CREDIT CARD 
DISPLAY AGENT 

Commercial bank needs local 
agent for credit card displays. 
Unlimited earning potential for 

ambitious route person. 
START IMMEDIATELY. 
Call713/666-0l63 

BUSINESS OPPORTUNITIES BUSINESS OPPORTUNI 

  
IBecome Part of a Multi-million Dollar India 
• Refill Toner Cartridges for Laser Printers and Copi 
• Big profits! Low overhead! Our low initial investment starts a 

• just $495.00! Full or part time. No special skills or experienci 
• necessary. We provide complete training, tools 
• technical support, and wholesale supplies! r-~- 

' Call today for our free information package. 

LASER PRODUCT CONSULTANTS 

(206) 776-6765 
4320 196th SW, Suite B-643   Lynnwood, WA   98036 

"C^r 

OWN YOUR OWN 
PROFITABLE BUSINESS 

many with low down 
payment, owner financing, 

well established. 
West & Midwestern states. 

AFFILIATED 
BUSINESS CONSULTANTS 
Ken Williams 719-548-8888 

Colorado Springs, Co 

S   OVER ONE BILLIOr 
WORTH OF BUSINESSES. FARMS & Ml 

FOR SALE BY OWNERS 
MANY OFFERING OWNER FINANi 

To List or Buy Call Toll Free 1-800-9! 
NO BROKERAGE FEES 

GREAT WESTI 
BUSINESS SERVICl 

HOW TO ADVERTISE IN 

Forbes Market/ m 
REGULAR CLASIFIED LISTINGS: All listings are accept 
at the discretion of the Publisher. Minimum size is one ir 
(14 agate lines) FORBES will typset without charge. 

DISPLAY CLASSIFIED ADVERTISING: Minimun size 
display of two inches (28 agate lines). Must be submitted 
film negative or camera-ready mechanical to size. 

Box numbers provided on request. There is no charge 
mailing service on blind ads. 

FORBES MARKET/CLASSIFIED is published in the fit 
issue of each month. Advertising closing date is one mon 
preceding date of issue. 

Frequency discounts available. Payment must accompai 
order unless from accredited agency. For specific requir 
ments send for order form. 

FOR ADDITIONAL INFORMATION WRITE OR CALL: 

LINDA LOREN 
FORBES MARKET CLASSIFIED 
60 FIFTH AVENUE/NEW YORK, NY 10011 

(212) 620-2440 

Special 10% discount on classified ads that run in both 
AMERICAN HERITAGE Exchange and FORBES Market /Classifiet 

« 

I 



brbes Market/ 
i ilNESS ACQUISITION 

RESIDENTS 
4THOUT A 
>MPANY 

(U   RIISID  IT 
!U   RUN   IT 

4 mt AND LETTER TO CHAIRMAN 
I -CUTIVE OR. ELGIN, IL 60123 

•LLANEOUS FOR SALE 

fiSTMENT GEMSTONES! 
RANTEED LIQUIDITY!!! 
8L sell Diamonds and all Precious 

nes  Free wholesale catalog since 
lember: Jewelers Board of Trade & 
•r of Commerce. 

HOUSE OF ONYX 
One Main Street 

nville, Kentucky 42345 
LL FREE 1-M0-626-U52 

CATIONAL SERVICES 

APPROVED UNIVERSITY 
EES! Economical home study 
:helor's, Master's, Ph.D., fuliy 
ved by California State Dept. 
cation. Prestigious faculty 
Is for independent study and 
jerience credits (5000 
d students, 400 faculty). 
iformation - Richard 
M.D. (Harvard), President, 

aia Pacific University, Dept. 
1415 Third St., San Rafael, 
01.  Toll free: (800) 227- 
CA: (800) 552-5522; or 
459-1650 

LOR,MASTER,DOCTORATE 
IEGREE Use your past experience as 
arrj your Degree No classes, seminars 
IOUS attendance Studies build upon 
penence Sell-paced • Send Resume 

For No Cost Evaluation 

5777 W  Century Blvd 

)t)      Suite 605 
Dept   29 

unArn«m. C* 90045 

1LLEGE DEGREE 
£ IORS • MASTERS • DOCTORATE 

For Work Lrte im) Academic 
iivtnena No Classroom 

Wenrlana Required 

Call (213) 471-0306 
.    -,        Outikto California 

J i£&)      1' 800-423-3244 
or send detailed resume 

for Free Evaluation 
ilk Western University 
MMl Bum   Owl  1(5 Los Angeles CA 90049 

FINANCIAL SERVICES 

BIG-NAME STOCKS 
TO UNLOAD NOW: 
My new Performance 
Ratings of all NYSE 
stocks show 200 ex- 
tremely vulnerable 
stocks (rated 8 or 9) 
— including some very. 
famous names — 
which I believe could 
"take a bath." I'll rush 
you the Performance "ARTINZWEIG 
Ratings ($39 value) asa bonus with 
your subscription to TheZweig Fore- 
cast Time is crucial. 

Three-Month Trial $50. One Year 
$245. Visa or MC 1-800-633-2252 
Ext. 9023. 
THE ZWEIG FORECAST 

P.O. Box 360, Bellmore, NY. 11710 

ALL DISCOUNT BROKERS 
ARE NOT ALIKE! 

Muriel Siebert tailors rates to your needs 
Example 1000 shrs & 5c 2000 to 4999 shrs 
(a 4c. 5000- shrs ft 3c OTC 3c 5000- 
2c; $50 mm 

Trade with the discount professionals— 
Muriel Siebert & Co., Inc., 

444 Madison Ave.. NY. NY 10022. 
1-718-SIE-BERT- 1-800-USA-0711 

MemDe'NVSE  1967 SIPC Dept FB 

HARD TO BORROW? 
No Credit Check 

Guarantees Provided 
We do not make loans 

Minimum $100,000 5-20 years 
The Funding Assistance Corp. 

U.S.A. (212)755-9400 
Fax(212)755-7339 

High Income / Low Risk 
The Value / Income Investor newsletter is 
for the long-term investor seeking growing 
dividend income and capital appreciation. 
Our diversified portfolio of high yielding, high 
quality, undervalued stocks provides consis- 
tent total returns with limited risk. To receive 
your free issues contact The Value/Income 
Investor, P.O. Box 2151, Winter Park, Fl 
32790 (407)629-6102.  

BUSINESS SERVICES 

WINE CELLARS WINE CELLARS 

THE Original VlNOTHEQUE 
This is the finest wine storage system made. 

* Automatic humidity/temperature 
control" 

* Free-standing 
* Vibration free 
* Bottle aeration 
* Active odor filtration 
* Sizes from 3 20-1000 bottles 
* Many other options 

Request our FREE catalog of line & rare wines. 
VISA/MC/AmExp. 

415 459-3823 415 456-9463 FAX 415 456-8858 

M\R I N W1 Ne Cei LA R 2138 4th St. San Rafael 
CA 94901 

MERCHANDISE 

STOP SWEAT 
FOR 6 WEEKS 
DRIONIC8- the 
answer to costly and 
embarrassing under- 
arm, hand or foot 
sweat. Short treatment 
with electronic Dnonic 
keeps these areas dry 
for 6 week periods. Try 
doctor recommended 
Drionic @ $125 ea. pair 
(specify which). Send 
ckor MC/Visa # & exp. 
date. CA res. add 6% 
tax. 45 DAY MONEY 
BACK GUAR. 

GENERAL MEDICAL CO. 
Dept. FOB-20 

1935 Armacost Ave. 
Los Angeles, CA 90025 

Phone orders — MCI 
Visa—800 HEAL DOC 

COMPUTER SOFTWARE 

B/zHanBuilder 
A proven business & marketing plan template 
tor raising capital. Over 90 pages of outlines, 
headlines, structured texts, lists, suggestions... 
are already typed & formatted into 33 word- 
processing files. Includes financial worksheets 
for Lotus. Excel   For PCs or Macintosh. $99 

**We applied for a loan in earlv November 
and by Christmas we had SOOO.OOO." 

"My CPA highly recommends it.** 

Call for companion software templates: 
• Manufacturing Financial Model     SI49 
• Private Placement Memorandum   Si49 
• Limited Partnership Agreement     $149 
• Employee Policies Handbook $99 
• 9 Manufacturing Worksheets $99 

Visa»MC»Amex 

800/ 442-7373 • 415/ 941-9191 

COMPUTERS 
OIWB GEMMED CO 

mi mRRYmflC INDUSTRIESINC. 

N.A.G.L.S. 
View precious gemstoncs for sale. 

on computer, free of charee 

(416) 238-4985 
For lurthcr information. 

(416) 238-8044 

Our 12ih vcarol DISCOUNTS. 
COMPUTERS & CELLULAR PHONES 

Fgi   Prepaid  Save Tax 
Toll Free 800-231-3680 

CTTTr IS 
22? 11 Kal\ F*\     Kal\ iHouotonl TX 77450 

1-713-392-0747 Fa, (7I3| 574-4567 

SHARING IS CARING 

DISCOUNT PC 
Hardware/Software 
Let us help you chose from 
our large selection of name 
brand hardware & software. 

1-800-777-9236       ^|7f 

>rbes: Capitalist Tool REACH THE PEOPLE WHO OWN 
AND RUN AMERICA'S BUSINESS 



Streetwalker 
Edited by Thomas Jaffe 

Ease, please 
Does inflation threaten the U.S.? 

Nervous Hong Kong Chinese in- 
vestors don't seem to think so. Ac- 
cording to recent dispatches, they are 
now converting their gold into U.S. 
currency. Usually it's the other way 
around. 

In the last few days, investors 
throughout the world have been mov- 
ing into dollar assets and propelling 
U.S. financial asset markets to levels 
not seen since the summer of 1987. 
"There's no question the recent 
strength of the dollar has brought a 
wave of foreign buying in both the 
equity and fixed-income markets," 
says Allen Sinai, chief economist for 
Boston Co. "It wasn't too long ago 
that foreign investors were looking at 
a dollar that they thought was likely 
to decline. This cut their prospective 
returns on U.S. financial assets. Now, 
suddenly, the dollar's strength is en- 
hancing returns on U.S. assets." 

Sinai doubts that the dollar will de- 
cline substantially. Inflation seems 
under control; even the trade deficit 
has lately been improving. Politically, 
the problems are in Tokyo and Bonn, 
not Washington. 

Sinai finds it significant 
that the recent massive in- 
tervention by the world's 
most powerful central bank- 
ers to drive down the dollar 
has so far failed miserably. 
"That's a sure sign that fun- 
damentals, not speculation, 
took the dollar up," he says. 
"Whether it was to keep the 
dollar from falling or stop it 
from rising, over the past two 
years the G-7 have usually 
been able to crack the dollar. 
This time round the G-7 may 
yet be able to drive it down 
some, but not by much." 

For the three to six months 
ahead, Sinai is looking for 130 to 150 
yen per dollar, and 1.90 to 2.10 deut- 
sche marks—although he quickly 
adds he doesn't expect the dollar to 
reach the high end of those ranges in 
either case. "Still, we won't easily see 
130 yen again," he concludes. "The 
dollar lows are behind us." 

All of which should be more good 
news for the stock and bond markets. 
Fed Chairman Alan Greenspan has 
kept interest rates high in p^rt to sup- 
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port the dollar—and thereby maintain 
the value of our foreign creditors' dol- 
lar assets. This was probably neces- 
sary, given our dependence on capital 
inflows from abroad. But if foreigners 
are no longer so concerned about the 
corrosion of those assets through in- 
flation, then Greenspan can now be- 
gin to ease up on interest rates. If he 
does, the DJIA will most likely test its 
1987 highs. 

Fungicides, emulsions 
and more 
Robert Reitzes, respected chemi- 

cals analyst of New York's Ma- 
bon, Nugent & Co., recommends $2.5 
billion (sales) specialty chemicals pro- 
ducer Rohm &. Haas Co. Recent NYSE 
price: 337/s. 

Rohm &. Haas, based in Philadel- 
phia, buys about $850 million of raw 
materials a year—primarily propyl- 
ene, styrene, acetone and ethylene de- 
rivatives. Reitzes thinks prices for 
these commodities have peaked and 
will decline by more than 10% over 
the next two years—in which case 
R&H will save about 80 cents a share 
(aftertax) in costs in 1990. 

Paint polymer from Rohm & Haas 
A pretty earnings picture, too. 

For the last few years the company 
has been able to keep the prices of its 
products up, owing to their special- 
ized nature. But what if there's a re- 
cession? Reitzes notes that Rohm & 
Haas' earnings have consistently out- 
performed most chemicals compa- 
nies' in downturns and have picked 
up sharply during the early stage of a 
recovery. 

The analyst is also impressed by 
R&H'S new products. Among them: a 

polymer designed to replace titani 
dioxide in paints and paper; a fix 
cide that attacks mildew in veg 
bles and fruits; emulsions that 
prove the texture and uniformity 
paints; pressure-sensitive tape to 
place solvent-based synthetic ela 
mer adhesives on labels; and more 

And there is a caveat. More t 
half of operating income comes fi 
foreign operations, and Reitzes w^ 
that Rohm & Haas could be hurt if 
dollar continues its recent climb. 

This is a long-term play, coun: 
Reitzes. He thinks Rohm & Haas i 
earn $3.50 a share in 1989, about 
same as last year, and is looking 
only a 9% gain, to $3.80, in 1990. 
he says earnings could be as high a; 
a share in 1991. "If my estimai 
correct," he says, "the stock cc 
double over the next two years.' 

Hanson, White 
and Cummins 
For some time now, Lord Han 

and Sir Gordon White, who run 
U.K.'s Hanson Pic, have said the l* 
takeover game has gotten too exp 
sive; they've been sellers, not bui 

(FORBES, Dec. 26, 1988). ] 
Wall Street isn't listen: 
Speculators see cash-i 
Hanson lurking everywh 
For instance, when Han 
revealed last December t 
it had accumulated 9.9°/< 
Cummins Engine Co., I 
Cummins' 10.7 million N 
shares jumped from 48 to 
and have since gone on t 
recent 68. 

What's   up?   Word   fi 
Hanson is that it might 
up to 15% of Cummins- 
strictly      for     investn* 
Streetwalker believes the 
glishmen should be takei 

     their word. 
Headquartered in Columbus, 

$3.3 billion (sales) Cummins is 
world's largest independent man 
turer of diesel engines. Its main d 
ket is the North American heq 
duty-truck industry. The busines 
both cyclical and highly competitj 
and Cummins has been restruct 
since 1986 in order to keep pace. I 
year the company lost $2.11 a si 
from operations (excluding a noi 
curring $50.5 million pretax resti 
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ing charge). This year and 1990 
;ht to be considerably better; earn- 
s estimates are running at $5 a 
re or more. 
Cummins, however, will need the 
ney. New, tougher emissions stan- 
ds for heavy-duty trucks are sched- 
d to go into effect in the 1990s. For 
tance, starting in 1994 diesel emis- 
IS will require electronic, rather 
n mechanical, controls. Caterpil- 
already has this in its product; 
tnmins doesn't. Over the next five 
rs, Cummins may have to spend as 
ch as $200 million a year on plant 
I equipment so its engines can 
et the new requirements, 
uppose you're a would-be acquisi- 
Annual pretax income this year 

[ next shouldn't be much more 
n $100 million. Depreciation is 
ning around $120 million a year, 
'en the company's capital needs, 
re isn't much excess cash flow left 
help pay down acquisition costs. 
i remember: Engine demand is cy- 
;al. Should income decline some- 
e in the early 1990s, Cummins 
dit well be generating negative 
h flow for a few years, 
is a long-term investment—which 
ow Messrs. Hanson and White see 
-Cummins makes sense. As a deal 
:k, however, Cummins is a very 
g shot. 

Hidden assets 
Donaldson, Lufkin & Jenrette ana- 

lyst Matthew Berler likes Tem- 
ple-Inland Inc., and for an odd reason: 
Last fall the $1.8 billion (sales) paper 
and forest products manufacturer 
(FORBES, Oct. 17, 1988) bought three 
insolvent savings and loans. Price: 
around $75 million. 

What's the attraction? Thanks to 
the thrifts, says Berler, Temple-Inland 
will enjoy an additional $2 to $2.50 a 
share in nonconsolidated earnings 
and tax benefits this year. 

Among the improvements Temple- 
Inland already has made: Back offices 
are being trimmed; all current non- 
performing loans as well as any that 
turn nonperf orming over the next two 
years will be guaranteed by FSLIC. Ac- 
cording to Berler, Temple-Inland's in- 
vestment will yield a 100% -plus re- 
turn. He puts the S&LS' current value 
at $13 to $16 per Temple share. (The 
company has 27.6 million shares out- 
standing.) 

Investors, says Berler, have not 
caught on to the new value because 
management has downplayed how lu- 
crative the S&.L deal actually is. The 
company, he notes, uses conservative 
accounting, and is writing down its 
investment in the S&LS instead of 

booking profits; the S&LS' financials 
are unconsolidated and "very arcane." 
By prepaying the additional $50 mil- 
lion it is obligated to invest in the 
S&LS by 1991, Berler goes on, Temple- 
Inland will continue to be able to 
"hide" the earnings and tax benefits 
until at least mid-1990. Once the en- 
tire $125 million is written down, 
however, he thinks the company may 
be forced to book profits in 1990. He 
hopes the market will then see what 
he now sees. 

Meanwhile, Temple-Inland's core 
businesses—linerboard, corrugated 
box and bleached paperboard—are 
highly profitable and growing at a 
10% long-term rate. Berler estimates 
the company will report earnings of 
$8.65 a share in 1989, up 21% over 
last year. In 1990, with the S&LS start- 
ing to kick in, he's looking for $9.65 a 
share. As an extra inducement, T-I'S 
operations are throwing off cash at an 
accelerating rate this year, and Berler 
expects the same in 1990. So with the 
balance sheet strong and capital 
spending plans modest, he wouldn't 
be surprised by either a major share 
repurchase or a substantial increase in 
the dividend. 

The stock was recently 59 on the 
NYSE; Berler thinks it will go to 70 to 
75 over the next 12 months. 

kBA Journal One Success 
\fter Another For Xerox 
Copiers. 

In their pursuit of qualified leads, Xerox Copiers relies on another clear original: The ABA 
Journal, the lawyers magazine. They reach 337,000 subscribers who spend over $6 billion 
annually for office equipment. Buying copiers. Computers and software. Typewriters and 
FAX machines, scanners and more. 

For the decision-makers with money to spend, Xerox knows the ABA Journal can't be 
duplicated. 

jeURNAL 
\ ^ 

THE LAWYER'S MAGAZINE 

b^jM&mmrmmmi.m an ■-. 

FREE STUDY on lawyers' buying patterns and 
influence. Call or write today! 

Call 1-800-621-6159 • In IL 312-988-5993 
Li Please send your FREE study and information 

about the ABA Journal. 
□ Have a Sales Representative contact me. 

Name  
Title  Phone  
Company- 
Address— 
City State, ZIP- 
Mail to: ABA Journal 
Nina J. Baird, Director of Marketing 
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There is an explosion 
going on right now in 
America. The fallout 
bestows benefits 
on much of our work 
force, the economy 
and just about all 
taxpayers. 

It's "The Small Business Explosion" and it 
will be sorted out, analyzed and reported 
in a special advertising supplement in the 
November 13,1989 issue of Forbes-the 
200 Best Small Companies in America. 

So the issue provides a perfect setting t 
the supplement. 

Let your company be part of the 
action. Make a big noise with small 
companies in this first ever Forbes' sme 
business advertising supplement-at 
regular rates. Closing is September 18. 

For more information, or to reserve 
space call your local Forbes 
representative or Arnold J. Prives at 
(212)620-2224. 

1 

Forbes 
Capitalist Tool 

* Forbes Magazme-60 Firth Ave . N Y NY 10011 
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Flashbacks 
Edited by Dero A. Saunders 

"The more things change...." Items from past issues of FORBES 

I Navy's NC-4 in Plymouth, England in 1919, 
' the first transatlantic flight 

enty years ago in FORBES 
m the issue of June 14, 1919) 
ery day is bringing America nearer 
it business prosperity. In every im- 
:ant direction the developments are 
ouraging. The agricultural position 
extremely favorable; the winter 
;at crop alone will bring over two 
usand million dollars; other crops 
. net the farmers very generous 
es; and food animals continue ex- 
tionally high. The danger of any 
eaval through nationwide unem- 
/ment has greatly subsided, and al- 
ugh a considerable number of 
>ps remain to be disbanded, the de- 
ld for labor constantly increases." 

\ ty years ago 
F 7i the issue of June 15, 1929) 

I Chevy sport cabriolet, priced at $695, 
u the top of the line in 1929 

'| iomas] Edison believes the time is 
■ ling  when   mankind   will   draw 
■ trical energy on a large scale di- 
I ly from the sun. Ever since the age 
^ :eam started the world to rolling at 
m lightened speed, so far as man is 
tlcerned, we have been drawing on 
tti bank account of old sunlight. Coal 

is sun energy which was stored long 
ago in vegetation; petroleum is the 
same thing stored in low forms of 
animal life." 

"Results of the [U.K.] general election 
show tremendous gains for the Labor 
Party with indications that it may be 
able to control a Parliamentary major- 
ity of seats. The Labor victory is chief- 
ly at the Conservatives' expense." 

Fifty years ago 
(From the issue of June 15, 1939) 
"Drawing on specific forecasts by out- 
standing business economists, widely 
ranged by industry and geographical 
section; adding to this the sentiments 
of chief executives in 14 key indus- 
tries; topping them off with an analyt- 
ical summary by the editor; FORBES 
reaches a final verdict that business 
prospects for the third quarter of the 
year look moderately better than for 
the same quarter of 1938. . . ." 

"McKesson & Robbins has just insti- 
tuted a school for its production men 
which not only requires them to 
study sales technique, but to go out 
on the road and do actual selling. 
They will, moreover, be required to 
account for their success or failure." 

Twenty-five years ago 
(From the issue of June 15, 1964) 
"The proportion of U.S. families earn- 
ing $10,000 a year or more has almost 
tripled during the past ten years to 
20%, mainly because of working 
wives. And according to the National 
industrial Conference Board, there is 

no letup in sight. By 1970, as the pro- 
portion of working wives continues to 
rise, some 30% of all families will be 
in the $10,000 bracket." 

"In spite of recent weakness, the Dow 
Jones averages continue near their all- 
time highs. But U.S. investors can 
ponder the sobering fact that most of 
the world's great stock exchanges are 
sharply below their previous peaks. 
Britain was the only other major in- 
dustrial country in which recent 
stock prices were at record levels, and 
in that case by a margin of less than 
3% versus the U.S.' 11%." 

Ten years ago 
(From the issue of June 11, 1979) 
"Eight years ago, when FORBES first 
turned its attentions to C. Arnholt 
Smith, the California high roller had a 
clean slate and a full plate. 'Mr. San 
Diego of the Century,' as a local paper 
had dubbed him, was a crony and po- 
litical patron of the President of the 
U.S.; he was chairman and principal 
owner of a bank with assets of almost 
$700 million and of a $215 million 
conglomerate [Westgate]; he owned 
the San Diego Padres baseball team 
and scores of private companies. Be- 
hind these trappings, however, 
FORBES found signs of trouble. The 
Internal Revenue Service was report- 
ed probing the skeins of interlocking 
deals among Smith's various enter- 
prises. . . . Did we realize he was a 
crook? Alas, no, but we smelled a rat. 

"Four years later, when FORBES 
took another reading, the message 
was clear: Smith was a crook. He has 
just been tried and convicted of what 
his bankruptcy trustees called 'one of 
the largest systematic lootings of a 
public company ever recorded in the 
history of this country.' " 

Embezzler Arnie Smith (left) and friend 
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We think too small. Like the 
frog at the bottom of the well. 
He thinks the sky is only as 
big as the top of the well. If 
he surfaced, he would have an 
entirely different view. 
MAO TSE-TUNG 

You can't expect to win 
unless you know why you lose. 
BENJAMIN LIPSON 

The ultimate value of life 
depends upon awareness and 
the power of contemplation 
rather than upon mere survival. 
ARISTOTLE 

Thinking is one thing no one 
has ever been able to tax. 
CHARLES F. KETTERING 

Dogma does not mean the 
absence of thought, 
but the end of thought. 
G.K. CHESTERTON 

The search for truth is 
really a lot of good fun. 
VERNON HOWARD 

One part of knowledge 
consists in being ignorant 
of such things as are not 
worthy of being known. 
CRATES 

An intellectual is someone 
whose mind watches itself. 
ALBERT CAMUS 

The only man who can't 
change his mind is a 
man who hasn't got one. 
EDWARD NOYES WESCOTT 

False conclusions which 
have been reasoned out 
are infinitely worse 
than blind impulse. 
HORACE MANN 

Thoughts 
on the Business of Life 

The victors of the battles 
of tomorrow will be those who 
can best harness thought to 
action. From office boy to 
statesman, the prizes will be 
for those who most effectively 
exert their brains, who take 
deep, earnest and studious 
counsel of their minds, who 
stamp themselves as thinkers. 
B.C. FORBES 

The trouble with most people 
is that they think with 
their hopes or fears or wishes 
rather than with their minds. 
WILL DURANT 

It is curious what shifts 
we make to escape thinking. 
HERMAN MELVILLE 

It is impossible to live 
without brains, either 
one's own or borrowed. 
BALTASAR GRACIAN 

It is surely one of nature's 
jokes that she so often gives 
an abundance of self-confidence 
to those who are not analytical 
and withholds even a smidgen 
of it from those who are. 
PATRICIA PUMPHREY 

More than 6.000 "Thoughts." indexed by 
author and subiect, are available in a two- 
volume boxed set at $31.95 ($18.50 per vol- 
ume if purchased separately). Also avail- 
able, a one-volume edition of over 3.000 
"Thoughts." Price: $18.50. Send check and 
order to: Forbes Inc., 60 Fifth Ave., New York, 
N. Y. 10011. Add sales tax on orders m New 
York State and other states where applicable. 

The successful people are 
the ones who can think up 
things for the rest of the 
world to keep busy at. 
DON MARQUIS 

Of all the many earthly 
resources we have at our 
command it is only our 
minds and the associated 
unique processes that 
are truly infinite. 
CRAIG DAY 

Unless a capacity for thinking 
be accompanied by a capacity 
for action, a superior man 
exists in torture. 
BENEDETTO CROCE 

Unless there be correct 
thought, there cannot be 
any action, and when there 
is correct thought, right 
action will follow. 
HENRY GEORGE 

A Text... 
It is the glory of God 
to conceal a thing; but 
the honour of kings is to 
search out a matter. 
PROVERBS 25:2 

Sent in by Bradley W. Simmons, Seattle, 
Wash. Wnat's your favorite text? Tht\ 
Forbes Scrapbook of Thoughts on the Busii 
ness of Life is presented to senders ol 
texts used. 
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It isn't what people 
think that is important, 
but the reason they think 
what they think. 
EUGENE IONESCO 

Few people think more than 
two or three times a year. 
I have made an international 
reputation for myself by 
thinking once or twice a week. 
GEORGE BERNARD SHAW 
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TRACK RECORD. Deer, turkey and other animals love m pg in International 
>aper forests. It's because we manage our woodlands in imaginative ways that 
>enefit man and wildlife alike. Take the methods our foresters use to control 
indergrowth that competes with trees for water and nutrients. Naturally, they 
mprove tree growth. But they also assure browsing animals a food supply that 
loesn't outgrow their reach. Thanks to such resourceful practices, the flash of white- 
ails' hooves and the natterings of wily old gobblers are far more common sights 
ind sounds in International Paper's forests than on unmanaged lands. Many kinds 
)f creatures depend on the land. We're committed to managing the forests we con- 
rol in the interests of all of them. INTERNATIONAL @ PAPER. Use our imagination. 

©1989 International Paper Company. 
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for people with outside interests. 

Whoever said, "You can't take it 
with you" didn't have the Sony Video 
Walkman™ Personal TV/VCR 
in mind. 

It's the first compact portable TV 
and VCR that can actually be held 
in the palm of your hand. So if 
you're someone who's going places, 
it'll come in very handy 

If you're someone without a lot 
of time on your hands, there's a built- 
in 8mm VCR. With an easy-to-use 
timer. So you can record up to 4 
hours of your favorite TV programs. 

And watch them or your favorite 
movies in your own good time. 

All of which makes the Sony 
Video Walkman perfect for time- 
shifting. And place-shifting. 

Not only can you use the Video 
Walkman whenever or wherever 
you want, you can use it however 
you want. You can watch its 3" 
color LCD TV screen with unbe- 
lievable sharpness and color 
fidelity Or connect it to any other 
ordinary TV 

But you ain't seen nothin' yet. 

The Video Walkman weighs a 
lightweight 2xk lbs., but it's not 
light on features. It has high-spe 
picture search. A sleep timer th 
turns it off one hour after you've 
turned yourself off. A worldwide 
multi-voltage AC adapter batter 
charger. And a built-in TV tunei 
with full VHF and UHF reception 

Which brings us to another fe 
ture sure to get a great receptio 
Our highly adaptable audiovisu 
input. You'll be sky-high on it 
because it lets you record and 

c 1989 Sony Corporator, of America Sony. Video Walkman. Video 8 and The One and Only are trademarks of Sony Simulated televs.on picture  All tales used with perm* 



jay back your Video 8" home 
■Dvies. Or edit them, no matter 
■hat format you shot them on. 
Ij Now, if you think all this sounds 
letty good wait until you hear 
Is Video Walkman. With its ex- 
ceptional high-fidelity sound. 
: | Besides getting a lot of enjoy- 
ii ait out of the Video Walkman, you'll 
|Jt a lot of enjoyment into it. For 
|fere are over 1300 movie titles now 
jjj ailable on 8mm. Like Crocodile 
Jmdee II. The Accidental 
I wrist. Coming to America. The 

Dead Pool. And A Cry In The Dark. 
And if all that wasn't enough, the 

sky's the limit on the home instruc- 
tion, travel and video magazines 
available. They're part of the video 
publishing software on 8mm. 

So, if your interests take you out. 
Or in. Up. Or down. Check out the 
Sony Video Walkman Personal 
TV/VCR. 

It's the most incredible TV and 
VCR you'll find anywhere. 

THE ONE AND ONLY. 
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COMPANIES  
40    Sahlen & Associates 
By Kerry Hannon 
Harold Sahlen, private eye, cut some 
corners. 

44 Hawaiian Airlines 
By Marc Beauchamp 
For sale: state's largest carrier, first- 
rate routes, second-rate management. 

45 Fibermedia 
By George Gilder 
How a federal judge handed the Japa- 
nese a victory in big-screen TV. 

80   The Up & Comers: Neutrogena 
By John Hems 
Why is Wall  Street punishing this 
growth stock? 

88    The Up & Comers: 
Dixon Ticonderoga 

By Fleming Meeks 
How a bartender progressed to pencil 
magnate. 

100 AVX 
By Alyssa A Lappen 
Might the capacitor business have a 
little too much capacity? 

107 Service Merchandise 
By Stuart Flack 
It's being leveraged to the eyeballs. 
And shareholders love it. 

108 Jefferson Smurfit 
By Paul Klebnikov 
Wood pulp is expensive; wastepaper is 
cheap. Smurfit likes it that way. 

118 The IBM/Sears Prodigy Network 
By Subrata N. Chakravarty 
and Evan McGlinn 
A talk with Sears' Brennan and IBM's 
Akers. 

133 TCBY Enterprises 
By Eric Schmuckler 
The yogurt is low-fat, but the stock 
price could give you a heart attack. 
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53    Auto Parts 
By Norm Alster 
Japanese  companies  are  winning a 
bigger market share. Fair play? 

GOVERNMENT 
41 Straight Talk About AIDS 
By Joe Queenan 
Is the AIDS epidemic spreading? The 
answers to the question are as much 
political as medical. 

42 Funny Business At The FDA 
By Janet Novack 
Something peculiar was going on at 
the Food & Drug Administration. My- 
lan Labs found out. 

48    Mileage Standards 
By Jerry Flint 
How federal law hands a competitive 
advantage to the Japanese. 

62    Where Disinvestment Pinches 
By James Cook 
With someof the world's highest-cost 
gold mines, South Africa is suffering. 
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Ein Neues Wirtschaftsmaga rin* 
An entrepreneurial breeze is blowing through Western Europe. 
Sniffing it, Burda GmbH, the prestigious West German publish- 
ing firm, decided the time was right for a FoRBES-like magazine 
for German business people. Germany has a number of business 
magazines, but none applies the FORBES style of irreverent but 
savvy celebration of the entrepreneurial virtues and the people 
who exercise them. 

The new magazine, scheduled to appear early next year, will 
be a collaboration between FORBES and Burda. .'FORBES bei Burda 
will be targeted, in Burda's words, to "the younger, business- 

/ ron! (left to nght) Malcolm S. Forbes; Dr. Hubert Burda, owner, 
Burda GmbH, rear (left to right)from FORMES: Qjristopher Forbes, fames 
W Michaels, Leonard Yablon. From Burda: Fritz Blumenberg, U.S. 
representatk v. Guenttr Prim, publislxr; Mathias Nolte, editor-in-chief. 

oriented German reader.. . [people who]—like their counter- 
parts in the U.S.—have developed different attitudes toward 
money and success than the generation before them. They 
subscribe wholeheartedly to the FORBES philosophy: Get rich 
and enjoy it." IFORBES bei Burda will be edited by Mathias 
Nolte, currently editor-in-chief of Burda's excellent architectur- 
al magazine, Ambiente. 

The collaboration agreement was signed in FORBES' Manhat- 
tan offices on May 30 by Forbes Chairman Malcolm S. Forbes 
and by Burda's owner, Dr. Hubert Burda. For us at FORBES this is 
a splendid opportunity. We look forward to working closely 
with Burda's talented professionals. 

*A new business magazine. 

Cool tips for investors 
If you are looking for hot tips, this, our second annual invest- 
ment guide, is not for you. It borrows its theme from Benjamin 
Graham's great book, Tlye Intelligent hwestor. In an opening essay, 
Assistant Managing Editor William Baldwin explains how an 
intelligent investor can take advantage of other people's folly. 
The issue purveys cool advice on how to preserve capital from 
inflation, the tax collector and the overeager broker. There is 
advice for people who run their own portfolios and advice for 
people who want a manager to do it for them. The 60-page guide 
was edited by Baldwin with assistance from Jonathan Clements 
and art direction by Robert Mansfield. It begins on page 176. 

dJ. Q^LU^J^. 

Editor 
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T AROUND 123, THE GLENLIVET Scotch whisky can be 
. A. a stretch for some. But The Glenlivet has been 

made in the same unique way since 1747. And it isa 12- 
year-old single malt Scotch of unsurpassed smoothness 

and character. So if by some unfortunate change in 
your circumstances The Glenlivet seems even more 
unattainable, keep trying. Twenty-three dollars might 
keep you in Scotch for a lifetime. 

THE GLENLIVET. "JUST SLIGHTLY OUT OF REACH. 



Follow-Through 

Number one 
Oct. 7, 1985 

Dentsu, the world's largest adver- 
tising agency, was keen to ex- 

pand into the U.S. and Europe. But we 
wondered whether Japanese service 
companies could crack world markets 
as adroitly as Japanese manufacturers. 
It seems so. Despite the birth of sever- 
al huge ad agencies since then—led by 
Britain's Saatchi brothers—Dentsu 
still sits atop the heap. 

Dentsu's gross income jumped al- 
most 40%, to $1.2 .billion last year, 
and billings reached a record $9.5 bil- 
lion. That compares with $740 mil- 
lion in gross income for Saatchi &. 
Saatchi on $5 billion in billings. 

A strong yen has helped, but much 
of Dentsu's success results from clev- 
er global strategy. In 1987 it entered a 
joint venture with New York's Young 
& Rubicam and Eurocom, owned by 
French communications giant Havas. 
The result: HDM, one-third owned by 
each partner. Billings of $1.9 billion 
last year ranked it 17th on the Advertis- 
ing Age list of international agencies. 
Although Dentsu maintains offices 
around the world, HDM is its chief 
vehicle for European and U.S. expan- 
sion. The expertise of HDM'S French 
and American partners helps it to 
cross cultural and language barriers in 
the West, while Dentsu helps HDM 
grow in Asia. In the U.S. HDM'S ac- 
counts include Dannon Yogurt, Peu- 
geot and Colgate-Palmolive as well as 
Japanese outfits like Hitachi and 
Brother.—Edward F. Cone 

Lost in 
space 
Da   10, 1985 
u / Rockwell Jr. 

ning Rockwell International, the 
mammoth aeronautics and electron- 
ics firm founded by his father, Rock- 
well was looking for a business to pass 
along to his own offspring. The idea: 
Federal budget cuts would force NASA 
to privatize parts of the space pro- 
gram, opening the door for Astrotech 
to operate space shuttles and space 
stations and build rockets to launch 
satellites. FORBES was intrigued, but 
skeptical about Astrotech's staying 
power in a very expensive field. 

Our fears were well-founded. Today 
Astrotech is a spent rocket, no longer 
involved in the space business. It di- 
vested the last of its operating assets 
last year. The company took a beating 
on its $85 million purchase of Special- 
ty Metals Corp., a producer of superal- 
loys for jet engines. And the privatiza- 
tion of NASA'S programs has yet to 
materialize. To utilize its principal 
asset, a $23 million tax-loss carryfor- 
ward, Astrotech abandoned high-tech 
pursuits and purchased a Houston- 
based oil services company.—E.F.C. 

Ooops, 
a success 
July 14, 1986 

At the age of 71, Willard F. Rock- 
well Jr. was shooting for the moon 

with a small company called Astro- 
tech International. After years of run- 

PORBES was bearish when we last 
looked at the Emerging Markets 

Growth Fund, a closed-end fund start- 
ed by the World Bank's International 
Finance Corp. to invest in Third 
World stock markets. The idea was to 
funnel capital into underdeveloped re- 
gions. We thought the pencil pushers 
at IFC would strangle the fund with 
restrictions on how and where it 
could invest. Such fears reportedly 
prompted fund manager John Temple- 
ton to dissociate himself from the 
project. We derided as "grandiose" the 
IFC'S plans to expand the fund from 
$50 million to $500 million. 

We were wrong. The Emerging 
Markets fund has been a success, in 
part because of the autonomy the IFC 
has granted its manager, Los Angeles- 
based Capital Group. Including share 
appreciation and new investment, the 
fund has grown to $370 million in 
assets. Annual returns for sharehold- 
ers have averaged 40%. Even in the 
crash year of 1987 the fund managed 

to gain 24%. Far from being limited to 
a handful of countries, it has bought 
stocks in a dozen markets, mostly in 
Asia and Latin America, with Thai- 
land emerging as a big winner. Its 
biggest holding: Thailand's Siam Ce- 
ment, up sixfold since the fund 
bought it in 1986. Its worst perform- 
ers have been Philippine mining com- 
pany stocks. 

The IFC has even found a way to 
clone its success: Using $130 million 
raised primarily from Japanese inves- 
tors, it established another Third 
World stock fund.—E.F.C. 

Hot streak 
Feb. 13, 1984 

Michael Sullivan 

Running a business based on the 
latest fad can be dangerous. So 

said FORBES in a story about Merry- 
Go-Round Enterprises, a chain of 
clothiers selling hip fashions at rea- 
sonable prices to the rock-video set. 
President Michael Sullivan had built 
a $112 million (sales) company by 
seizing on trends, from the white 
polyester suit worn by John Travolta 
in Saturday Night Fever to the Urban 
Cowboy look to the leather fashions 
popularized by Michael Jackson. 
Could Sullivan, we wondered, keep 
the company growing by guessing the 
whims of his young clientele? 

So far, so good. Today Merry-Go- 
Round Enterprises has annual sales of 
about $400 million, and has nearly 
doubled its outlets to 432 stores since 
our story. Profits last year exceeded 
$11 million, versus $3.5 million in 
1983. Sullivan has diversified into ca- 
sual and dress clothes for young men, 
which now account for two-thirds of 
the company's revenues. Merry-Go- 
Round has quickly integrated its lat- 
est acquisition, a 124-store operation 
bought from Retail Ventures and 
Natco Industries. 

True, Merry-Go-Round's product 
mix today is less fad-driven than be- 
fore, but give Sullivan credit. By stay- 
ing close to the cutting edge of teen 
fashion—treacherous territory—he 
has at least proved that Merry-Go- 
Round is no flash in the pan.—E.F.C. 
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1983 Car and DriverTen Best List. 
1984 Car and DriverTen Best List. 
1985 Car and DriverTen Best List. 
1986 Car and DriverTen Best List. 
1987 Car and DriverTen Best List. 
1988 Car and DriverTen Best List. 
1989 Car and DriverTen Best List. 

There's a pattern here somewhere. 

The Accord LXi. HONDA. 

m © I **8 Amcncw Honda Motor Co.. Inc. 



John Sega) 

Forbes Informer 
Edited by Gretchen Morgenson 

A view from China 
If socialism really is on the way out in 
China, how does the smart investor 
play the situation? Donald Gimbel, 
head of A&A Global Portfolio Manag- 
ers in New York City, is just back 
from a weeklong China trip and re- 
ports that the entrepreneurial spirit 
that has made Chinese business peo- 
ple so successful throughout the 
world is alive in its native land. De- 
spite the tragic events of recent days, 
he says, "China knows communism 
is dead as an economic force." 

Typical: a 25-year-old tour guide 
the money man met. Impressed that 
he headed his own three-man compa- 
ny, Gimbel said: "You're a true capi- 
talist." The guide responded: "No, I 
just want to make a lot of money." 

Which outside companies will ben- 
efit from China's opening? "Those 
Hong Kong companies with the long- 
est relationships to the People's Re- 
public and which therefore have en- 
tree into real estate, partnerships and 
the labor supply," Gimbel says. Ex- 
amples? Hutchinson Whampoa (trad- 
ed in Hong Kong), which services air- 
craft and owns most of Hong Kong's 
wharves; Chairman Li Ka-Shing's PRC 
connections are enviable. And John- 
son Electric (FORBES, July 11, 1988), 
which makes miniature motors, has 
four plants in China and knows its 
way through the bureaucratic maze. 

Back to the brink 
Early on in the Texas thrift debacle— 
about a year ago—the Feds thought 
they could put comatose banks back 
on their feet with a few pieces of paper 
and a handshake. Now it looks like 

one of the early patients is ready to 
come back for a booster shot. 

It is Southwest Savings, $6.8 billion 
in assets, formed by merging four in- 
solvent Texas thrifts into a thrift 
owned by near-billionaire Caroline 
Hunt. She merely converted $24 mil- 
lion of notes into equity. In return the 
FDIC threw in $2 billion. 

Recently released numbers show 
that Southwest lost an impressive 
$111 million in 1988. That red ink 
reduced its regulatory capital to $238 
million, a bare 3.5% of assets. Since 
the regulatory threshold is 3%, South- 
west can lose only another $33 mil- 
lion before the Feds are forced to step 
in again. First-quarter numbers aren't 
out yet and bank officials did not re- 
turn calls. Sadists who follow the 
Texas thrift scene expect Southwest 
to go back for another bailout, becom- 
ing the first "round-tripper" in this 
sorry affair.—Eric Schmuckler 

Southwest Savings owner Caroline Hunt 
Going back for another bailout? 
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Guru for sale 
Market guru Bob Prechter's profile 
has been low since the market crash 
and subsequent recovery proved him 
wrong twice. Now comes word that 
Prechter's looking to sell his business, 
which includes the Elliott Wave Theo- 
rist newsletter and hotline. 

What's he asking? Prechter's man 
says the price is between $8 million 
and $10 million, plus a percentage of 
future earnings. That seems a bit high 
considering the letter's revenues are 
little more than $2 million. Prechter 
has only 9,650 subscribers now—pay- 
ing $233 a year—down from over 
20,000 two years ago, in his heyday. 

To encourage a deal, Prechter 
would stay on at the newsletter and 
allow his name to be used. But sooner 
or later he'd bow out, leaving sub- 
scribers Prechterless.—Evan N. Sturza 

Bolshoi union busters 
First they deviate from pure social- 
ism, then they permit the KGB to be 
attacked in open forum. So it's no 
surprise the Soviets are now going in 
for union-busting. That's basically 
what happened at the Bolshoi Ballet's 
recent visit to the Windy City. The 
Russian dance company sidestepped 
the $4,500 nightly outlay for a 40- 
piecc orchestra, choosing instead to 
use taped music. Members of the Chi- 
cago Federation of Musicians protest- 
ed with a concert outside the hall: 
Tuxedoed members waved signs read- 

ing "Tape Nyet" and "Bolshoi uses a 
DJ." Union President Charles Guse, a 
tuba player, lamented: "Where is the 
Bolshoi's artistic integrity? If the U.S: 
sent a ballet company to Russia, wel 
couldn't get away with this." Workers 
of the world, unite!—Maicia Berss 

South mark skirmish 
Early last month management of flail- 
ing Southmark said it would fight to 
the death before giving dissident 
shareholder Herbert Parks the three 
new seats on the company's board 
that he wanted. But only three weeks 
later the company gave him just that 
Why? Very shrewd maneuvering. 

Parks, a North Carolina investo: 
who owns 4.7% of Southmark's com 
mon and another 4.9% of a preferred! 
stock, was thwarted when he tried toj 
launch a proxy fight. The insurance 
industry pointed to rules that said an 
investor cannot control more than 
10% of shareholders' voting rights. 

So, with the help of attorney Burton 
Lehman, a partner at Schulte Roth & 
Zabel in New York, Parks devised this 
grass roots scheme: convince South- 
mark shareholders to attend the com- 
pany's meeting on May 19 in Atlanta 
and back Parks. Parks, his associates, 
and proxy solicitors at D.F. King took 
to the phones in early May, rallying 
hundreds of shareholders to their 
cause. So many agreed to make the 
trip—from as far away as California 
and New England—that Southmark 
apparently was forced to capitulate 
Who wants to face an arena full of 
road-weary, homicidal shareholders? 

From gunbelt to garbage 
Remember the gang behind Dallas' 
Sunbelt Savings, one of the most no- 
torious busted thrifts? Nicknamed 
"Gunbelt Savings" for its lend-first- 
ask-questions-later style, the thrift's 
chairman was forced out by the Feds 
in 1986, leaving behind a multi- 
billion-dollar tab. Now many of the 
Sunbelt chaps have turned up at an 
o-t-c underground waste-burning out- 
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fit named the Oxidyne Group Inc. 
The Gunbelt Kid himself, Edwin 

McBimey III, is not officially in- 
volved. But his dad, Edwin McBirney 
II, is a principal of Tangent Corp., 
which owns 51% of Oxidyne's com- 
mon. Plenty of others atop Oxidyne 
hail from Sunbelt: Chief Executive 
Jerry Peeples, financial officer James 
Hayes and director Leo Niekerk. 

Dallas-based Oxidyne lost $4 mil- 
lion on $8 million in sales last year 
while changing horses from real es- 
tate to waste disposal. We don't know 
if management will do any better at 
burning garbage than they did at run- 
ning a bank. But it's safe to say they're 
at home in the milieu.—E.S. 

Watch your language 
What should the hair-raising market 
decline of Oct. 19, 1987 be called in 
the New York Stock Exchange's an- 
nual fact books? With stocks back to 
near precrash levels, the NYSE is put- 
ting a new spin on Black Monday. 

In the 1988 annual the exchange 
employed hard-core words like crash, 
plunge and market collapse in de- 
scribing that fateful day—even com- 
paring it to "a hurricane that ripped 
through the market." But in the 
NYSE'S 1989 fact book, the business of 
Oct. 19 is primly labeled a "market 
break" wherever it's mentioned. 
Time heals all.—E.N.S. 

Farm it out 
Readers of Department of Agriculture 
farm reports and economic forecasts 
had long complained of getting busy 
signals, surly operators and lost orders 
from the federal Government Printing 
Office. But when subscriptions to the 
USDA'S Agricultural Outlook dropped 
some 40% in 1987, the department 
decided it had had enough. It hired 
Aspen Systems Corp., a Rockville, 
Md. information management firm, 
as vendor for the Outlook and four 
other publications. Result: Subscrip- 
tions to Aspen's now-expanded list of 
25 USDA periodicals have rebounded 
from 16,000 to 18,000 and counting, 
and the Outlook's paid circulation has 
doubled. Have Aspen's toll-free num- 
ber, computerized subscriber system 
and first-class delivery won over USDA 
customers? What's more, annual sub- 
scriptions to the Outlook cost $22 
through Aspen, versus the GPO'S $25. 

Aspen gets a commission of $5 to 
$6 on each subscription sold, for a 
total of around $100,000 this year. 
Some 45% of the $30 million in sales 
at this unit of the Dutch publisher 
Wolters Kluwer N.V. comes from gov- 
ernment work. Free enterprise scores 
again.—Rick Reiff 
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Low-rises. 2060 A.D. 

Hi-Tech. 2060 A.D. 

Will today's hi-rises be the low-rises of tomorrow? That remains to be 
seen. But Samsung audio products will surely be high on everyone's list. 

eg SAMSUNG 
The future of electronics. 
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A corporate affairs place, 
an everybody cares place, 

Campton Place. 

CAMPTON 
PLACE 
HOTEL 

San Francisco, at Union Square 
(415) 781-5555 
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Readers Say 

Honor thy taxpayer 
SIR: Re your Fact and Comment on 
underpaid judges (May 15). In return 
for all the fringe benefits, prestige and 
authority, $89,000 a year is not a bad 
salary. If the present judges cannot 
hack that, there's no lack of people 
eager to apply. 
—Marylaine Block 
Davetiport, Iowa 

SIR: The pay scale for judges is not 
meager when measured against the 
national   average    of    $20,000    per 
person. 
—AH. Perkins 
Reading, Pa. 

Let the music play 
SIR: We regret that FORBES did not 
contact   Farm   Aid   before   writing 
"They don't need Farm Aid concerts 
now" (Apr. 17). Farm Aid funding both 
alleviates suffering and supports long- 
term solutions. Many farmers are tell- 
ing us they do need a Farm Aid con- 
cert now and Farm Aid will be around 
as long as we're needed. 
—Willie Nelson 
President 
Pant} Aid, Inc 
Cambridge, Mass 

Woe Canada 
SIR: FORBES' egregious attack on the 
Vancouver Stock Exchange ("Scam 
capital of the world," May J1)) suggests 
new levels of muckraking. 

Were you unable to find vsE-listed 
companies with real products, sales 
and earnings? 
—DA. dainty 
Brewster, Mass 

SIR: The Vancouver Stock Exchange 
cannot be responsible for all activities 
of all marketplace participants. We 
have tightened listings requirements, 
improved market surveillance, 
strengthened enforcement and intro- 
duced a state-of-the-art computerized 
trading system. 
—D.J. Hudson 
President 
Vancouver Stock Exclyange 
Vanainter. B.C. 

SIR: Invariably VSE officials are report- 
ed as saying, "We are cleaning up our 
act," followed by, "the criminal ele- 

ments    are    being    identified    and 
brought to book." These are empty 
words, designed to placate critic, in- 
vestor, broker and politician alike. 
—Claus Andrup 
Vice President, Corporate Affairs 
Fair Harbour Mining Corp. 
Vancouver, B.C. 

SIR:  The real victims of this type 
of blanket negative journalism are 
the   companies   who   have   serious 
endeavors. 
—Sue A. Pimiskern 
President 
Onword Learning Systems Inc. 
Vancouver, B.C. 

SIR: In Vancouver we have the defini- 
tion of a successful promotion: "In 
the beginning, the promoter has the 
vision and the public has the money. 
At the end of the promotion, the pro- 
moter has the money and the public 
has the vision." 
—W. Robert Hoye 
Vancouver, B.C. 

SIR:   The   concentration   of   "bad" 
stocks on the Vancouver Exchange is 
because it is a venture capital market. 
Most startups fail. And those that 
don't, usually list on other exchanges 
after they establish themselves. 
—Adrian Day 
Editor 
Investment Analyst 
Silver Spring, Md 

Glory days 
SIR: The map of the Austro-Hungar- 
ian Empire (Fact and Comment II, May 
15) should have included the south- 
eastern portion of present-day Poland, 
i.e., western Galicia and Crakow. 
—David M. Aceto 
Pittsburgh, Pa. 

Omitted portion in dark red 

SIR: The reunion Hungarians really 
yearn for is with the people and lands 

16 FORBES, JUNE 26, 1989 



lost to Rumania in 1920 or to the 
U.S.S.R., Czechoslovakia and Yugo- 
slavia in 1947. 
—Richard M. Bootbe 
Los Angeles, Calif. 

Last gasp 
SIR: YOU refer to the "unbiodegrad- 
ableness" of plastics as a major prob- 
lem (Fact and Comment, May 29)- The 
fact is that even food waste and news- 
papers take decades to degrade in the 
oxygen-starved   environment   of   a 
modem landfill. 
—C Charles Pearl 
Vice President-Technical Operations 
Equitable Bag Co., Inc. 
Long Island City, N.Y. 

No credit due 
SIR: I wonder how you can congratu- 
late President Bush on his handling of 
the Savings and Loan mess (Fact and 
Comment, Mar. 6). He will have raised 
the debt by over $200 billion, hidden 
"off-budget." He continued to allow 
some of the failures to stay in busi- 
ness and create more debt. He made a 
solid hit for the banks and their stock- 
holders, but all of us are going to end 
up paying. 
—Peter A Bakal 
Cape Neddick, Me. 

S&L reduz 
SIR: Re "Avoiding another s&x crisis" 
(Fact and Comment II, May 15). Your 
comment that funds insured by Uncle 
Sam should be restricted to short- 
term, highly liquid investments, if 
followed literally, would lead to the 
next banking crisis. Financial institu- 
tions could not earn enough on short- 
term funds, and would likely suffer an 
operating loss if they sold off adjust- 
able rate mortgage loans. 
—Philip Weintraub 
President 
National Capital Group, Inc. 
Washington, D.C 

Mama tried 
SIR: The more I read articles such as 
"Above the law" (May 29) on the she- 
nanigans of Congress, the more I en- 
dorse the saying, "Don't tell my 
mother I'm a politician—she thinks I 
play piano in a whorehouse." 
—Dan R. Konfal 
Seven Hills, Ohio 

Only one hotel in Tokyo has a 
400-year-old decompression chamber. 

Tokyo is one incredibly fast-paced city. 
But you can still get away from it all. Just 
stay at The Hotel New Otani. And 
escape the pressures of the fast lane in 
our 10-acre, 400-year-old Japanese 
garden. Over the years, leaders of 
industry and government from many 

nations have walked its peaceful 
pathways. The New Otani. There really 
is no place like it. 
FOR RESERVATIONS AND INFORMATION 
VS. &. Canada Toll Free (800) 421-8795 (outside CA. HI, AK). 
(800) 252-0197 (in CA only), Honolulu (808) 923-1555. 
New York (2121 308-7491. Los Angeles (213) 629-1114. 
London (01) 731-4231-3. Tokyo (03) 221-2016. 
Osaka (06) 941-7021. Hong Kong 5-292723. 
Singapore 338-3333 

HOTEL NEW OTANI 
There's no place like it 

BEIJING (Open Summer '89) 

TOKYO OSAKA LOS  ANGELES HONOLULU SINGAPORE 
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What to expect 
from your personal account executive 

in Tiffany's Corporate Division* 
Countless original gift ideas 

for any business occasion. 

Handsome dining accessories 
that proudly bear your company logo. 

A custom-tailored service 
recognition program that treats 

your employees to the best. 

Trophies of distinction in the tradition 
of the Belmont trophy, the Super Bowl trophy 

and the Breeder's Cup. 

Sales incentive awards that mean business. 

The famous Tiffany blue box. 

To receive a catalogue, 
open an account or place ^| 

an order, call 800-423-2394. 

Tl FFANY & CO. " 
NEW YORK  BEVERLY HILLS CHICAGO DALLAS HOUSTON  PHILADELPHIA 

BOSTON ATLANTA  SAN FRANCISCO WASHINGTON DC  DETROIT COSTA MESA ©T&.CO. 1989 
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'With all thy getting get understanding' 

Fact and Comment 
By Malcolm S. Forbes, Editor-in-Chief 

BUSH SCORES A BIG ONE—AND HIS TIMING WAS RIGHT 
On the eve of his departure for the Brussels NATO 

summit and his Germany visit, punditing critics were 

pounding the President harder than ever for not gushingly 
responding to all of Gorbachev's disarming promises. And 

they were on Bush's back because of his Administration's 
serious differences with politically beleaguered Chancel- 
lor Kohl over short-range missiles. 

So the President's countrymen really relished seeing and 

hearing the immense and enthusiastic reception given his 

plans at NATO, his soundly inspiring proposals for equita- 
ble further disarmament and furthering freedom for Eu- 
rope and elsewhere. The Bush response carried far more 

weight because it was marinated and embracing. It was 
infinitely more effective than piecemeal, knee-jerk reac- 
tions to each Gorbachev move could possibly have been. 

Mr. Bush is neither timid nor plan-less. 

His visions relate to reality, and his temperate tough- 
ness is more than tongue-deep. 

NOT ONLY WILL TOM FOLEY BE A FIRST RATE HOUSE SPEAKER 
but he could well emerge as one of the Great Ones. 

He's a soundly loyal Party man, but in no way, 
shape or form a narrow, nasty partisan. 

With the prospects of a Republican congressio- 
nal majority being remote, the Administration 
should be mighty glad the Democratic Speaker is 
Tom Foley. 

The country is. 
D BrackBlack star 

BEFORE WE ACT TO KNOCK DOWN SOUTH AMERICA'S 
crushing and unpayable-in toto debt, are we going to wait placed by bloody dictatorships of Left or Right? 
until starving rioters knock off their governments? Do we Doesn't Washington get-any sense of urgency from the 
think we and the world will be better off when these fierce turmoil that's wracking Argentina and Venezuela 
governments—democratic   in   varying   degrees—are   re- and threatens Brazil and others? 

WHO AMONG US THOUGHT 
WE'D EVER LIVE TO SEE 

the hard hands and heads of the Communist dictator- 
ship of the People's Republic of China stayed by a 30- 
foot Statue of Liberty replica confronting Mao's giant 
portrait in Beijing's Tiananmen Square? Though bru- 
tal repression was not stayed very long, the results of 
the past few weeks, in terms of future portents for 
democracy in China, will not be obliterated by gun- 
fire and tanks rolling over students' bodies. 

AT&T, IBM AND MIT TO CONSORT ON SUPERCONDUCTORS 
Now that's the most promising, exciting news possible    equally provide consequential dynamics to the U.S.A.'s 

for America's economic future. growth—if those involved can, on this one plane, mute 
Consortiums to tackle high definition television could    their normal—and invaluable—intense competition. 
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A PRIMER FOR THE WALL STREET JOURNAL 
Eons ago, when we sought college admission, 

there was a Latin requirement. I was one of 
those who vehemently shared the sentiment 

that "Latin's a dead language, and now it's 

killing me.'' 
Even with the aid of a trot (illegal pam- 

phlet with English translation), it took me 
three and a half years to get credits for 
having conquered Caesar. But for anyone who 
wants to conquer Wall Street or thinks he 
has,  this trot for the Wall Street Journal is 

well-nigh invaluable. 

With graphic clarity it clues you in on 
dozens and dozens of fascinating bits and 
chunks of information that you probably 
didn't realize were there. It is the most valu- 

able course to the most valuable and extraor- 
dinarily comprehensive source of financial 
information that exists anywhere. 

No matter how wise you are or think you 
are, you'll be far more so with this Guide to 
Understanding Money & Markets. 

RESTAURANTS—GO, , STOP 
• Jackie Mason's—224 West 49th St. (Tel: 977-9000). 

A happy theater district contrast to • • Sardi's, where 
everybody goes after Broadway openings to commit hari- 
kari by ingestion. If partner Jackie's there bestowing one- 
on-one his murderously hilarious one-liners, you'll feel 

guilty paying so moderate a tab for food so good. 
An American Place—2 Park Ave., at 32nd St. (Tel: 

517-7660)—has been written about since its opening not 
long ago by everybody who writes about restaurants. The 
consensus is that it's friendly, and you'll agree. A huge 
space, it's been the site of two failed eatery efforts, but the 

warmth and flavor that Larry Forgione has created could 
lead to a longer life this time around. 
• Exe— 254 West 23rd St. (Tel: 691-1140). A new and 

popular restaurant in an area where not much is either. 
The lady chef/owner puts forth relatively unadorned, ro- 
bustly good South of France cooking. 
• The Russian Tea Room—150 West 57th St. (Tel: 

265-0947). "Long famed as the place where Show Biz 
biggies, agents and their appendages gather for serious 
dealing—and good eating. If you're into borscht, beef Stro- 
ganoff and blini, join the crowd." That is what we wrote 
here five years ago and, after a heartily fun lunch there the 

other day, it's just what I'd write today. Which, incidental- 
ly, can't be said of many (see below). 
• Delia's—197 East 3rd St. (Tel: 254-9184). Smack dab 

in the middle of an East Village area you're otherwise least 
likely to visit is this vibrating, intimate restaurant with a 
wee dance floor and tasty dishes. Those who know its 

dynamo creator, Delia Roche-Kelly, from her uptown days 
know why everybody's flocking here. Reservations essen- 
tial for this newest quintessential NYC in-spot. 
• Chin Chin—216 East 49th St. (Tel: 888-4555). After a 

period when most of the too-few top Chinese restaurants 
turned limp, it's great to have another really good one 
reborn. The barbecued spareribs and crispy quail are 
among the several outstanding dishes. 

Bistro du Nord—1312 Madison Ave.  (Tel:  289 
0997). Pleasant, but not worth the hike way up Madison 
Avenue to 93rd Street. 

• Johnny Rock-It—901 Broadway at 20th St. (Tel: 
533-1887). Launched recently, this place has taken off 
with the Big Apple's With-Its. Ever-present owner Johnny 
and all his other Hands are warmly welcoming, happy to 
see you. For all who like to be tuned-in, here—along with 
Cafe Iguana, at 235 Park Ave. South—is the place to be 

1 

THE MORTALITY OF RESTAURANTS AND FORBES' GUIDE TO 'EM 
Few businesses other than show biz have a higher mor-    being our bag, we ceased and desisted, 

tality rate than restaurants. For some inexplicable reason        Which also immensely pleased FORBES magazine Edi- 
of the human psyche, enormous numbers of 
people dream of owning, in whole or in part, a 
restaurant. Usually, if the dream becomes real, 
what's on the plates turns out to be undreamy, 
and red ink blots out the nightmare. 

Two decades ago, as a result of misinterpret- 
ing the degree of enthusiasm for those capsule 
restaurant reviews that often appear here, we 
launched a weekly four-page Restaurant Guide that ini- 
tially sold for $36 annually. We made a book out of the first 
year's \ >rth, but by the end of the second year, we realized 
we had a moneylosing, non-hit on our hands. Red ink not 
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tor Jim Michaels. We had been paying his 
staffers' luncheon tabs when they would sub- 
mit reviews, and he had found afternoon edito- 
rial productivity plummeting. 

Of the 299 restaurants reviewed in this 1971 
first-and-last Forbes Magazine Restaurant Guide 
annual, only  128 (43%) are still in business 
under the same name. 

Come to think of it, it's a higher batting average than 
one might reasonably have expected. Which in turn would 
indicate that our picks overall must have been better than 
our return on investment. 
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WE INVITED BOB HOPE TO ATTEND OUR 14th ANNUAL BALLOON FETE 
along with his fabulous Dolores, at FORBES' Chateau de Forge Music Theater outside Philadelphia on those dates/' 
Balleroy in Normandy, France this June. In regretting the irrepressible Bob added, "anyway, Malcolm, you and I 

because "believe it or not, we're playing at the Valley    in the balloon together would be far too much hot air...." 

THE FIRST DOG'S LITTER PRODUCES FIRST RATE PRESIDENTIAL WIT 
In remarks following a fundraising dinner at the Ken- 

tucky horse farm of his longtime close and wealthy friend, 
Will Farish, President Bush tossed off a very witful remark 
that brought down the house. In discussing Barbara's dog, 
Millie, and her most-photographed-in-history litter, he 
said, "You may have read that the pups are sleeping on the 
Washington Post and the New York Times, the first time in 
history that those papers have been used to prevent leaks." 

He went on to shed some light on why no light had been 

shed on the puppies' pop: "Up to now, we've tried to keep 
his name out of the press. I think it's O.K. now, though, to 
reveal his name, Tug Farish III. Just what my elitist image 
needs—puppies with Roman numerals after their names." 

The President's good nature and his enthusiasm for 
his job comes through in his happy spontaneity with 
the press. 

And those who think he doesn't know the score or keep 
the score are the ones who don't know the score. 

ON THE WAT DOWN, NOTHING BEATS GOOD FOOD 
On the weigh off, it's a whole 'nother exercise. 

DINING OUTERS WHO RESERVE 
and don't show are rare compared with 

those who do and wait. And wait. 

NOT EVEN THE MOST SUPERB MEAL 
is digestible if the wait 
has been interminable. 

BOOKS 

MarkS. Gold, M.& 

The Good 
News About 

PANIC, 
ANXIEIY& 

• The Good News About Panic, 
Anxiety & Phobias—by Mark S. 
Gold, M.D. (Villard Books, $18.95). 
To realize the number of Americans 
suffering anxiety disorders is deeply 

depressing. But this book, by one of 
today's most eminent medical au- 
thors    on    treatments    and    cures, 

should be of invaluable help to those suffering them- 
f selves and to those loved ones suffering on their behalf. 

There are medications now that can do what verbal 

mindblowers have not been able to. 

Excerpt: Biopsychiatry traces its roots to the emergence 
of psychiatric drugs, and for a very good reason. The 
effectiveness of these drugs introduced a whole new set 
of questions for psychiatry and the nature of mental 
illness. If psychotics respond to a specific drug and 
depressives do not, is there an organic difference be- 
tween those two conditions! Is brain chemistry being 
altered! Does the brain play a role in mental illness! 
Can chemical imbalances in the brain be the cause of 
mental illness! fust as interest in the study of brain 
science was gaining momentum, new technologies be- 

i gan to emerge, giving these researchers the ability to 
peer into the brain, to track the activity of normal and 
abnormal brain cells in the mentally ill. We began to paint 
a biological basis of mental illness. . . . Biopsychiatry is 
rigorous medical science. It's what all psychiatry should 
be. Instead, for more than 50 years, psychiatrists have been 
steering the profession, at breakneck speed, in the opposite 
direction. That poor judgmen t is primarily to blame for the 
sad state in which psychiatry finds itself today. 
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The Ultra Rich—by Vance Packard 

(Little, Brown & Co., $22.95). Here 
this famed, provocative chronicler of 

our time's social structure examines 
30   of   the   Forbes   Four   Hundred 
through his faintly pink monocle. Mr. 
Packard's findings are intriguing and 
different, but his suggested solutions 
to the problems he sees will strike many as more off the 
wall than on the target. 

Excerpts: Only about a third of the people I visited were 
using their wealth in what I would consider long-term 
functional ways—contributing to economic growth by 
genuine innovation. . . . In 1986 alone there were 4,000 
corporate takeovers, mergers, or leveraged buyouts. Very 
wealthy individuals have commonly been the principal 
actors. The argument that such wealthy prowlers are 
theoretically producing leaner, more efficient corpora- 
tions may have some small basis of truth, but any such 
resulting value would seem to be overwhelmed in both 
social and economic terms by the devastation and tur- 
moil being caused in our economy. . . . Being a mother, 
[Boadway producer] Terry Allen Kramer thinks, helps in 
her job. "All producers should be mothers. A lot of people 
in the theater are children.". . . Harvey "Bum" Bright's 
ideas about propriety around his office [in Dallas, Tex.J 
hark back to an earlier era of capitalistic enterprise. "I do 
not allow my women to wear britches. They come in a 
dress and I expect them to look like ladies, act like ladies, 
talk like ladies, and they are treated like ladies. I don't 
allow any swearing in the office." Did he have any lady 
executives! "Not on my floor. But we do in the companies. 
That takes a broader-minded person than I am." 
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what do 

World's first 35-inch 
direct-view TV 

World's first 
vertical linear 
tracking turntabl 

World's first still-picture 
video telephone. 

One of the biggest discoveries weve made is that 
lot of people doht know weve made so many discover 

But in fact, over the years, Mitsubishi engineers a 
designers have quietly earned some 25,000 patents ar 
developed over 100,000 different products. 

Because we've always adhered to one simple phil 
ophy. Give the right people the right environment anc 
anything can happen. 

So the next time you're looking for an innovative 
solution in any field of electronics, perhaps nowyou'll 
think o{ us first. 

At last. 

A MITSUBISHI ELECTRIC AMERICA 
TECHNICALLY. ANYTHING   IS   POSSIBLE 

^ 



hink of first? 

Worlds first 
consumer golf 

swing analyzer. 

Worlds first sbiral 
escalator 

irst 70-inch 
IectionTVfor 
imer market. 

World's first full-color outdoor video 
display screen in a major sports stadium. 



Other Comments 
Often comments by others stimulate, irritate, 

abuse or amuse this editors mind. -MSF 

God Wasnt Drunk 
Annoyed by Alaska politicians' at- 

tacks on the oil industry after Exxon's 
disastrous spill, the head of a compa- 
ny making a tidy profit in the cleanup 
took a potshot at the state legislature. 
Said President Pete Leathard of VECO 
Inc.: "Alaska suffered an act of God 25 
years ago, the Good Friday earth- 
quake. We didn't waste time seeking 
to punish the cause of that disaster." 
Retorted state senate president Tim 
Kelly: "As far as I know, God wasn't 
drunk when the earthquake hit." 

—Time 

Living at Home 
Thousands of college graduates will 

soon be looking for jobs and places to 
live, and many will end up back home 
with Mom and Dad, having deter- 
mined that they cannot afford an 
apartment on the paycheck from an 
entry-level job. But some experts 
question that calculation. 

"I often find 'I can't afford,' trans- 
lates to 'I'd rather spend my money' " 
for an expensive car or stereo system, 
said Bernard E. Poduska, a psycholo- 
gist who teaches family therapy and 
financial management at Bngham 
Young University in Provo, Utah. 
"These are kids who have had every- 
thing they needed and wanted—the 
best schools, ski trips, cars, trips to 
Europe," he said. "Now they are out 

of school and the job opportunities 
don't provide enough income to keep 
up that life style." 

—Jan M. Rosen, New York Times 

Love Affair 
The fact is, no country is better 

suited to the car than America, with 
its long distances and unencumbered 
highways. . . . The car is as important 
to love and courtship as the rope lad- 
der was to troubadours. 

On Becoming American, 
by Ted Morgan 

"I Don't Understand" 
Helen Engelhardt became a widow 

when a bomb exploded aboard Pan Am 
Flight 103 over the Scottish village of 
Lockerbie, killing all 259 people aboard 
and 11 on the ground. Her husband, 
Tony Hawkins, was on the plane. 

We live in a world of terrorist 
bombs, of purposeful violence against 
random victims, of a promising teen- 
ager being accidentally shot to death 
in a McDonald's restaurant. It is a 
world where conscienceless cocaine 
dealers kill anybody in their path, po- 
lice officers included. A spasm of vio- 
lence. Death. Then shock, rage, 
numbness. What is left behind—al- 
ways and forever—is the void. 

Final answers are elusive. "They're 
not monsters," Ms. Engelhardt said of 

"All I'm saying is, giving a little something to the 
arts might Imp our image " 

the terrorists. "They have sons an< 
brothers and husbands and father 
themselves. It's a great mystery, al 
this evil. I don't really understand it.' 

—Douglas Martin 
New York Times Seivia 

Dad's Always There 
Above my sleeping bag, next to thi 

photographs of my wife Gayla and nr 
son Lenya, is fixed the long-awaite( 
photograph of my tiny Tanya. Wha 
joy the guys brought me when the? 
sent up the photo. A daughter bon 
while her father is in space; he won' 
be able to kiss her for five mon 
months. I had to stop myself fron 
counting the days; otherwise I woul 
not have been able to bear it. Grow 
little Tanya, I would think, your fa 
ther is always with you in spirit. 

—Soviet cosmonaut Leonid Kizim 
The Home Planet, edited b} 

Kevin W. Keller 

Let's have a competition 
of initiatives now. 
Then we'll all be pacifists. 

—a senior Pravda commentator at UM 
RATO summit, laughingly responding I 

to the press query, "Has Gorbacheil 
lost the initiative?'! 
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Say or Eat 
Jessica Catto, wife of Henry Catto 

the new U.S. Ambassador to the Couri 
of St. James, is so fond of keeping 
things lively that she plans her [dinnei 
party) centerpieces with spontaneous 
conversation in mind. "I don't like 
anything high because I like everyone 
to be able to fight across the table," she 
says. "I never set the table for the nghi 
number of people. Nothing I do is 
absolutely perfect. I don't count dai 
sies, and what people say is a whole lot 
more important than what they eat." 

—Susan Watters, W 

Just Like the Rest? 
Besides listing the salaries oi 

America's 800 top CEOs, the latest 
issue of FORBES gives 44 of the men a 
chance to jot down a few 'graphs 
about their lives. Over and over, the 
execs make themselves out to bei 
humdrum middle-class types who 
worry about the house, the kids, and 
putting a little something in the 
bank. But if millionaires are just like 
the rest of us, why aren't the rest of 
us millionaires? 

—Walter Kirn, 7 Days 
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WE'VE 
MANAGED TO 

CONFOUND 
SOME OF 

THE WORLD'S TOP 

DECISION-MAKERS. 
Cognac or Cabernet. Mozart 

or Mendelssohn. The Times or 

the Tatler. British Airways' 

new First Class offers an ex- 

traordinary range of amenities, 

courtesies and comestibles—in 

an atmosphere both respon- 

sive and refined. Choose First 

Class. And discover how en- 

chanting indecision can be. 

BRITISH AIRWAYS 
The worlds favourite airline* ^r 



PAST PERFORMANCE IS NO GUARANTEE OF FUTURE SUCCESS 
RUT IT'S SOMETHING TO CONSIDER. 

Mutual funds haven't always been your 
everyday investment. Forty years ago there 
weren't main kinds of funds. 

Just some common stock funds and 
some bond funds. But Jack Drev fus thought 
we were poised for growth. 

In 1951 he began managing one oi the 
earliest funds to actr ely seek growth of cap- 
ital for its sharehol 

i hunch thai paid off. Not just for 
shareholders ol The Dreyfus Fund, but tor 
shareholders ol    t man;        th funds that 
followed it in the 1950s and i   ■ 5. In the 
mid-1970s, when rising interest  , tes were 

stranding savers in low-paying FDIC insured   assets, but a year ago we created a fund spe 
passbook accounts, we developed Dreyfus    cifically designed to shift freely among stock 
Liquid Assets. 

And in the late 1970s when inflation 
was pushing everyone into higher tax 
brackets, we lobbied for a bill that allowed 
Dre\ fus to offer the first incorporated tax- 
exempt fund. 

The rest is history. These davs there 

bonds and money market instruments. depenc 
ing on the climate. 

Dreyfus Capital Value, like other 
Dreyfus funds before it. is a product of it 
time. Will it too give rise to a whole new 
category of funds'1 No one knows. 

But one thing is certain: our past. And 
isn't a fund company worth its 800 number that's one way to evaluate the future. Obtain 
that doesn't offer a wide range o\ money mar- a prospectus from your securities dealer or 
ket and tax exempt funds. *" "W«k f call 1-800-648-9048. 

Todav even one talks     E>ffilT£\^ 1L1.^    ^'ease reaii me ProsPectus 

about the need to allocate    i!    . ,   .    ! «7    . , carefully before investing. 
The right fund at the right time. 



Fact and Comment II 
By M.S. Forbes Jr., Deputy Editor-in-Chief 

HE WINS THE BIG ONES 
If politics were baseball, George Bush would be the Babe 

Ruth of clutch hitting. Everytime a critical game seems 
lost, he comes through with a grand-slam home run. 

A couple of weeks ago, NATO faced a mortal crisis. 
Pundits were loudly criticizing the President for being flat 

in comparison with yeasty Gorbachev; Europeans were 
questioning whether Bush was up to the task. But the 
President devised military proposals that deftly turned the 
tables on the Kremlin; he also pulled off the seemingly 

impossible task of squaring the circle of deep differences 
between us and the Germans. His diplomatic triumph 
could not have been more complete. 

In early 1988 Bush was humiliated in the Iowa caucuses 
and trailed badly in the upcoming New Hamphire prima- 

ry. Yet within six weeks he clinched the nomination, 
knocking out his formidable rivals so quickly and with 

such seeming ease that the press corps missed the magni- 
tude of his achievement. They were thus unprepared for 
his remarkable campaign against Michael Dukakis, when 
the then-Vice President overcame a poll deficit larger than 
that of Harry Truman's in 1948 to win a landslide victory. 

It is difficult to recall today how much Republican 
conservatives distrusted Bush in 1980. By Reagan's second 
term, he was seen as the President's natural heir. 

Bush's low-key personality belies a formidable will and 
an independent judgment, which, combined with his enor- 
mous foreign policy experience, makes him superbly suit- 
ed to lead the West at a time of extraordinary ferment. 

BACK TO THE FUTURE 
Russian history provides useful yardsticks to judge how 

much of what Mikhail Gorbachev is doing is sizzle and 

how much of it is the steak itself. 
In the 1860s and again with the generation before World 

War I, reforms were en- 
acted,    the    scope    of 

which Russia has yet to 
see again. 

During the 1860s un- 
der Czar Alexander II, 

people won the right to 
trial  by jury,   and  the 

In the late 19th century, local governments won mean- 
ingful powers to administer their own affairs. Such auton- 
omy is still largely absent today. 

By the turn of the century, newspapers were virtually free 
of censorship, even 
though many were left- 
wing. Glasnost pales in 
comparison. 

From about 1890 to 
World War I, Russia had 
the world's largest eco- 
nomic growth rate, ex- 

Russian judiciary estab- (l. to r.) Stolypin, Gorbachev, Alexander II ceeding that of the U.S., 

lished a remarkable independence from the state that is a 
night-and-day contrast to the Soviet judiciary today. With 
the emancipation of the serfs in 1861 came the right to 
travel relatively freely both within the Empire and to other 
countries. Today Western diplomats are thrilled when a 
few thousand Soviets a year are permitted to emigrate. 

Between 1906 and 1911, a reform-minded premier, Pyotr 

Stolypin, enabled millions of Russian farmers to become 
landowners. Most of those farmers were put to death by 
Stalin in the early 1930s when he collectivized agriculture. 
Gorbachev has yet to effectively break up those collectives 
and reestablish the concept of private property. 

Germany and Japan. She was the world's largest exporter of 
grain. Russians were free to move their money in and out of 
the country as they saw fit. Today the economy remains in a 
straitjacket. One possible engine of growth, the coopera- 
tives (a Soviet name for private businesses), are being hit 
with more bureaucratic restrictions and a punitive tax code. 

The KGB remains a powerful, sinister organization. The 
Czar's secret police were Keystone Kops in comparison. 

The Russian military then was of a defensive posture. 
Today, Soviet offensive strength remains unmatched. 

The past provides the path for the future. Gorbachev's 
achievements to date remain painfully minute. 
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He also doesn't realize 
Hewlett-Packard makes PCs. 

J 

■- a trademark .if Intel Corporation 
Hi Icard Company CP-PC903 

That's unfortunate. Because 
Hewlett-Packard has a line of 
eight high-performance per- 
sonal computers. PCs which 
range from desktop and floor- 
mount In tel386-based power- 
houses to entry-level 8086- 
compatibles. PCs which offer 
you a better way of doing 
business. 

Hewlett-Packard personal 
computers give you plenty of 
opportunity for expansion. As 

The HP Vectra QS,20 PC One in 
a line of eight PCs from Hewlett-Packard. 



well as plenty of options. At the 
high end, you can get up to 8 
accessory slots, 620 Mbytes of 
hard disk storage, and 16 Mbytes 
of RAM. And on all models, you 
get a choice of video solutions 
and the flexibility of using 
either 5.25" or 3.5" disks. 

Beyond this, an investment in 
Hewlett-Packard PCs allows 
you to choose confidently from 
thousands of software applica- 
tions and peripherals. HP's strict 

adherence to industry stan- 
dards insures compatibility. 
Now, and into the future. 

But the most important feature, 
the one you won't get with any 
other personal computer, is 
Hewlett-Packard reliability For 
50 years, HP has promised, and 
delivered, exceptional quality 
in everything from calculators 
to HP LaserJet printers. 

Finally, every PC made by 

Hewlett-Packard is backed by 
an extensive network of trained, 
authorized dealers. For more 
information and the name of 
your nearest dealer, call 1-800- 
752-0900. You'll soon realize 
what an HP personal computer 
can do for you. 

There is a better way 

ra 
HEWLETT 
PACKARD 
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vationfrom Hertz 
belost without. 

Renting you a car is only part of our job at Hertz. Our computer monitors display a menu of more 
We also want to help you get where you're going.     than 500 local destinations—hotels, convention cen 
That's why we introduced Computerized Driving    ters, sports complexes, sightseeing attractions, etc 

Directions five years ago. 
And why we've just expanded its capabilities 

with the latest computer mapping technology (now 
available at 10 of our busiest locations). The video 
monitor displays a color map of the city and then 
draws the simplest route from the Hertz location to 
where you want to go. It will even show a close-up 
map of your destination, including minor 
cross-streets. 

Just press the button and the computer will 
print out easy-to-follow written directions (in your 
choice of five languages) that you can take along 
with you. 

Hertz is the only car rental company that offers 
you such a helpful navigational aid. In more than 7( 
locations, nationwide. 

So why go out of your way to rent from 
anyone else? » REG U S PAT OFF C HERTZ SYSTEM INC 198S 

m 

Hertz 
PAGE UP 

Hertz 

4- Pna Tm Stmrt Ov*r Pna For DttsMd Hap 4 

■»- £TA* 

Hertz rents Fords a d otheri necars. 
Herb. 



Commentary 
! on Events at Home and Abroad 

By Caspar \\. Weinberger, Publisher 

KOREA—LAND 
Korea today presents two faces to the world. One is the 

iresomely familiar one we see on the evening and morn- 
rig television programs of students throwing rocks and 
ireballs at policemen garbed in their familiar medieval- 
ooking helmets. The impression is one of continual disor- 

ler, turmoil and of a vastly unpopular government. 
The other face of Korea can be seen only by people who 

.ctually come to this extraordinarily prosperous country 
hat is moving, far more rapidly than most people realize, 

nto the difficult role of a practicing democracy under the 
eadership of President Roh Ti Wo, who 
las been in office for just a few months. 

He is a quiet and impressive man 
vho reminded Christopher Forbes and 
ne, when we met him a few weeks 
igo, that, while the U.S. has had over 
LOO years to achieve and practice de- 

nocracy, Korea is trying to do it virtu- 
dly overnight. Inevitably, that causes Seoul Olympics, 
stresses and strains, both from people who think the 
)rocess is moving too slowly and from those who believe it 

s moving too rapidly. 
In any event, President Roh is determined to nurture and 

•afeguard the delicate seeds of democracy that have so 
ecently begun to sprout. The true picture of South Korea 
s of a country with a remarkably vital and vigorous 
:conomy, which is expanding rapidly and continuing to 
liversify in ways that are providing many, growing invest- 

nent and employment opportunities. 
The marvel that is Korea is still not fully appreciated in 

hie U.S. Here is a country that considers a 5% growth in 
Jie GNP a recession and that continues to attract large 

oreign investments from most of the world, despite the 
act that North Korea's more numerous military force sits 
ess than 26 miles away and has been there since 1950. 

As is the case with Singapore and Hong Kong, Korea 
:ontinues to develop in a number of diverse ways. This 
imazes people unfamiliar with the great pulses of energy 
:hat resonate throughout that part of the Pacific which 
laily uses capitalist principles and demonstrates the ex- 

:raordinary power of the free market. 

IN TRANSITION 
Again as in Singapore and Hong Kong, much of Korea's 

growth is fueled by foreign investment attracted to a place 
that offers hope of substantial profits, despite the nearness 
of the North Korean military. 

South Korea realized early on that it would need, first of 
all, a strong military and, second, the friendship of a strong 
ally such as the U.S. It now has both. 

Hosting the Olympic Games was an enormous nation- 
al test for Korea, one it passed with flying colors. Virtual- 
ly all the people recognized that this was a rare opportu- 

nity to display to the world Korea's 
strengths and their patriotism. This 
they did in full measure, successfully 
conducting   the   Games   and   facing 
down North Korean demands that it 
be allowed to participate. They spared 
no effort. Most countries staging the 
Olympic Games will build one stadi- 

1988: a time of pride     um—Korea built seven. 
There are many signs of the rapid implementation of 

democratic principles, and there is no doubt that is causing 
some tensions. One sees it in free elections with far more 
diversity on the ballots; in labor negotiations resulting in 
far higher wages and thus a broader sharing of the benefits 
of Korea's prosperity. It is evident in the construction of 
low-income housing and community facilities of all kinds, 
in the proliferation of small businesses, and in the material 

and visible benefits of such diversity. 
I noticed it particularly in a small but significant and 

welcome sign. When we called on the president in the Blue 
House, the official residence set in a beautiful park, I saw 
hundreds of schoolchildren inside the heavily guarded 

park areas awaiting their turn to tour the Blue House. Such 
a vast number of visitors to the Blue House would have 
been unthinkable just a year ago. But now, with the advent 
of so much more democracy, it is indeed a welcome sight 
to see schoolchildren playing on the grounds awaiting 
their turn to see their president's official residence. 

South Korea is a good, prosperous ally, embarked on the 
difficult task of achieving democracy virtually overnight. 
We should help them do that—for our sake and theirs. 
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"Language is the 
picture and counterpart 

of thought." 
Mark Hopkins 

How will man and machine work together 

in the future? 

This intriguing philosophical and functional 

question has a promising answer: 

with the spoken word. 

And the machines will understand the words 

and respond. 

They will weld, or drive screws, or paint, or 

write - they will even understand different 

languages. 

To convert language into information a com- 

puter can comprehend, the AEG division of 

Daimler-Benz  is currently researching and 

Daimler BenzAG. Mercedesstrasse 136. D-7000 Stuttgart 60, Federal Republic of Germany 

, 



developing sophisticated new word-based 

systems. Man will talk to Machine and 

Machine will respond - for the benefit of 

Man. 

Together with its work in electronics, automa- 

tion and communications technology, this is 

one example of the vital and future-oriented 

activities being undertaken today by AEG. 

Working together with vehicle manufac- 

turing, aviation and aeronautics, our resear- 

chers are finding intelligent solutions to 

major challenges that concern us all. 

At Daimler-Benz, we speak your language. 

Daimler-Benz 



What can customers 
expect from the peopk 

of BeUSouth? 
Responsiveness. Objectivit 

And a commitment to 
putting the customer first 

These are the qualities of the 
men and women of BellSouth. Peo 
pie dedicated to making BellSouth 
one of the leading communication 
companies in the world. 

BellSouth people are design- 
ing, installing and maintaining 
sophisticated communications sys- 
tems throughout the Southeast am 
in more and more places across th« 
country and around the world. In 
each case, BellSouth is committed 
to putting the customer first. 

As part of that commitment, 
BellSouth was the first Bell holding 
company to recombine network 
and equipment operations so that 
customers could enjoy a single 
source for their telecommunica- 
tions needs. This new marketing 
approach is making it easier for 
customers to do business with 
BellSouth. 

When it comes to communi- 
cations products and services, 
BellSouth people can provide the 
solutions customers have a right to 
expect from a leader. 

For more information on 
BellSouth, call 1-800-522-2355. 

BELLSOUTH 
I \er\thinf} you expect from a leader.- 
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What's Ahead for Business 
Edited by Howard Banks 

Not too much, 
not too little, 

mostly just right 

So, with some luck, 
the 1985 Farm Act 
evidently worked 

Putting subsidies 
where they'll do 
the most good 

WINE AND ROSES ON THE FARM 
THE SUN IS SHINING ON THE NATION'S FARMS, but not too much, and the 
rain is—mostly—falling not too little. And, though the subsidies 
continue to flow, they are not flowing overgenerously. 

The direct cost of farm price support in fiscal 1989 (ending Sept. 30) is 
expected to be around $13.8 billion. That's up on fiscal 1988's $12.5 
billion, but nevertheless way down on the $25.8 billion paid in fiscal 
1986 and $22.7 billion in fiscal 1987. 

Moreover, the 1989 handout includes around $4.5 billion special 
disaster assistance to offset the effects of last year's drought. 

Another $1.5 billion will be paid out to cover 1988 crop losses to 
farmers who bought policies from the Federal Crop Insurance Corp. 
(Watch for trouble here: Premiums don't cover costs in this badly run 
program, and this year double the number of farmers have signed up.) 

The projection for fiscal 1990 is around $12.5 billion in price supports. 
In future years the White House hopes to peg it to around $10 billion. 
That, in constant (inflation-adjusted) dollars, is about the historic level 
of price support that ran through the mid-1970s. 

FARMERS' NET CASH INCOMES HIT AN ALLTIME HIGH IN 1988, at $58.3 
billion, up from $57.1 billion in 1987. Farmland values bottomed in 
1986, rising 3% in 1987 and 5% in 1988. Farmers' debt last year was 
$140 billion, down from a peak of $193 billion in 1983. 

These happy numbers are helped by better U.S. farm exports. Boosted 
by high grain sales to Russia, exports in fiscal 1989 are expected to be 
146.5 million tons, worth $39 billion (the highest value since 1982). 

Boosting farm exports was one objective of the 1985 Farm Act. It cut 
price supports to encourage farmers to sell their product rather than 
add it to the government's already stuffed stocks. Helped by a lower 
dollar, continuing world demand and, fortuitously, by the drought 
(which cut stocks and so raised market prices), the plan has worked. 

Improved U.S. competitiveness helped persuade other agricultural 
nations to agree to negotiate, through the General Agreement on 
Tariffs & Trade, to reduce market-distorting farm subsidies. 

IF ONLY IT WERE TO REMAIN THAT SIMPLE. Using this year's drought in 
Kansas and Iowa as the excuse (it's less bad and less widespread than 
feared), the farm lobby is pushing a new bailout program. 

The Administration wants a more flexible way to hand out farm 
subsidies. One would allow farmers to switch land planted under one 
crop to another in greater demand without losing permanently, as 
now, the right to future price support on the supplanted crop. 

There are also small signs that farm subsidies are being better directed 
(by imposing limits per farmer on cash paid out and on how many 
crops are eligible). This change won't prevent small, mostly uneco- 
nomic, farmers going broke, but it could prevent million-dollar pay- 
ments going to large, highly profitable agribusinesses. 
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Fears of a recession seem premature. The Forbes Index 
finished March with a 0.4% decline, and it now turns out 
the economy grew more slowly in the first quarter than 
originally estimated. The revised first-quarter gross na- 
tional product shows annual growth at 4.3% rather than 
the 5.5% reported earlier. Other data, however, point to an 

improving business climate. Following two monthly de- 
clines, the index of leading indicators rose 0.8% in April. 
Manufacturers' new orders increased 3%, to $129.2 bil- 
lion, the second-highest total on record, while inventories 
rose for the 22nd consecutive month. Personal income 
climbed 0.6%, to $2.6 trillion. 

The Forbes Index Components 
The Forbes Index is a measure of US economic activity 
composed ol eight equally weighted elements: Total in- 
dustrial production, new claims tor unemployment com- 
pensation, the cost of services relative to all consumer 
pnees, the level of new orders for durable goods com- 
pared with manufacturers' inventories, total retail sales, 
new housing starts, personal income, total consumer 
installment credit 

To measure these eight elements, FORBES monitors ten 
l US government data The last 14 months' data 

for each senes are presented at nghi 

160 200 

Industrial production index j 1967   -   1001 
seasonally adjusted |KJetjl R< 

Consumer price indexes (1982-1984 average ■ 1001 
all urban consumers, unadiustcd (Ocpt of Labor) 

New housing starts (thousands) 
privately owned, unadiusted {Dept. of Commerce) 

Inventories 

Manufacturers' new orders and inventories 
iSbillionsI seasonally adiustcd (Dept of Commcrcel 

Personal income |$billions) wage and salary dis- 
bursements, seasonally adiustcd inept of Commcrcel 

I nempltnment <.! \,„ ruopth Retail store sales if billions) 
seasonally adiusti i inept of Commerce) 

Consumer installment credit |$billions| 
total, seasonally adiusted (Federal Reserve! 
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Things of inspiration. 
How profound to think that these have 

meaning only because we give it to them. 
How marvelous to consider, that in our 

uniqueness, we can 
imbue ordinary doth, 
or stone, or words, 
with values and 
abilities and feeling. 

Phillips Petroleum 
Company celebrates 
in human genius 
that which hungers 
to inspire and be 
inspired. Without it, 
the products that 

we make would forever remain only objects. That 
without vision, an advanced composite could never 
make a plane lighter, a Petromat' make a road safer. 
A polyethylene save a life. 

A humbling thought, we think. 
And our inspiration to keep on inspiring 

others toward a better world. 
PHILLIPS PETROLEUM COMPANY 

For a copy of our annual report, write to Greg Derrick, Phillips Petroleum Company, 16A-1 Phillips Bldg., Bartlesville, OK 74004. 
» ^Trademark Phillips Petroleum Company 



CRESSID 

THE KING OF LUXURY 
PERFORMANCE SEDANS 
AND THE PRIDE OF TOYOTA. 

Not only is Cressida all-new for 1989. it's more powerful than ever. Six cylinders, fuel injection, 
twenty-four valves and 190 horsepower are all part of an engine package that demands to be 
opened up. 

The superb handling of Cressida's redesigned suspension, its graceful new styling and its 
Tegally appointed interior combine with this power to deliver a level of performance and style 
usually found only in more expensive luxury performance sedans. 

Finally, there is the reassurance of knowing that Toyota Quality has made Cressida the most 
trouble-free new car sold in America for the past two years* 

The 1989 Cressida. The pride of Toyota. And master of the asphalt jungle. 
A 36-month/36,000-mile basic new vehicle limited warranty with no deductible and no 

transfer fee applies to all components other than normal wear and maintenance items. 
Call l-800-GO-TOYOTA for more information and the location of your nearest dealer 

Get More From Life.. Buckle Up! 

TOYOTA QUALITY 
WHO COULD ASK FOR ANYTHING MORE! 
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Just as he said he would, in less than seven years Harold Sahlen 
built himself the country's second-largest private detective agen- 
cy. Too bad no one was investigating how it was done. 

Whodunit 

By Kerry Hannon 

A RELATIVELY SMALL OUTFIT Until 
last year, Deerfield, Fla.-based 

i Sahlen & Associates hit the 
big time as a private investigative 
company when it paid $43.5 million 
to acquire its far bigger rival, Globe 
Security Systems of Philadelphia. The 
acquisition made Sahlen second—a 
distant     second—to    Atlanta-based 

Equifax in its trade. It quadrupled Sah- 
len's revenues to $200 million and 
increased its employee roster six 
times to 12,000. 

Sahlen & Associates handled non- 
Secret Service security arrangements 
for President Bush's inaugural. It sup- 
plied bodyguards and roving security 
troubleshooters for the State Depart- 
ment. Sahlen operatives saw that 21 
of our embassies around the world 
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were well protected. 
All this has impressed some mighty 

smart people, who helped Harold Sah- 
len finance the Globe acquisition. 
And we mean mighty smart. There 
was Michael Milken, the Bass broth- 
ers and Richard Rainwater. Milken, 
the Basses and Rainwater wound up 
with more than 40% of the company 
through a partnership called Invest- 
ment Limited Partnership. 

The security and investigative firm 
went public in 1984 at $2 per unit, 
each one share and one warrant. By 
September of 1987 the stock was trad- 
ing over-the-counter at around 4 and 
Sahlen's market value was $36.6 mil- 
lion, up from $6 million in 1984. 

But apparently, while Sahlen was 
investigating other people, nobody— 
not even Milken or the Basses—was 
investigating Sahlen, who, it seems, 
was cooking the books. Sahlen alleg- 
edly lied to his auditors and systemat- 
ically invented his sales and profits. 
Even the sharp-eyed bookkeepers at 
Investment L.P. got taken for more 
than $25 million. "It was the best 
cover-up job I've ever seen," says 
Rainwater. "If they'd worked as hard 
and been as ingenious in their busi- 
ness as they were covering their mis- 
deeds, they'd have been a lot more 
successful." 

An ex-employee who claims he was 
told to falsify company financial re- 
ports blew the whistle and called in 
the Securities & Exchange Commis- 
sion. The commission and the compa- 
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ny looked hard at Sahlen's books. On 
Apr. 24 Sahlen said it had discovered a 
$45 million overstatement of its ac- 
counts receivables for the first eight 
months of fiscal 1989, ending June 30. 
Earnings would be lowered. Results 
for prior years would have to be 
restated. 

At the end of April the board fired 
Harold Sahlen, 43, the company's 
founder and chief executive officer, 
and three executive vice presidents. 
KPMG Peat Marwick, the company's 
auditor, withdrew financial reports 
for the last three years, and on Apr. 27 
trading of the stock was suspended. 
Shares had fallen to 43 cents. Finally, 
on May 30, the firm filed for Chapter 
11 bankruptcy protection. 

"Harold Sahlen was a man with a 
dream," says one stunned ex-employ- 
ee. "He wanted to be the biggest in 
the industry. Obviously, he didn't 
care how he got there." 

After leaving the University of Buf- 
falo in 1966, Sahlen worked as a 
small-time investigator helping the 
local district attorney's office track 
down illegal bookies. At the age of 26 
he started his own company to do 
undercover work in criminal investi- 
gations. The company wasn't a great 
success, but it caught the eye of 
Wackenhut, the $400 million Coral 
Gables, Fla.-based security firm. In 
1976 Wackenhut bought Sahlen's 
company and hired him as the eastern 
regional director of investigations. 

But Sahlen believed there was room 
in the fragmented $10-billion-a-year 
security and investigative industry for 
another supersleuth. So he quit in 
1981 and founded Sahlen & Asso- 
ciates. Sahlen, a big, blond, handsome 
guy, by all accounts was as good a 
talker as a sleuth. Soon his clients 
included General Foods, IBM and Tex- 
aco, among others. 

Well into 1988, smart securities an- 
alysts like Robinson Humphrey's 
Thomas Richter and Bear, Stearns' 
David Jordon were calling Sahlen & 
Associates "impressive," "recession- 
proof" and "underfollowed." Last July 
it was touted as a "Company to 
Watch" by Fortune. And Inc. maga- 
zine, as recently as May, ranked Sah- 
len the 18th-fastest-growing small 
public company in the country. 

Sahlen himself has apparently van- 
ished. Investment L.P., with its 40% 
share, and Wells Fargo, the company's 
main creditor, are calling the shots 
during the Chapter 11 proceedings. 
The private detective operation has 
been closed, but the security services 
continue to operate. 

Phones at the company are now be- 
ing answered "Globe Security." ■ 
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Is the AIDS epidemic spreading? The an- 
swers to the question are as much political 
as medical, as Michael Fumento has been 
learning—at some cost. 

Straight talk 
about AIDS 

By Joe Queenan 

IT DOESN'T PAY to be the bearer of 
good news. Since 1987 Michael 
Fumento has been trying to 

spread the reassuring word that AIDS 
is not going to carry off millions of 
Americans, that AIDS will not devas- 
tate the heterosexual population, that 
AIDS is not the late-20th-century ver- 
sion of the black death. As a result, 
Fumento has lost his job as AIDS ex- 
pert at the U.S. Commission on Civil 
Rights, had a juicy fellowship offer 
rescinded and been told he is not a 
nice person. Maybe the next time he 
opens his mouth he'll stick with 
something politically nonexplosive 
like, say, lupus. 

Fumento is the author of the forth- 
coming book The Myth of Heterosexual 
AIDS, to be published this fall by New 
Republic Books. His thesis is that 
AIDS, while a dread disease, is not 
another bubonic plague. Moreover, it 
argues, AIDS is not a disease that is 
easily transmitted, meaning the uni- 
verse of Americans likely to be infect- 
ed by it is clearly circumscribed. 

However, Fumento did not get in 
trouble for offending the gay lobby. 
He got in trouble for offending the 
conservatives. 

An attorney, he was working as a 
legal affairs writer for the Washington 
Times in late 1987 when he published 
an article in Commentary magazine 
declaring that AIDS would never be- 

Gregory Gavmont 

AIDS contrarian Mic/xiel Fumento 
A conservative who riled the wrong conservatives. 

41 



come a serious threat to heterosex- 
uals. This was a daring statement to 
make at a time of nationwide AIDS 
hysteria, but a good career move, be- 
cause, according to Fumento, the 
Commission on Civil Rights was 
looking for a right-wing AIDS special- 
ist, which is harder to find than a left- 
wing state trooper. So Fumento land- 
ed a job with the commission. 

Fumento, who describes himself as 
a "Burkean conservative," was sur- 
prised to discover that the excitement 
over AIDS wasn't just a liberal cause. 
After a few months on the job he 
penned a New Republic piece arguing 
that monogamy buffs in the Reagan 
Administration were using AIDS as a 
tool to terrify sexually adventurous 
Americans with a "chastity or death" 
message. They wanted to add to the 
anxiety for reasons of their own. 

As a result of the article, he was 
relieved of his AIDS chores and ban- 
ished to insipid fact-checking. And 
the think tank that was supposed to 
be giving him a fellowship had second 
thoughts. He eventually drifted off to 
write "The Incredible Shrinking AIDS 
Epidemic" for the American Spectator, 
a riveting article that he is expanding 
on in his book. 

It promises to be a corker. Essential- 
ly, Fumento denounces as "worth- 
less" and "garbage" most of the pro- 
jections about the size of the AIDS 
epidemic, noting that some of the in- 
formation disseminated in the press 
has been provided by crackpots, while 
a great deal of the statistical data gen- 
erated by the Centers for Disease 
Control is high-class guesswork. 

Fumento is even more critical of 
Surgeon General C. Everett Koop, 
whom he accuses of contributing to 
the AIDS panic by citing irresponsibly 
ominous statistics. 

"I've thought about Koop for a long 
time, and the best word I can come up 
with for him is 'bewildered,' " says 
Fumento. "He came in and expected 
to wage war against cigarettes and 
poor nutrition and things like that; he 
had no idea that this thing [AIDS) was 
going to come down the pike." 

Fumento argues that new infec- 
tions among homosexuals have 
dropped dramatically because word 
about AIDS is out, while the number of 
drug users left to be exposed has 
topped out because there are only so 
many drug users and partners left to 
contaminate. Citing data compiled by 
Alexander Langmuir, former chief 
epidemiologist at the CDC, Fumento 
believes that the number of Ameri- 
cans who will have contracted AIDS by 
1992 could be as low as 200,000—far 
lower than the Rand Corp.'s estimate 
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of 400,000 to 750,000. 
This is a genuinely terrifying num- 

ber, but it is dwarfed by the number of 
people who will die of cancer and 
heart disease in the next few years. 
Fumento fumes that precious intel- 
lectual resources are being diverted to 
AIDS research from diseases that are 
more menacing to society as a whole. 

"We could buy one less MX missile 
and come up with the funding for AIDS 
research," he reasons. "But research- 
ers are extremely finite. It takes ten 
years to take a kid out of high school 
and make him into a good AIDS re- 
searcher. And a lot of the AIDS re- 
searchers are coming from the closest 
related field: cancer." 

Fumento feels that alarming projec- 
tions about the spread of AIDS into the 
heterosexual population served the 
interests of several groups. One group 
was journalists, who revel in night- 
marish stories and are willing to cite 
the most dire statistics, even when 
the numbers are supplied by "ex- 
perts" with dubious credentials, or by 
certain organizations whose epidemi- 
ological prowess is in question. 

For gays and many liberals, the dis- 
ease has become a political rallying 
point, and, as Fumento learned, some 
people on the right are cynical about 
exploiting it, too. 

Fumento says that AIDS activists, 

quite intelligently, decided early on to 
shout their message at the very high- 
est pitch. "It's a bumper sticker dis- 
ease," he remarks, suggesting that 
scaring the daylights out of white, 
middle-class suburbanites may have 
been the only way AIDS activists could 
have corralled the dollars needed to 
combat a disease whose principal vic- 
tims are socially unfashionable black 
females and homosexuals. 

A veritable geyser of unpopular 
opinions, Fumento says that if a re- 
cent Kinsey Institute estimate is cor- 
rect, gays do not make up 10% of the 
U.S. population, as is commonly 
claimed, but something more like 
4%. Obviously, this would diminish 
gays' political clout. 

Politics aside, if Fumento is right, 
brokers and investors ought to stop 
playing the find-the-AJDS-cure game. 
A lot of people think an AIDS cure will 
be a gusher for the drug company that 
manages to devise it. But Fumento 
isn't so sure. 

"AIDS will go down from an epidem- 
ic to an endemic level by 1996," says 
Fumento. "If someone had come up 
with a 'cure' a couple of years ago, he 
would have been hailed as the next 
Jonas Salk. But now, when an AIDS 
vaccine is discovered, people will say, 
'Oh, that's good, that's great, that's a 
good thing.' " ■ 

Mylan Laboratories suspected something 
peculiar was going on at the Food & Drug 
Administration. It turned out to be right. 

Drug abuse 

By Janet Novack 

T| HINGS GOT so bad that Mylan 
Laboratories Inc. Chairman 

Roy McKnight hired a private 
detective to investigate the Food & 
Drug Administration. When certain 
competitors went to the agency for 
approval of a new generic drug, their 
applications tended to get prompt re- 

view and approval. But in too many 
important cases, Mylan's applications 
got lost in the shuffle. 

The results of McKnight's very 
gutsy move? Two FDA officials have 
already pleaded guilty to taking bribes 
from Mylan competitors; half a dozen 
generic companies could end up being 
implicated; and the FDA'S generic drug 
division is now the target of a House 
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investigating subcommittee. 
Pittsburgh-based Mylan is one of 

the leading players in the rapidly 
growing $6.5-billion-a-year generic 
drug market. But in 1985 Mylan began 
having peculiar troubles with the 
FDA'S Division of Generic Drugs. In 
one case, an agency supervisor, 
Charles Chang, reassigned a Mylan 
application to a new reviewer twice, 
just as it was about to be approved. In 
another, Mylan's application was held 
up so that a new, untested competitor 
could get a foothold in the market. 

Mylan complained to Chang's boss, 
Division of Generic Drugs Director 
Dr. Marvin Seife, and to his bosses. 
Which seemed only to make matters 
worse. Seife, who was re- 
moved from his FDA posi- 
tion in May, started dodg- 
ing meetings with Mylan 
executives. 

Meanwhile, Mylan's 
business was hurting. 
McKnight and Mylan Presi- 
dent Milan Puskar claim 
the company missed at 
least $50 million in sales as 
a result of improper FDA de- 
lays of its applications. Sig- 
nificantly, the first generic 
on the market can earn a 
pretax profit margin as high 
as 80%. As more competi- 
tors win approval, margins 
drop dramatically. That's 
part of the reason that My- 
lan, a onetime highflier, has 
seen its still healthy mar- 
gins eroding. In its fiscal 
year ended Mar. 31, it 
earned $18 million, or 50 
cents a share, on sales of 
$88 million, down from a 
record $25 million, or 70 
cents a share, on $96 mil- 
lion in sales the year before. 
Mylan's stock, a favorite 
target of shortsellers, now 
trades around 10, down from a high of 
18 in 1986. 

Mylan's gumshoe came up with ev- 
idence, including photos, that Chang 
was on the take. Mylan then made 
another unusual decision: It took its 
case to Representative John Dingell 
(D-Mich.), the noisy chairman of the 
Energy & Commerce Committee and 
its investigating subcommittee, who 
makes something of a career out of 
business-bashing. Mylan simply 
didn't trust the FDA to heal itself. 

Mylan, according to subcommittee 
sources, was in fact only one of at 
least four companies that had gone to 
FDA officials to complain—with no 
result. (As recently as last December, 
the FDA did an internal review and 
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concluded that its generic drug review 
process was "basically sound.") 

Says Mylan's McKnight: "We spoke 
to five or six people running compa- 
nies in our industry. They all had sim- 
ilar problems. They all said, 'Yes, we 
will come forward and help you.' Ex- 
cept when it came time to do it they 
backed off. They were afraid of possi- 
ble retaliation and retribution." 

Indeed, the same day in May that 
representatives of AMEX-listed, Pomo- 
na, N.Y.-based Barr Laboratories Inc. 
(fiscal 1988 revenues, $57 million) ex- 
coriated the FDA in testimony before 
Dingell, FDA inspectors arrived to in- 
spect its plant. Dingell cried foul, and 
the FDA called off its hounds. Food & 
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Drug Administration officials now 
say they can't recall why Barr's name 
got put on the inspection list. 

In any case, U.S. Attorney for the 
District of Maryland Breckinridge 
Willcox, who is handling the continu- 
ing FDA criminal probe that netted 
Chang, says his investigation "has re- 
vealed serious flaws in the approval 
process for generic drugs." 

Now that the lid has been lifted, 
what has happened? Chang pleaded 
guilty in May to racketeering—specif- 
ically, taking bribes worth more than 
$18,700, including a load of furniture 
from Seaman's, a trip around the 
world and an IBM PC—from the chief 
executive officer of American Thera- 
peutics, Inc. of Bohemia, N.Y. and a 

consultant for the company. (Ameri- 
can Therapeutics and its chief execu- 
tive officer have not been charged as 
of this writing.) Chang, now singing 
to Willcox, says he slipped ATI confi- 
dential information about competi- 
tors and gave its applications to 
speedy (and corrupt) drug reviewer 
David Brancato. 

Raj Matkari, vice president of regu- 
latory affairs at Pharmaceutical Ba- 
sics, Inc. of Denver, Colo, (owned by 
Akzo N.V., a Dutch company), has 
pleaded guilty to giving Chang a 
$2,000 illegal gratuity. (The money 
was his own, and his company will 
not be charged in the case, according 
to Matkari's attorney.) A knowledge- 

able source says that Chang 
also took as much as 
$60,000 more from two 
other companies. In addi- 
tion to the companies, oth- 
er FDA employees could 
well be charged. 

Brancato, for his part, has 
pleaded guilty to illegally 
taking $4,300 from Ashok 
Patel, a senior vice president 
of NYSE-traded $100 million 
(fiscal 1988 sales) Par Phar- 
maceutical Inc., based in 
Spring Valley, N.Y., and Di- 
lip Shah, president of Par's 
Quad Pharmaceuticals sub- 
sidiary. Patel has resigned 
and agreed to plead guilty,- 
Shah is on leave, and his 
attorney declines comment. 
Neither has been charged as 
of this writing. 

What does all this mean 
for the generic industry and 
Mylan? For now, the shake- 
up at the generic division is 
slowing drug approvals 
even further. For sure, the 
process will become more 
formal, with, for example, 
contacts between industry 

and drug reviewers better document- 
ed. Besides bribery, the investigations 
of the generic division have also un- 
covered shockingly lax management 
and a general indifference to the FDA'S 
own ethical guidelines. All of which 
made it easier for criminal behavior to 
flourish at the agency. 

These are relatively tough times for 
most generic drug makers; few block- 
buster drugs are coming off patent, 
and fierce competition is leading to a 
shakeout. The investigation could 
hasten that shakeout. But at least My- 
lan and the vast majority of honest 
generic makers should have what 
McKnight and Puskar say they were 
after all along: a level playing field and 
an honest umpire. ■ 

43 



For sale: Hawaiian Airlines, the state's 
leading carrier, serving some of the most 
beautiful real estate in the world. 

What's Hawaiian 
for "rotten 

management"? 
By Marc Beauchamp 

SINCE 1982 Hawaiian Airlines' 
revenues have more than tri- 
pled, to $354 million last year. 

In the Islands, after all, regional air- 
lines are indispensable for business 
and tourism. During that time 
Hawaii's visitor count has risen from 
4.2 million to 6.1 million, with free- 
spending Japanese accounting for 
most of that growth. 
And yet John Magoon Jr., 
73, chairman and 53% 
shareholder of HAL, Inc., 
the parent company of 
Hawaiian Airlines, is 
trying to sell out. 

Why? Over the past 
quarter-century he has 
managed to run the 
state's leading carrier al- 
most into the ground. 

Despite the strong rev- 
enue growth, the airline 
has turned a profit in 
only two of the past sev- 
en years, losing a total of 
$31 million. The airline 
posted an astounding 
$7.4 million loss for the 
first quarter of 1989. 
Frets Roger Ulveling, di- 
rector of Hawaii's De- 
partment of Business &. 
Economic Develop- 
ment: "Hawaiian and |smaller rival] 
Aloha Airlines provide a service that's 
critical for the state. If something 
were to happen to modify that level of 
service, it would be serious." 

How do you flirt with bankruptcy 
in a business that is indispensable 
during an unprecedented economic 
boom? You get swell-headed, expand 
stupidly, manage poorly, neglect 
maintenance, delay and cancel flights 
and then plunge into a ruinous price 
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war trying to gain market share. 
Hawaiian, founded in 1929, let de- 

regulation go to its head. It began fly- 
ing charters around the world, sched- 
uled flights to South Pacific points 
such as American Samoa and Tonga, 
and, in 1985, with the acquisition of 
five L-1011 wide-body jets, it began 
regular scheduled flights to West 
Coast cities such as Los Angeles, San 
Francisco, Las Vegas and Seattle. 

Unit email Airlines'John Magoon Jr 
A reputation for being unrealistic. 

"In hindsight," says Chief Operat- 
ing Officer Albert Wells, "we did all 
that too quickly. We bought the 
equipment and hired and trained per- 
sonnel before we had developed the 
markets fully." 

Hawaiian watched its maintenance 
costs more than double, to $70 mil- 
lion, between 1986 and 1988. Its aging 
fleet faces unique problems—corro- 
sion from salt air and wear and tear 
from frequent short hops. Last year 

part of the top blew off an Aloha Air- 
lines jet bound from Hilo to Honolulu 
because of stress fractures. 

Hawaiian Air wound up with so 
many aircraft out of commission for 
routine maintenance that it has been 
forced to pay passengers bumped from 
canceled flights. The bill: more than 
$8.5 million last year, versus $1 mil- 
lion in 1986. As recently as March, for 
example, only about two-thirds of its 
inter-island flights ran on time, com- 
pared with 85% for privately held, 
$145 million (1988 revenues) Aloha, 
which has been solidly profitable for 
five of the past seven years. 

To compete for traffic from the 
mainland against heavyweights like 
United and Continental, Hawaiian 
was forced to heavily discount tick- 
ets. Result: While the carrier's load 
factor is among the highest in the U.S. 
industry (65.2% in April), it has one of 
the lowest yields per passenger. 
"Maybe we've overdone it on dis- 
counts," concedes Wells. 

Despite these problems and with 
the shares trading (AMEX) at around 
30, Magoon says he's holding out for 
$45 to $50 a share. 

Is Hawaiian worth it? Its fleet of 30- 
odd planes is mostly leased and heavi- 

ly leveraged. Its overseas 
routes? San Francisco- 
and Los Angeles-Hono- 
lulu are saturated routes. 
Hawaiian's routes to 
Australia and New Zea- 
land are heavily regulat- 
ed. Hawaiian owns and 
operates an $8.5 million 
airport it built in the 
pineapple and cane fields 
of west Maui near the 
Kaanapali and Kapalua 
resorts, but its 3,000- 
foot runway can handle 
only smaller planes like 
Hawaiian's 50-passenger 
Dash 7s. 

Not too surprising 
that four buyout deals 
have fallen through in 
the last two years. But 
then Magoon has a repu- 
tation for being unrealis- 
tic. He had not a jot of 

airline experience, for example, when 
he bought control of the carrier in 
1964. Born into a kama'aitm (longtime 
nonnative) family with extensive real 
estate holdings around Waikiki, Ma- 
goon owned a linen supply and indus- 
trial laundry firm, which he sold in 
the early Sixties to a large mainland 
company, Steiner Corp. 

A proud and stubborn man, Magoon 
has always insisted on being heavily 
involved  in  operations.   Hawaiian's 
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nost experienced hand, President 
Paul Finazzo, 59, a veteran of a Main- 
and charter outfit, departed in April 
ifter 6'/2 years, during which he pilot- 
ed Hawaiian's expansion. Insiders say 
Finazzo and Magoon often clashed 
aver what Magoon felt were Finazzo's 
lardball tactics. (Shortly after he ar- 
rived, for example, Finazzo threat- 
ened to take the carrier into Chapter 
11 if union employees didn't agree to 
lefty concessions; he prevailed.) All 
vlagoon will say about his longtime 
ieutenant is, "He resigned." Magoon 
issumed Finazzo's title and elevated 

Senior Vice President of Operations 
Wells, a well-liked executive, but no 
visionary, to chief operating officer. 

Who will buy such a company and 
straighten out the mess? A Japanese 
company? The Japanese have poured 
hundreds of millions of dollars into 
hotels and resorts in Hawaii (FORBES, 
Feb. 22, 1988) and the South Pacific 
and are patient long-term investors. 
Last year a unit of Japan Air Lines paid 
$19.5 million for a new class of pre- 
ferred stock convertible into 20% of 
Hawaiian's stock (the equivalent of 
$40 a share). However, federal law 

prohibits foreigners from owning 
more than 25% of a U.S. carrier. Snaps 
Wells, a plainspoken Marine Corps 
fighter pilot during World War II: "I 
think it's a bad law. It's just like a 
trade barrier." 

Meantime, Magoon and Wells have 
brought in a new vice president of 
maintenance. They have also dramat- 
ically improved Hawaiian's on-time 
performance. In May, for example, it 
jumped to 91% for inter-island routes. 
It will take much longer, however, to 
change customers' perceptions. The 
"For Sale" sign is still up. ■ 

How a federal judge in Denver dealt a 
Muzzling setback to U.S. efforts to compete 
with the Japanese in big-screen TV. 

Severed heads 
and wasted 
resources 

By George Gilder 

irett Kingstone of Fibermedia (formerly FiberiiewJ 
\n American hope, put out of business. 

:ORBES, JUNE 26, 1989 

T| HREE MONTHS AGO Brett Kklg- 
stone was one of America's 

great hopes in the fight against 
the Japanese for the television market 
of the future. Kingstone's company, 
then called Fiberview (FORBES, Feb. 
20), was producing an ingenious fiber- 
optic display panel. This was a large, 
solid state screen much thinner than a 
conventional television screen. This 
technology may lead to an inexpen- 
sive flat TV that will hang on a wall, 
like a picture. 

It is an impressive device. On the 
morning of Mar. 22, in a packed con- 
ference room in the U.S. Capitol, 
Kingstone demonstrated a 3-by-4-foot 
version of Fiberview's flat screen be- 
fore the House Committee on Sci- 
ence, Space & Technology. Looking 
on were representatives from the U.S. 
Commerce Department, the Defense 
Advanced Research Projects Agency, 
Zenith, AT&T, Bellcore and many 
others. 

Five days later a federal judge virtu- 
ally put Kingstone out of business. 
Without a word of warning to Fiber- 
view, the judge sent U.S. marshals to 
raid the company's Boulder, Colo, of- 
fices and confiscate Fiberview's 
screens, manufacturing equipment, 
financial records and customer lists. 

Was the judge dealing with a drug 
dealer? No, just an innovative elec- 
tronics firm. Nonetheless, the judge 
effectively closed down the firm with- 
out giving the company an opportuni- 
ty to defend itself. Three weeks later 
the judge upheld his injunction when 
he ruled that Fiberview had stolen 
trade secrets belonging to a rival firm 
heavily financed by the Japanese. 
That decision put Fiberview (since re- 
named Fibermedia) out of the flat 
screen business indefinitely. 

Federal district judge Lewis Bab- 
cock was acting at the behest of Ad- 
vance Display Technologies Inc. ADTI 
is a Fiberview rival that has been fi- 
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nanced in large measure by its Japa- 
nese licensee, Mitsubishi Rayon, Inc., 
a subsidiary of the giant Japanese con- 
glomerate. Using equipment shipped 
by ADTI to Japan and installed under 
the guidance of ADTI engineers, Mit- 
subishi's plant in Tokohashi, outside 
Tokyo, is now the world's only seri- 
ous facility producing large fiber-optic 
screens, the same type of screen that 
Fiberview hoped to produce here. 

The story starts with William 
Glenn. Glenn is a brilliant electrical 
engineer and inventor who worked for 
General Electric and directed CBS Lab- 
oratories, and is now a high definition 
TV consultant based in Dania, Fla. 
Now a director of Fibermedia, he 
holds more than 100 patents in the 
U.S. alone. But the most important 
one, in terms of developing flat fiber- 
optic display screens, was to conceive 
a cost-effective way to manufacture 
the screens in volume. Glenn and his 
research sponsor at the time, New 
York Institute of Technology, patent- 
ed this manufacturing technique in 
the U.S., Japan and Europe. The tech- 
nique is at the center of the dispute at 
the Colorado hearing before Judge 
Babcock. 

The case reached the court through 
the efforts of a couple of clever busi- 
nessmen, Steven Sedlmayr and Steven 
Knudson, both of Denver. In 1983, 
trying to learn how to build fiber 
screens, Sedlmayr visited Glenn's lab- 
oratory in Florida. He says, during an 
interview with FORBES, that he and 
Glenn talked about Glenn's manufac- 
turing process. He also says he picked 
up copies of Glenn's patents and 
thought they were worthless. 

Sedlmayr, now 39, is a bold entre- 
preneur. After losing his house in one 
business failure, he returned to the 
fray with funds from family and 
friends to do something in fiber-optic 
display screens. He has an eccentric 
side. A former employee recalls Sedl- 
mayr saying that his innovative pow- 
ers originated after an automobile ac- 
cident in which he drove his Corvette 
off a cliff. His head, he averred, was 
severed entirely from his body and 
sewn back on by an angel who infused 
him with divine creative fire. 

In 1983 Sedlmayr launched ADTI in 
Golden, Colo. The business plan was 
to create fiber displays for instant re- 
plays and advertising at sports arenas. 
ADTI was not far from Denver, the 
world's penny stock capital. With the 
help of Steven Knudson, an aggressive 
young Denver corporate finance law- 
yer, ADTI went public (at $1 a share) in 
1986. The issue raised a net of some 
$4.2 million. Knudson joined the 
company as vice president. 

Public equity in hand, Sedlmayr 
and Knudson set about spending it. 
They paved ADTI'S headquarters lobby 
in marble, put in pillars and a foun- 
tain with an elegant female statue in 
the middle and goldfish swimming 
around it. There was an opulent con- 
ference room, a top-of-the-line audio- 
visual facility and more marble floors. 

Sedlmayr bought several luxury cars 
and surrounded his estate with concen- 
tric fences and guard dogs. Knudson, 
meanwhile, purchased a many-gabled 
mansion near billionaire Marvin Da- 
vis' former mansion, in Denver's ex- 
clusive Cherry Hills suburb. 

The fight in Judge Babcock's court- 
room would probably be of little last- 
ing interest were it not for the fact 
that in 1986 Japan's Mitsubishi, 
through its Mitsubishi Rayon unit, 

Federal Judge lewis Babcock 
Fiberview was "100% incredible." 

got involved. Mitsubishi Rayon man- 
ufactures plastic fiber. When little 
ADTI ordered some 2 million feet of 
fiber for screens, Mitsubishi came to 
investigate its new customer and dis- 
covered a seemingly impressive com- 
pany with plush headquarters and in- 
novative technology. 

Sedlmayr and Knudson negotiated a 
licensing and technology deal under 
which Mitsubishi would put up $5.5 
million for what it thought was rights 
to a cost-effective manufacturing pro- 
cess for fiber-optic screens. (Mitsubi- 
shi was apparently unaware of the 
original Glenn patents.) During 1987 
\pi i sent the key clement of the man- 
ufacturing assembly to Japan, and sev- 
eral teams of engineers to transfer the 
technology to Mitsubishi. 

It was at about this time that Brett 
Kingstone entered the picture. While 
still an undergraduate business stu- 
dent at Stanford, Kingstone and fel- 
low students had handcrafted several 
fiber-optic screens and later won con- 

tracts to put fiber-optic displays in 
Tokyo Disneyland and Epcot Center. 
In 1987 Kingstone was hired to look 
into ADTI by a Chicago conglomerate, 
Quixote Corp., which was seeking in- 
vestments in fiber optics. 

Kingstone quickly concluded that 
ADTI'S success in automating the pro- 
cess of screen fabrication was built 
upon the Glenn patents. Kingstone 
bought the exclusive worldwide 
rights to those patents last year and 
launched Fiberview, in Boulder, to 
produce flat screens. He subsequently 
brought Glenn into Fiberview. 

Kingstone started Fiberview with 
several of the best ADTI engineers. 
These included Michel Cuypers, who 
had guided Mitsubishi through the 
process of building its first screen. 
Cuypers began his job at Fiberview by 
spending a week at Glenn's Florida 
laboratory. It was there, he says, that 
he learned for the first time that he 
had been using Glenn's manufactur- 
ing process while working for ADTI 
and Mitsubishi. 

Soon after Mitsubishi began pro- 
ducing screens, the New York Insti- 
tute of Technology notified both ADTI 
and Mitsubishi Rayon that they were 
infringing on the Glenn/New York 
Institute of Technology patent, ADTI 
denied (and still denies) the charge, 
which has never been tested in court. 
But Mitsubishi was worried enough 
to try to invalidate the Glenn patent 
then pending in Japan. The Japanese I 
patent court rejected Mitsubishi's ef- 
fort to annul the patent. 

ADTI was soon broke again, having 
failed to get additional large orders. 
Knudson, the lawyer, became presi- 
dent and sought refuge in litigation. In 
early March he charged Kingstone and 
Fiberview with stealing ADTI'S trade 
secrets, citing former ADTI engineers 
hired by Kingstone. 

Judge Babcock ruled correctly that 
the name "Fiberview" had already 
been registered as a trademark by 
ADTI; not even Kingstone contests 
that part of the case. What is puzzling 
is why the judge used the heavy-hand- 
ed tactics of surprise searches and sei- 
zures against Kingstone and Fiber- 
view. Also puzzling is his differing 
response to the two parties in the 
case. The judge declared Kingstone 
and Fiberview—apparently including 
Glenn, one of his generation's most 
successful engineers and inventors— 
to be "100 percent incredible." Of 
Kingstone, Babcock said: "I don't be- 
lieve a thing he says." On the other 
hand, Sedlmayr, the man who once 
claimed his severed head was reat- 
tached by an angel, was "completely 
credible," said the judge. 
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Kingstone, who has renamed his 
firm Fibermedia, is appealing Bab- 
cock's injunction; but the appeal 
could take over a year. Using Wilson, 
Sonsini, Goodrich & Rosati, leading 
Silicon Valley patent attorneys (who 
are working for Fibermedia on a con- 

tingency basis), Fibermedia will soon 
hit Mitsubishi Rayon with a patent 
infringement suit in Los Angeles. 

Meanwhile, using the ADTI process, 
Mitsubishi Rayon is importing 
screens from Japan. Fibermedia is pur- 
suing an action under section 337 of 

last year's Trade Act to stop Mitsubi- 
shi's screen imports. Once again, 
Kingstone is spending a lot of time in 
Washington as he makes his case to 
lawyers and politicians. He says he 
would rather be building the new gen- 
eration of fiber-optic screens. ■ 

Some of Detroit's cars are mighty fuel- 
efficient. But when it comes to meeting the 
government's toughening fuel economy 
standards, most of those dont count. 

With friends 
like this ... 

QtSS B slackman 

:s^,v-"" «$ ,;«;.:. m.'-.i^f I 

By Jerry Flint 

WHEN THE HOMETOWN team 
builds the ballpark, expect the 
layout to favor home-team 

hitters. So when it comes to automo- 
bile regulations, why does Congress 
make life tougher for American com- 
panies than for foreign rivals? 

It works this way: The most fuel- 
efficient cars are the smallest, many 
of them made in Japan and Korea. 
Even GM, Ford and Chrysler get most 
of their fuel misers from affiliates in 
Japan and Korea. That's how the inter- 
national car market works. But be- 
cause of a quirk in the U.S. law, 
American companies can't count the 
cars they import from Asia when fig- 
uring out the average fuel efficiency of 
all the cars they sell. These are kept 
on a separate list of imports only. 

For example, Ford can't count 
among its domestic sales its Festivas 

that get up to 48mpg and come from 
Korea, or its Tracer models that get up 
to 36mpg and come from Mexico. 

Is this important? Hundreds of mil- 
lions of dollars in fines could turn on 
this point, and jobs may leave the U.S. 
because of it. 

Figured according to the law as it 
now reads, GM'S 1990 cars will aver- 
age 27 miles per gallon. That falls 
short of the 27.5 minimum called for 
in the Energy Policy & Conservation 
Act of 1975. If the law were changed 
to allow GM to include its imports, 
the company's fuel economy average 
would climb 0.6mpg and the compa- 
ny would pass with flying colors. The 
way it stands now, GM may have to 
pay $90 million in fines. 

GM isn't happy. "If you're really in- 
terested in saving energy, what does it 
matter where the car comes from?" 
fumes GM lobbyist Mark Kemmer. 

But the congressmen who wrote the 

law more than a decade ago were in- 
terested in more than just saving ener- 
gy. Prodded by the autoworkers' 
union, Congress inserted a clause for- 
bidding U.S. companies to include 
their imported cars in domestic fuel- 
efficiency calculations. The lawmak- 
ers' intention was to force Detroit to 
build more small cars in the U.S. in- 
stead of getting them from abroad. 

Now it may boomerang. Ford, for 
example, plans to make more than 
25% of the content of some of its 
bigger cars abroad. That way, less 
than 75% of those gas-guzzlers will be 
made in the U.S., and therefore they 
won't be included in Ford's overall 
fuel-efficiency calculations. Under 
the fuel-efficiency law, a car with less 
than 75% U.S. content is not counted 
as a domestic model. Without these 
gas gulpers, Ford's fuel-efficiency av- 
erage improves—on paper at least. 

GM, by contrast, gets hurt by the 
75% rule. The company builds fuel- 
efficient GEO Prizms at its joint ven- 
ture with Toyota in Fremont, Calif. 
But GM can't count the GEO Prizms in, 
its domestic fleet average because 
they are not considered 75% made-in- 
the-U.S.A. But Toyota models made 
at the Fremont plant do count in 
Toyota's fleet average. 

GM and Ford expect to wiggle out of 
fines next year by taking credits for 
earlier years when they surpassed the 
efficiency requirements. But those 
credits are running out. 

Are Detroit's lobbyists working to 
change this rule? Absolutely not. 
Amid the near-panic over global 
warming, the Exxon spill and pollu- 
tion, Washington is talking about 
pushing the fuel average requirement 
to anywhere from 33mpg to 45mpg. 

Politicians, of course, don't like 
fuel-efficient cars themselves—check 
their parking spaces at the Capitol. 
Even the new boss of the Department 
of Transportation, Samuel Skinner, 
drove a BMW, a most fuel-inefficient 
car, until he joined the Cabinet. 

But politicians do enjoy setting 
standards for other people to meet, 
and Detroit's lobbyists figure that try- 
ing to rewrite the law now would only 
make things worse. 

They may be right. With the U.S. 
government as a friend, who needs 
enemies? ■ 
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<Jow it's possible to do just about anything you can 
hink of, faster than you can think. 

Introducing the COMPAQ DESKPRO 386/33 
'ersonal Computer. Never before has so much 
;>erformance, expand- 
ability and storage 
;>een put into one 
lesktopPC.And 
jiever before has one 
'C been capable of 

I o much. 
Inside its new 

ystem unit, you'll 

INTRODUCING 
THE COMPAQ 

DESKPRO 386/33 

CPU-intensive applications over 25-MHz 386 
cache-based PC's. 

Or said another way, nothing will slow you 
down. No matter what you want to do. 

You can expand 
the 2 MB of standard 
RAM up to 16 MB 
using the high-speed 
32-bit slot. That leaves 
up to six industry- 
standard slots free 
to customize the 
system to the 

I total of 
ight expansion slots 
;f you customize the system 
) your needs by expanding 
xemory and choosing from 
housands ofindustry- 
'andard expansion boards. 

ind that our engineers 
lave redesigned just about every component to 
deliver a minicomputer level of power with 

unmatched PC flexibility. 
So you can use it as a stand-alone 

PC, putting its power to 
work on the most 
demanding CAD/CAE, 
financial analysis, 

atabase 
management 
and other 
personal 
productivity 
applications. 

Or you 
can spread 

he power around, using the COMPAQ 
)ESKPRO 386/33 as the driving force 
or a network or multiuser system. 

At the heart of the system is the 
ntel 386™ microprocessor. Running at 
blazing 33 MHz, it works in concert 

\rith a series of technological advance- 
ments. Like a 33-MHz cache memory 
ontroller with 64K of high-speed 
tatic RAM. Interleaved memory archi- 
ecture. And the exclusive COMPAQ 

optional COMPAQ Advanced 
lexible Advanced Systems Architecture.  Graphics 1024 Board. 
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High-speed VGA graphics 
are built in. And for greater 
graphics capabilities, add the 

This high-performance combination 
elivers a 35% performance improvement in 

demands of 
the application you're using. 

If your job is particularly 
demanding, you can use up to 
five high-performance inter- 
nal storage devices to hold up 
to 1.3 gigabytes of data. And 
if that's not enough, bring 

total system BuUt.in 

Storage tO 2 6 interfaces 
o '      make it easy to connect pointing 

gigabytes With       devices, printers, plotters or 
001 other peripherals without using 
the Optional an expansion slot. 

COMPAQ Fixed Disk Expansion Unit. 
There's more. You can run MS-DOS®, 

MS9 OS/2, Microsoft0 Windows/386 
and the XENIX9 and UNIX" operating 
systems. Access memory over 640K 
under DOS with the COMPAQ 
Expanded Memory Manager that sup- 
ports Lotus/Intef/Microsoft (LIM) 4.0. 
And speed through calculations with 
33-MHz Intel 387™ and Weitek 3167 
coprocessor options. 

All the new advancements engi- 
neered into the COMPAQ DESKPRO 
386/33 deliver an unmatched level of 
power, expandability and storage. 

To do anything you want. 

comma 
It simply works better" 



IN 386 PERSONAL COMPUTING, 
YOU'RE LOOKING AT 

THE MOST WANTED LIST. 
In 1986, Compaq introduced the world to personal 
computers based on the 386 microprocessor. 

Since then, we've made it possible for every 
level of user to work with this powerful technol- 
ogy. In fact, more people work with COMPAQ 
386-based PC's than any other 386's worldwide. 

Today, Compaq offers the broadest line of 
these high-performance personal computers. 
Each delivers significant technological advance- 
ments developed by Compaq engineers. Each 
delivers optimum performance for the needs of 
different users. And each is built to the highest 
standards for compatibility and reliability. 

For power-hungry users who want 386 
performance to go, the COMPAQ PORTABLE 386 
Personal Computer does things normally reserved 
for a desktop 386 PC. Without compromise. 

For people considering 286 desktops, the 
COMPAQ DESKPRO 386s Personal Computer is 
an affordable way to move up to 386 performance. 
And if you have a 286 that you've outgrown, the 
COMPAQ DESKPRO 386/20e Personal Computer 

is an easy step up to the power and capabilities of a 
20-MHz 386 machine. 

For the increasing needs of today's 386 users, 
the COMPAQ DESKPRO 386/25 Personal Com- 
puter offers advanced performance. And for those 
who desire the most power and expandability 
available in a desktop PC, the COMPAQ 
DESKPRO 386/33 stands alone. 

For a free brochure on COMPAQ 386-based 
personal computers and the location of your 
nearest Authorized COMPAQ Computer Dealer, 
call 1-800-231-0900, Operator 93. In Canada, 
1-800-263-5868, Operator 93. 
COMPAQ: COMPAQ DESKPRO 386s; COMPAQ PORTABLE 386', 
It simply works better," Registered U.S. Patent and Trademark Office. 
Intel! Intel 386 and Intel 387 are trademarks of Intel Corporation. 
Microsoft? MS; XENIX' and MS-DOS" are trademarks of Microsoft 
Corporation. MS" Windows/386 and MS' OS/2 are products of 
Microsoft Corporation. UNIX* is a registered trademark of AT&T." 
"Registered U.S. Patent and Trademark Office. Product names 
mentioned herein may be trademarks and/or registered trademarks 
of other companies. COMPAQ DESKPRO 386/25 graphics © 1988 
Accent Software, Inc. ©1989 Compaq Computer Corporation. All 
rights reserved. Printed in the U.S.A. 
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Japanese companies are winning a bigger 
share of the U.S. auto components market. 
Some of these gains are deserved, while 
others trace to Japanese exclusivity. 

Unlevel 
playing field 

By Norm Alster 

DAVID NELSON, vice president of 
purchasing at Honda of Ameri- 
ca Manufacturing, Inc., says 

he's writing a letter to a well-known 
U.S. auto components maker. The 
company wants to do business with 
Honda. In his response, Nelson says: 
"You're not quite ready yet for that 
challenge." 

Letters like that have been infuriat- 

ing scores of companies in the U.S. 
auto parts supplier industry. The Japa- 
nese automakers' U.S. plants will 
soon have the capacity to produce 2 
million cars and light trucks a year— 
perhaps 15% of U.S. vehicle sales, ac- 
cording to Gregory Macosko, princi- 
pal with Easton Consultants, Inc. Yet 
many U.S. component suppliers, long 
shut out of Japan, now fear they'll be 
shut out of the U.S. market as well. 

This is a good-news-bad-news sto- 

ry. Many American parts- and raw- 
materials suppliers are benefiting 
from the quality lessons taught by 
exacting Japanese customers; increas- 
ingly this benefits the broad U.S. in- 
dustrial infrastructure. 

The bad news for U.S. companies is 
that Japanese component makers 
have been following the Japanese car- 
makers to the U.S.; by the end of this 
year, more than 300 Japanese-owned 
supplier factories will be operating in 
the U.S., with the capacity to produce 
$8 billion worth of automotive sup- 
plies, according to Macosko. 

Adding insult to injury, many of 
these new plants have benefited from 
state and local tax breaks and other 
incentives. Alpine Electronics Manu- 
facturing of America, for example, is a 
major producer of auto radios. It built 
a new factory in Greenwood, Ind., 
lured with ten years' worth of tax 
abatements on its property and five 
years' tax abatement on improve- 
ments. To bring American workers up 
to Japanese standards, Alpine was also 
awarded $350,000 in employee train- 
ing funds. 

Most of Japan's automakers in the 
U.S. boast of buying 60% or more of 
their needs from American sources. 
Those figures, however, include the 

David Franklin 
Mazda Motor Manufacturing (USA) Corp. 's Masanobu Miyamoto 
How eon smaller V.8. suppliers defend themselves? Miyamoto suggests joint venture* with Japanese firms. 
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For Daewoo, innovation isn't just a 

matter of staying in fashion. It's a 

matter of staying in business. No com- 

pany is more determined to stay at the 

frontier of manufacturing capability 

than Daewoo. That's why every year 

Daewoo invests so much of its earn- 

ings in Research and Development. 

And that's why, in just over 20 years, 

Daewoo has emerged as a key player 

in fields as diverse as heavy machinery 

and finance, automotives and trading, 

telecommunications and shipbuilding. 

For more information on how Daewoo 

can keep your company at the cutting 
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edge, give us a call at 212-909-8200. 



-.planted suppliers. Honda, for ex- 
ample, says it buys $1.3 billion to $1.4 
billion of parts and materials from 150 
"U.S." sources. But it concedes that 
one-third of those 150 are Japanese. 

Japan's transplanted parts suppliers 
allow the Japanese carmakers to be 
very choosy customers. Honda looked 
at over 250 potential suppliers of met- 
al stampings before settling on 6. 
Mazda Motor Manufacturing (U.S.A.) 
Corp. has been in contact with 1,000 
U.S. suppliers but only 65 have thus 
far passed muster, says purchasing 
manager Masanobu Miyamoto. 

So what's the good news? It is this: 
The tough, new competition has 
forced many U.S. companies to raise 
their standards and cut their costs. 

Japanese buyers put would-be sup- 
pliers through exhausting qualifica- 
tion trials, which often re- 
quire suppliers to make 
fundamental improve- 
ments in their manufac- 
turing. Since auto suppli- 
ers form a pyramid, those 
feeding car manufacturers 
at the top can meet strin- 
gent requirements only 
with better performance 
from their own suppliers. 
And so on, down the 
chain. In this way, de- 
mands from quality-con- 
scious Japanese custom- 
ers ripple down to the 
base of the industrial sup- 
plier infrastructure. 

Moreover, suppliers to 
the Japanese-owned carmakers are 
also supplying Detroit's Big Three. As 
the supplier base improves, so do the 
components that make up a Ford, 
Chevy or Chrysler. 

There's already strong evidence this 
is happening. In 1985 owners of new 
American cars suffered with 59% 
more problems than Japanese car 
owners, according to the Initial Quali- 
ty Survey of J.D. Power & Associates. 
The 1988 figure is down to 37%. 

Winning business from Japanese 
customers is a grueling process. Con- 
sider the case of Inland Steel. In late 
1983 Inland was having trouble meet- 
ing Honda's quality requirements. For 
example, Honda was asking for truck 
and hood liner steel that was just 
0.019 inches thick. American cus- 
tomers at the time were content with 
0.028-to-0.030-inch-thick steel. Thin- 
ner steel helped Honda reduce the 
weight and improve the performance 
of its cars. But the thin sheet was far 
more difficult to make. Inland execu- 
tives flew to Columbus, Ohio, deter- 
mined to tell Honda's Marysville 
plant   purchasing   people   the   next 
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morning that Inland was dropping out 
as a supplier. At the last minute, in a 
late-night hotel meeting, the Inland 
team reconsidered and decided to 
tough it out. 

Inland gradually learned to produce 
efficiently to Honda's requirements. 
Today Inland's business with Honda 
(and its component suppliers, also In- 
land customers now) is worth an esti- 
mated $65 million to $70 million. By 
1991 that business will be worth $100 
million. 

When Honda and others demanded 
a smoother steel coating, Inland had 
to insist on better zinc. "As we have 
to be better, we have to ask our 
suppliers to be better," says Matt 
Lofton, manager of auto sales and 
international development. "Inland 
Steel   has   benefited   tremendously 

Inland Steel 
Benefiting 

's Matt Lofton 
"tremendously"from Japanese orders 

from doing business with these [Japa- 
nese] companies." 

The work with Honda helped give 
the steelmaker entree to Toyota and 
the other transplants. This seems to 
be part of a pattern. Once a U.S. sup- 
plier has satisfied one Japanese cus- 
tomer, chances are that more doors 
will open. Delco was able to win 
Toyota's business in Kentucky be- 
cause it had proven itself as a supplier 
to New United Motor Manufacturing, 
Inc. (NUMMI), the GM-Toyota joint 
venture in Fremont, Calif, "NUMMI 
opened the door at Georgetown," 
reckons Gerald Meier, Delco's direc- 
tor of suspension systems. 

Rising component quality lifts all 
products, and overall quality is defi- 
nitely on the rise. Two years ago, ac- 
cording to Robert Drake, vice presi- 
dent, purchasing and product control 
at Nissan Motor Manufacturing Corp. 
U.S.A., U.S. suppliers averaged 5 de- 
fects per 1,000 parts. Today, they're 
down to 2 per 1,000. There remains 
room for improvement—Japanese 
suppliers are at 1 per 1,000—but the 
narrowing gap speaks for itself. 

Consider the case of Northfield, 
Minn.'s Sheldahl, Inc. Sheldahl 
makes flexible printed circuit boards 
that house electronic subsystems like 
dashboard instrument panels. These 
boards must be flexible for different 
car designs. 

After Honda established its Marys- 
ville plant, recalls Sheldahl's automo- 
tive marketing manager, Keith Cas-_ 
son, Sheldahl tried to sell its flexible 
circuit boards to New Sabina Indus- 
tries (Nippon Seiki's offshoot in Ohio, 
and Honda's instrument panel suppli- 
er). But New Sabina demanded "four 
times the flexibility [required by 
American customers] at that time," 
says Casson. 

Casson says that he first tried to 
convince New Sabina to make do 
with a less pliable product. But the 

Japanese refused, and 
Sheldahl had no choice 
but to try to make a more 
pliable product. 

"Once we committed 
ourselves to meeting their 
requirements," says Cas- 
son, "things really im- 
proved." Now Sheldahl's 
U.S. customers are de 
mantling the same thing. 

The growing presence 
of transplanted Japanese 
suppliers is likely to ac 
celerate an auto parts in 
dustry shakeout already 
in progress. Lee Kadrich, 
director of government af 
fairs and trade for the 

Automotive Parts & Accessories As 
sociation, estimates that there are 
currently between 2,000 and 2,500 
companies that solely or primarily 
supply auto parts. That's down some 
500 from the beginning of the decade 

How can U.S. suppliers defend 
themselves? Mazda's Miyamoto, in a 
recent address at a University oi 
Michigan international automotive 
industry conference, suggested that 
many small American suppliers could 
benefit by entering joint ventures oi 
joint development programs with Jap 
anese firms. Large firms can do the 
same. Example: Eaton Corp.'s joint 
venture with Nittan Valve has landed 
an engine valve contract with Honda. 

Can the U.S. component makers 
counterattack by entering the Japa- 
nese market? Tough: Nontariff barri- 
ers rise high. In Japan many auto sup- 
pliers are partially owned by the auto- 
makers. They are often geographic as] 
well as economic satellites of the car- 
makers and typically less indepen 
dent than American suppliers. Result 
U.S. auto suppliers' exports account- 
ed for just $308 million of Japan's $6C 
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Fred Phail, Intel Corp. 's automotive strategic marketing manager 
Good reason to be upset with Japanese intractability. 

Jeffrey Muir Hamtlu 

billion auto component market. 
This spills over into the relation- 

ship in the U.S. between Japanese car- 
makers and their suppliers. The de- 
sign of automotive engines, electron- 
ics, suspension, steering and other 
high-value-added elements of Japa- 
nese cars is still mostly done in Japan. 
Toyota Motor Manufacturing U.S.A. 
Inc.'s new plant in Georgetown, Ky. 
has the capacity to produce 200,000 
cars this year. But Gene Tabor, Toyo- 
ta's parts and components purchasing 
manager, says the company still im- 
ports its engines in kits from Japan, 
along with the electronic subsystems 
that control engine performance. 

For the most part, U.S. suppliers of 
engines and other systems cannot win 
business with the Japanese carmakers 
in America if they do not win design 
contracts in Japan. As Fred Phail, In- 
tel's automotive strategic marketing 
manager, puts it: "To be able to sell in 
the U.S., you have to be qualified in 
Japan—at the source." 

Intel has good reason to be upset 
with Japanese intractability. With 
Motorola, Intel is the leader in design- 
ing and manufacturing the integrated 
circuits that control such engine 
functions as spark timing and fuel 
injection. Americans have long been 
ahead of the Japanese in the design 
and manufacture of electronic vehicle 
controls. But neither this nor a patient 
decade-long courtship has enabled In- 
tel to crack Toyota. 

Why not? The way to Toyota passes 
through Nippondenso—Toyota's 
electronic engine control supplier. 
And Intel hasn't been able to qualify 
as a subcontractor supplying micro- 
computer chips for inclusion in Nip- 

pondenso's systems."It's very toug 
very locked up," says Phail. "Ond 
we've reached a certain level, we'i 
told: 'You've passed the first hurdlf 
Here's the second hurdle.' " 

Sales to Japanese customers stil 
represent less than 5% of Intel's aut^ 
motive sales. Phail recently told 
conclave of American electronics ei 
ecutives that less than 2% of all tt 
semiconductors used by Japaned 
automakers are purchased from U.| 
manufacturers. 

Even the most successful America 
suppliers find that the Japanese prefJ 
to confine them to a single compJ 
nent, keeping system integration q 
house or with a trusted Japanese pa 
ner.   Delco  Products,  for  exampl| 
managed to win a major contract 
supply   Toyota   with   MacPhersc 
struts  (the  load-bearing  suspensic 
components). That Toyota would rel 
on  General   Motors'   captive  parti 
maker is  an  encouraging  sign  f{ 
American  manufacturing—up  to 
point. Toyota has thus far been 
willing to allow Delco to design 
build the entire suspension syste 
built around the struts. 

In short, the playing field isn't lev^ 
While the Japanese component ma 
ers have had a relatively easy ti 
penetrating the U.S. market, it hasr 
worked the other way around. To 
extent that the Japanese have gain(j 
ground here by dint of superior qi 
ty, it's all to the good. To the exteJ 
that it's by dint of Japanese exclusii 
ity, the situation can only lead tof 
deterioration in U.S.-Japanese rell 
tions. Both sides will have to try har'l 
er—the Americans for quality, ui 
Japanese for a truly open attitude. 
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With some of the world's highest-cost gold 
mines, South Africa is suffering from the 
depressed price of gold. 

Where 
disinvestment 

pinches 

By James Cook 

TIOM MAIN, the towering 6-foot-2- 
inch head of South Africa's Cham- 

ber of Mines, was in Washington, 
D.C. last month lobbying against 
sanctions and further U.S. disinvest- 
ment in the South African economy. 

Main could hardly have expected a 
sympathetic hearing. The feeling 
against apartheid runs so strong that 
few Americans are interested in dis- 

cussing the subtleties of the situation. 
If anything, Main's visit gave aid 

and comfort to his country's enemies. 
For he admitted frankly that disin- 
vestment by U.S. and other foreign 
firms was hurting South Africa. 

Direct sanctions don't much hurt 
South Africa. If the U.S. won't buy its 
products, Western Europe, Japan and 
the Soviet bloc will. Gold is South 
Africa's biggest single export product. 
Gold is fungible; there is no effective 

way to distinguish between South Af- 
rican gold and any other. 

The problem, Main points out, isn't 
so much sanctions as it is the shortage 
of capital caused by disinvestment. 

Gold generates nearly 10% of South 
Africa's gross domestic product, pro- 
vides employment for some 500,000 
people and generates 43% of South 
Africa's foreign exchange earnings. 

For reasons that have nothing to do 
with politics, South Africa's gold 
mining industry is in trouble. The 
country is still far and away the 
world's single largest producer; but, 
though world gold consumption 
keeps growing, South Africa's produc- 
tion has been declining for nearly 20 
years, and in recent years South Africa 
has steadily lost market share to pro- 
ducers in the U.S., Canada and Aus- 
tralia. Last year it accounted for 40% 
of the Free World's gold production, 
down from over 70% a decade ago. 

Why? Because the economic geolo- 
gy of the gold mining industry has 
changed. In the U.S., for example, gold 
is found in widely disseminated sur- 
face deposits that are exploited 
through low-cost open-pit mines. 
South Africa doesn't have such depos- 
its. Almost all of its gold comes from 
deep underground mines, mines as 
much as 10,000 and 14,000 feet deep 

The South African Chamber of Mines bead Tom Main 
The question was. How do tee finance these mine*? 
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11889, when Eiffel's engineering masterpiece towered above Paris, 
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Tarr ished gold 

Though worldwide gold consumption keeps growing, South Africa has 
steadily lost market share to rising production elsewhere in the world— 
especially in the U.S., Canada, and Australia. 

Free world gold pro duction 
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And it has lost not only its commanding position in the market but its 
cost advantage as well, moving from one of the world's lowest cost 
producers to one of its highest. 
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The reasons are twofold: The high rate of inflation that has sent its labor 
costs soaring, and the declining yield of its aging roster of mines. 
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Sources. Consolidated Gold Fields; Chamber of Mining 

that require large amounts of both 
capital and labor. Such mines are 
high-cost, tapping deposits that are 
often too thin to mechanize and that 
trend thinner the deeper they go. 

It's a myth that cheap labor makes 
South African gold cheap to mine. 
Quite the contrary. South Africa is 
now one of the highest-cost gold pro- 
ducers in the world. According to 
London's Consolidated Gold Fields, 
the world's second-largest gold min- 
ing company, operating costs there 
average $275 an ounce, versus $223 
for the U.S., $214 for Canada, $238 for 
Australia. That's the cash cost, before 
noncash charges such as depreciation. 
The result is that as the gold price has 
dropped from $480 in January 1988 to 
$360 or so last month, many South 
African producers are operating pretty 
close to the bone. 

Admittedly, South African mines 
like Gold Fields' own East Driefon- 
tein and Kloof have operating costs 
averaging $135 and $155 an ounce, 
respectively, on a par with some of 
the better U.S. and Canadian produc- 
ers. But Barlow Rand's East Rand Pro- 
prietary averages $555 an ounce, Gen- 
cor's West Rand Consolidated $460 
an ounce. 

Overall, Tom Main concedes, close 
to 20% of South Africa's production is 
uneconomic at current prices. If 
prices stay low, two mines are likely 
to close, while five others are already 
clearly in trouble and another half- 
dozen continue to generate red ink. 

"The real difficulty," Main says, "is 
that if you close a deep producer, the 
stopes [the mining excavations, that 
is] collapse, they fill up with water, 
the machinery rusts and corrodes and 
you lose the mine. So you try to keep 
the mine going on a very limited 
scale, cut production, retrench labor, 
in the hope that circumstances will 
push up the price and the mine will be 
fine again." 

Many of South Africa's gold mines 
are old, a century old in some in- 
stances. The grade of ore has fallen 
nearly in half over the past decade— 
and the lower the grade, the higher 
the cost. 

Unlike producers elsewhere in the 
world, South African producers are 
not free to concentrate on high-grade 
material when prices are low. Instead 
they are required by law to mine to ' 
the average grade of their reserves. 
"We extend the life of our mines in 
this way," Main says, "but we're min- 
ing some very low grades, and the 
costs are incredibly high." 

What has disinvestment to do with 
all this? Plenty. According to Main, , 
South Africa has the potential for de- i 
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Tiirning millions of pounds of ingredients 
into hundreds of bakery products 

was abaker's worst nightmare 
until somebody said,r 

"Let's reach a little higher." 
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Daniel Shulgin 
Vice IYesident. Operations 
Koush IVoducts Company; Inc. 

In commercial baking, as in many businesses, precision control is 
the recipe for success. So when The Roush Products Company needed 
to prepare tons of premix for hundreds of bakeries 24 hours a day 
they added an additional ingredient—Allen-Bradley the industrial 
automation people of Rockwell. Here's the story from the people who 
made it happen. 

\ 



Noce: Baking is an art, not a science. 
But the complexities of commercial bak- 
ing are enormous, We mill and blend 
thousands of tons of premix annually 
Our problem was a big one—how to 
get cost effectiveness over massive 
volume, stay competitive in the market, 
and still turn out a wide variety of 
quality consistent products needed by our 
customers around the world. 

Shulgin: It used to be done by 
a guy with a recipe card saying, "Lets 
see, did 1 remember to put this or that 
in, or not?" 

Noce: we knew our future growth 
depended on technology that first, the 
common individual could understand; 
second, that wouldn't require a great deal 
of input on his part and finally, that 
could accommodate all the changes we 
have to make on a daily basis. 

Hurtte: we came into the plant four 
or five times to discuss their automated 
batch recipe needs before we made our 
initial proposal. At one point Dan said to 
me, "we don't care if the technology 
comes from a science fiction movie, if 

W 

its the newest and best on the market, 
thats what we want" 

Shulgin: we needed to bring to- 
gether control and information so we 
knew we wanted the Allen-Bradley 
Advisor System. And we wanted it now 
right away: Start up time is usually two 
to three weeks, we tried to do it in 
aweekend. 

Hurtte: The keyword is "tried." 
Shulgin: Thats right, it didn't work. 

But it only took an extra couple of days 
because Allen-Bradley and its local dis- 
tributor practically lived here the whole 
time, helping us get on line. And after we 
got rolling, ICCS, the systems integrator, 
came in to help with the programming. 
Now when we need a part or service, we 
just pick up the phone. 

Rotzler: Initially we were brought 
in to solve one particular problem That 
was 2te years ago. 

Hurtte: Since then, a real working 
relationship has grown up between 
Allen-Bradley; ICCS and the people here 
at Roush Products Company. 

Shulgin: Since that first automated 

batch processing system, we've added a 
second thats just about identical and 
we're looking at a third and fourth in 
the near future. 

Noce: well, you don't grow like we 
have if you can't take advantage of the 
right technology, and that means work- 
ing with the right people. Everybody, and 
I mean everybody, who comes into this 
plant leaves saying, "My goodness, you 
fellows are ten to fifteen years ahead of 
most everybody else." I'm delighted with 
our relationship with Allen-Bradley 
and ICCS. 

Let's reach a little higher. 
Allen-Bradley is a leading industrial auto- 
mation company and a part of the 
Rockwell International worldwide team 
of more than 100,000 people. Working to- 
gether and with our customers, Rockwell 
people are using science and technology 
to reach a little higher in aerospace, 
electronics, automotive, industrial 
automation and graphic systems. If 
you'd like to know more, write: 
Rockwell International, EQ Box 39185, 
Dept. 815R-13, Los Angeles, CA 90039- 

* 

Rockwell 
International 

.where science gets down to business 
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Ian Berry/Magnum 

Underground at Gold Fields'East Driefontein mine near Johannesburg, South Africa 
High grades could offset high labor and capital coats. 

Newmont Gold's open pit mine near Elko, Nev. 
Capital Intensive, but inherently lower cost. 

Piul Fuso Magnum 

veloping another 15 or 20 major new 
mines by the year 2000, enough to 
offset the decline in existing mines 
and increase overall production by as 
much as 13%. "The question mark in 
the mind of many producers has been, 
How do we finance these mines?" 

Thanks to disinvestment, little for- 
eign capital is available for the pur- 
pose. To make matters worse for the 
South Africans, available domestic 
capital tends to be soaked up by locals 
who are buying disinvested properties 
at bargain prices. Why invest long 
term in gold mines when Mobil Oil or 
another U.S. company will sell you 
going businesses at cheap prices? 

Developing new mines would 
most likely cost from $500 million 
to $1 billion apiece—$10 billion to 
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$20 billion, that is—over the next de- 
cade. And South Africa has been hard 
put to find the capital needed to keep 
even its existing mines productive. A 
few years ago East Rand Proprietary, 
for instance, launched a massive 
$300 million expansion that would 
have cut production costs by over 
$200 an ounce and kept the mine go- 
ing into the next century. But East 
Rand ran short of money before it 
was through, and had to retrench. 
Durban Deep had a similar scheme 
on the fire, and abandoned it when it 
saw the financial problems East Rand 
was having. 

If this were not bad enough, the 
price of gold is way down—25% since 
January 1988. Main thinks the U.S. 
miners have helped bring down the 

price—but for reasons that have abso- 
lutely nothing to do with politics. 
Here's the story: 

Unable to sell equity after the Octo 
ber 1987 crash, the U.S. produce: 
turned to gold loans to finance the: 
expansion, borrowing gold at low in' 
terest rates from financial institu 
tions and repaying it out of future 
production. Usually the gold goes to 
meet forward sales commitments the] 
producers have already made, sales 
that the purchasers generally hedgi 
by selling in the spot market. Th 
stratagem has the perverse effect oi 
making more gold available to thi 
market than is actually being pro-| 
duced and thus depressing the price, 
Tough on a high-cost producer, whic 
South Africa mostly is. 

Some foreigners, ignorant of condi 
tions in South Africa but outraged ai 
the indignities of apartheid, say 
Good. The economic suffering wii 
bring the whites to their knees. 

Unfortunately, the situation isn' 
that simple. By providing relatively 
well-paying jobs, the gold mining in 
dustry probably does more for th 
black community than any other eco 
nomic activity. The black-ruled coun 
tries surrounding South Africa alsi 
benefit greatly. Wages earned in th 
South African mines by their peopl 
pour nearly $ 1 billion a year into th 
economies of neighboring countrie: 
like Lesotho, Mozambique, Botswan 
and Malawi. 

"During the late Seventies and ear 
ly Eighties," Tom Main argues, 
"when the economy was booming, wi 
saw more progress on the sociopoliti 
cal side than at any other time in o 
history. Since then, the failure oi 
South Africa to attract overseas deveM 
opment capital has severely contract 
ed prospects for economic growth 
virtually halted the reform proces 
and produced a specter of mass long 
term black impoverishment." 

But those who want to put maxi 
mum pressure on South Africa di 
miss this suffering as part of the pri 
of ending apartheid. They argue tha 
the South African blacks don't mini 
suffering if it brings racial equalit 
closer. That's a debatable point, b 
South Africa is one of those subject 
on which honest debate is no longe: 
possible in the U.S. 

Thus, in confirming that disinvest 
ment is hurting his country, Ton 
Main was, inadvertently, strengthen 
ing the hands of those in the U.S. anc 
elsewhere who want to push ever 
harder for disinvestment. Such poli 
cies may be bearish for most Soutr 
Africans, white and black but proba 
bly bullish for the price of gold. ■ 
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Profile in quality #10: 
engineering. 

hown here is the 3.8 Liter Supercharged engine. 
represents sophisticated high performance engineering, 

he Supercharged engine, available in the Ford 
hunderbird Super Coupe and Mercury Cougar XR-7, 
one example of Ford's constant exploration and 

evelopment of new technologies. 
hen quality is job I—you dont do it any other way. 

Ftord, Mercury, Lincoln, Fbrd Trucks. 
Our goal is to build the highest quality cars 

and trucks in the world. ^-£==—^ 
Cut/Ml J 

frkle up—together we can save lives. 



The Larger Context 
Christians are appalled by the eco- 

nomics they hear in church. Pope John 
Paul II is trying to change that. 

THE POPE OF 
ENTERPRISE 

By Michael Novak 

Many persons in business are ap- 
palled by the economic naivete they 
often hear in church. They do not 
mind being reminded of genuine ob- 
ligations or called to task for real 
faults. But because of the false notes 

in what they hear—wild accusa- 
tions, downright unreality concern- 
ing business and economics—many 
get so angry during church that they 
nearly walk out. 

Worse, all this happens just as 
socialists everywhere—including 
Moscow and Beijing—are publicly 
rejecting their own economic doc- 
trines, and turning as fast as they 
can to markets, incentives, the res- 
toration of private property and en- 
terprise. Why, now, should the last 
holdouts for anticapitalist attitudes 
be situated (and supported! in Amer- 
ican churches and universities? 

Nonetheless,    small    signs    of 

change are appearing, even in what 
some might think the most unlike- 
ly places. In Poland today, there is a 
joke: "What is socialism?" Answer: 
"The longest and most painful road 
to capitalism." And the Polish 
Pope, John Paul II, now in the 11th 
year of his pontificate, has begun to 
emphasize a new note in papal 
teaching. Since Catholics now rep- 
resent one-fifth of all the world's 
people, and since a majority of them 
dwell in Latin America, Africa and 
Asia, this new emphasis is of enor- 
mous significance for the so-called 
Third World. 

The Pope himself has said harsh 
things about capitalism, consumer- 
ism, and the extreme and unbridled 
pursuit of profit. Some of his accu- 
sations seem, in America, to the 
point, others off the mark. Slowly, 
however, he has begun to enunciate 
a new moral vision for placing en- 
terprise in context. A good preacher 
does not merely castigate faults; he 
sets forth an ideal to aspire to. 

Listen to what Pope John Paul II 
told entrepreneurs in Milan in 1983: 
"The degree of well-being that soci- 
ety enjoys today would have been 
impossible without the dynamic 
figure of the entrepreneur. Without 
any doubt, your services are of the 
first order for society." 



Four years later in Argentina, he 
told another group: "Businesses are 
legitimate expressions of freedom. 
They belong to the vocation of man, 
to his creative initiative, to the 
needs of the community and to the 
possibilities which the riches of cre- 
ation entrusted to the human being 
offer." He even said that "there is a 
certain biblical similarity between 
the businessman and the shep- 
herd"—a phrase all the more strik- 
ing because the analogy of the Shep- 
herd is commonly used for the 
Pope's own office. 

In Chile in 1987 the Pope added: 
"The challenge of poverty is so great 
that in order to overcome it, we must 
make the greatest possible use of private 
enterprise, with its potential effec- 
tiveness, its capacity to use re- 
sources efficiently and the abun- 
dance of its energies for renewal." 

In Bolivia the next year the Pope 
criticized the tight grip held by 
Latin American elites on economic 
activities. He urged Bolivians to 
make "a wide area open to eco- 
nomic initiative." For him such 
initiative is a kind of revolutionary 
activity: "This initiative is also an 
inalienable right which is often de- 
nied because of the irresponsibility 
and selfishness of the dominant 
classes." New laws may be needed 

to open the system to the enter- 
prise of all. 

At the end of 1988, in his world- 
wide letter "On Social Concern," 
the Pope placed the inalienable 
right of personal economic initia- 
tive on the same plane as the right 
of religious liberty. Both, he said, 
spring from the image of the Creator 
implanted in each of us. 

No doubt, the Pope was thinking 
of vivid experiences of his own peo- 
ple in Poland, as well as of millions 
of others elsewhere, when he wrote: 
"In today's world, among other 
rights, the right of economic initia- 
tive is often suppressed. Yet it is a 
right which is important not only 
for the individual but also for the 
common good. Experience shows us 
that the denial of this right, or its 
limitation in the name of an alleged 
'equality' of everyone in society, di- 
minishes or in practice absolutely 
destroys the spirit of initiative, that 
is to say, the creative subjectivity of 
the citizen. As a consequence, there 
arises not so much a true equality as 
a 'leveling down.' 

"In the place of creative initiative 
there appears passivity, dependence 
and submission to the bureaucratic 
apparatus." This, he said, "puts ev- 
eryone in a position of almost abso- 
lute dependence." 

In economics, of course, every- 
thing has a price. So does the Pope's 
praise for enterprise. He insists that 
women and men of enterprise must 
obey the law (and work to change 
unjust laws) and faithfully embody 
moral principles. Morality comes 
before the market, he suggests, not 
the market before morality. He 
urges entrepreneurs to make sure 
that the families of workers are well 
provided for, and to continue to bet- 
ter workers' conditions. The Pope 
urges entrepreneurs to work con- 
stantly to place a firm material base 
under every single person on this 
planet. 

God, the Pope seems to be saying, 
planted in every single breast His 
own image of creativity, the divine 
spark of enterprise. Far from ex- 
ploiting the poor, the nurturing of 
this flame is to their benefit. 

One day, just possibly, sermons 
in Christian churches will follow 
the Pope's new positive tack—in- 
spiring, rather than depressing, 
those eager to do better. ■ 

Philosopher, journalist and ex-U.S. ambas- 
sador Michael Novak directs social and po- 
litical studies at the American Enterprise 
Institute in Washington, DC. Among his 
recent books are Taking Glasnost Seriously 
and Free Persons and the Common Good. 

All the realities of business travel can leave you 
dreading your next trip. 

Unless you reward yourself with a stay in a 
civilized, professional place. 
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Throughout the hotel, we've taken care of every- 
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DKB. Japan's largest bank. 

International financial services? 
We talk your language. 

50 000 

85 86 87 

(Unil  anion Y«n] 

We're talking Euro-yen capital market activities. And we're talking business 
in Japan. In fact, we're multilingual, capable of talking many of the languages 
you speak, like currency and interest swap transactions. We're also quite 
fluent at making order-made financial plans for you. 

These talents grow out of over $388 billion in assets, making DKB the 
strongest funding base in Japan. We offer services that are worldwide, 
integrated and completely comprehensive. That's how we got to be who we 
are. Not just by being friendly, but by talking your language. 

^^S We 'e have your interests at heart. 

= J DAI-ICHI KANGYO BANK 
Head Office: 1-5, Uchisaiwaicho 1-chome. Chiyoda-ku, Tokyo 100. Japan Tel (03) 596-1111 



Wanted: trained factory workers with skills 
tuned to the specific needs of increasingly 
demanding manufacturers. Found: a 
shadow educational system that provides 
Oeople with these skills. 

Trained to order 

By Steve Weiner 
and Charles Siler 

SPERRY CORP., the New York 
City-based computer and elec- 
tronics company, needed nearly 

700 people to build computers that 
would be used in the Stealth bomber 
and other military aircraft. Pueblo, 
Colo, immediately offered a crash 
training course for prospective work- 
ers that included such arcane skills as 
microscopic soldering; Sperry, now 
part of Unisys Corp., picked Pueblo 
over 46 other sites. 

A year ago White Consolidated In- 
dustries needed a home for a dish- 
washer manufacturing plant that 
would employ about 850. Lenoir 
Community College in Kinston, 
N.C., about 75 miles southeast of Ra- 
leigh, helped to lock up the new plant 
for its hometown with creative job 
training. The school has leased an old 
department store to build classrooms 
and a miniature production line to 
show trainees exactly how to assem- 
ble the dishwashers. 

What is the best way for a commu- 
nity to bring in new industry? It is 

becoming clear that—above tax in- 
centives and other gimmicks—good 
vocational training programs and a 
willing work force are among the best 
attractions, if not the best. 

Across the country, increasingly, 
when a local work force doesn't have 
the skills and education that relocat- 
ing or expanding manufacturers are 
looking for, the states are jumping in 
to cure the deficiency. 

North Carolina pioneered such in- 
dustry-specific job training in the late 
1950s. But a spurt of new programs in 
the 1980s has put more than half the 
states into the business of training 
made-to-order work forces. It's a shad- 
ow school system that can spend 
thousands of dollars per student, fo- 
cused exclusively on meeting the pre- 
cise needs of business. 

Equally, it is a condemnation of the 
immensely costly U.S. educational 
system which annually turns out 2.7 
million high school graduates and 
nearly 1 million college graduates 
with a general education but does lit- 
tle to prepare young people for jobs in 
the real world. About 80% of Michi- 
gan's job training budget goes to com- 
panies that are trying to upgrade 
workers or processes or to install new 
technology; up to 20% of the total is 
used for remedial training in reading 
and arithmetic. 

Alert state governments are reme- 

\ Trane Co. machinist practices milling at Pueblo Community College 
When local workers don't have the skills and education, states are jumping in to cure the deficiency 

Jay Didcman Maim 
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PS YOU BUILD FOR THE FUTURE. 

building! line future, there's 
thould be part of 

flRal Machine. 
, from a single Xerox 

copier to afpif&jor expansion of your facilities 
through Xerox Credit Corporation. There's pro- 
perty/casualty insurance for your offices, factory 
equipment and vehicles from Crum and Forster. 
Investment banking and asset management 
are specialties of Furman Selz. Van Kampen 
Merritt capital markets expertise can help you 

structure solid funding for industrial and 
commercial developments. And your dreams 
for retirement can be more secure with the life 
insurance and annuities of Xerox Life. 

It's all part of Xerox Financial Services; a 
diversified group of financial companies with a 
singular standard of excellence. All geared to 
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So you can expand your horizons. 
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ODYSSEUS. 
THE NEW CLASSICS. 

THIS 18K.  YELLOW AND ROSE  COLD 

CHRONOGRAPH  COMBINES 

TRADITIONAL  HAND CRAFTSMANSHIP 

AND ADVANCED WATCHMAKING 

TECHNOLOGY TO FORM  A  MASTER- 

PIECE  IN TIME  MEASUREMENT 

EACH  ODYSSEUS HAS AN 
INDIVIDUAL SERIAL  NUMBER 

ENGRAVED ON  ITS CASE  TO 

DOCUMENT    ITS    I -tSS. 

WITH  ITS  PRECISION  AND 

DEPENDABILITY.  IT  IS DESIGNED 

FOR THE  FUTURE. A CLASSIC 

CHARACTERISTIC OF 
JAEGER-LECOULTRE   TIMEPIE' 

AVAILABLE  IN  TWO SIZES. 

FOR   MEN AND  WOMEN. 

^AEGER-LECOULTRE* 

(800)  JLC-TIME 

dying this deficiency to their own ad- 
vantage. Unwilling or unable to pro- 
vide adequate training in the standard 
classroom, they are setting up tailor- 
made education systems and going to 
astonishing lengths to fit young peo- 
ple for the job market. North Carolina 
erected a minicollege, including more 
than 50 computer terminals, to train 
about 1,800 customer service agents 
for American Express Co. at Greens- 
boro. Lenoir Community College 
searched the world for instructors and 
prepared a 300-page illustrated man- 
ual as part of a ten-week course it 
created to teach Lenox China workers 
to decorate fine dinnerware. And Col- 
orado offers space at Pueblo Commu- 
nity College to teach Trane Co. ma- 
chinists how to mill parts to toler- 
ances of 0.0005 of an inch. 

Many of the more innovative pro- 
grams cleverly include prehiring, 
screening and training services that 
help companies eliminate job candi- 
dates who are unsuitable because of 
attitude or aptitude. Pueblo, for in- 
stance, screened a videotape that em- 
phasized the dull, repetitive nature of 
factory work as a way of dissuading 
fainthearts from work at Unisys. 
State officials at Kinston prescreened 
1,000 applicants for jobs at Lenox Chi- 
na with manual dexterity tests to pick 
those most suited to the meticulous 
handwork required. 

North Carolina's program of guar- 
anteeing a trained work force to any 
new or expanding employer forced 
other states to provide training to re- 
main attractive. "We were just a 
bunch of farmers then," says Joe Stur- 
divant, director of industry services 
for North Carolina's community col- 
lege system. Now North Carolina, 
with about one worker in four in man- 
ufacturing, is the nation's most heavi- 
ly industrial state. It has led the na- 
tion in new plant sitings for the last 
three years. 

But fully 46 states now offer some 
form of industrial training, about 30 
of those with programs begun in the 
1980s and about 25 with intensive 
efforts tied directly to the state's in- 
dustrial recruitment program. 

Michigan's program, a typical one, 
spent $16.6 million in 1988 to train 
11,933 workers for 89 companies, but 
this is a drop in the bucket compared 
with the $3.9 billion spent on stan- 
dard education in the state. Califor- 
nia's immense training program spent 
$52 million last year to train 21,000 
workers. 

This is not to say that the employ- 
ers are getting a free ride. As much 
money, or more, usually is spent by 
the companies themselves to com- 

plete the training. For instance, the 
state of Illinois has committed $40 
million over five years to train work- 
ers for Diamond-Star Motors—the 
Chrysler-Mitsubishi joint venture 
that makes the Plymouth Laser and 
Mitsubishi Eclipse at Normal, 111. Di- J 
amond-Star is spending an equall 
amount. 

The nation's schools are not only 
pouring out graduates who are func- 
tionally illiterate but they are doing 
so at a time when ordinary factory 
jobs require a high degree of skill 
"Very often, a company adopts a new 
participative productive process, and 
for the first time, a worker is being 
asked to think, to solve problems and 
to communicate," says Robert Fraser, 
associate director of Michigan's hn 

Lenox trainee gilds in 24-karat gold 
Prescreened for manual dexterity. 

dustrial training program. "These are 
skills that have never been developed! 
before; it requires a remedial prograrrB 
to show someone even how to turn oJ 
the calculator." 

That was the case at Dresser-RancB 
Co., a compressor, turbine and heavyfl 
equipment maker formed in January^ 
1987 by Ingersoll-Rand Co. and Dress 
er Industries Inc., previously competi 
tors for oil industry contracts. The 
venture's Painted Post, N.Y. plant 
formerly part of Ingersoll-Rand, oper 
ated then at just 30% of capacity; em 
ployment had dwindled over a ten 
year period to about 1,000, or less 
than a third of its peak. 

After closing factories elsewhere, 
Dresser-Rand brought new product 
lines to Painted Post. Many workers 
couldn't handle it. Lacking training 
they couldn't read blueprints for the 
Clark and Worthington equipment 
they now were supposed to make. Re 
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lake a shot 
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$180,000. 
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. 
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South Africa than all other 
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called workers needed refresher 
courses after layoffs that for some had 
lasted years. Production snarled as 
those few fully skilled employees 
were suddenly called upon to make up 
for the deficiencies of less accom- 
plished colleagues. 

Dresser also began to adopt a mod- 
ern cell production process, replacing 
assembly lines. That meant that one 
group of workers would completely 
fabricate a part instead of drilling just 
one hole or molding one edge, and 
then sending the piece down the line 
for the next process. Cell production 
requires workers to understand many 
different machines and materials. 
This called for skills and experience 
that much of the existing staff simply 
did not have. 

"This is building the 
foundation of our company. 
If you don't do this, you 
don't have a company." 

78 

"We kept hearing from supervisors 
who said they were getting parts with 
bad threads on them, $300, $400, $500 
pieces, every day," says Roger Bacon, 
a machinist and member of the joint 
management-labor training council 
formed to oversee Dresser-Rand's re- 
education effort. 

So far, more than 500, or about half, 
of Dresser-Rand production workers, 
at Painted Post have taken skills as- 
sessment tests. Most of these have 
gone on to some sort of classwork 
including remedial reading, because 
one-third of Painted Post's workers 
read at below the sixth-grade level 
The most ambitious of the bunch may 
eventually complete state-sponsored 
classes in blueprint reading, carbide 
tooling, threading and computer pro 
cess controls. 

"This is building the foundation of 
our company," says John Welch, pres- 
ident of Dresser-Rand's compressor 
division. "If you don't do this, you 
don't have a company." 

Quite literally so. The Dresser 
Rand classes are part of a $15 million 
package of incentives offered by New 
York State in 1987 to induce the com 
pany to continue production at three 
heavy equipment factories situated at 
Wellsville, Olean and Painted Post. 
After an international search for alter- 
natives, the company accepted New 
York's bid, retaining nearly 4,000 jobs 
and an annual payroll of $110 million. 

But the question remains: Why, in a 
nation that spends $331 billion on 
education, do basic reading and math 
skills have to be handled outside the 
regular educational establishment? 

FORBES, fUNE 26, 1989 



On saving lives and saving time. 
"Over one hundred men and women 
have been given a second chance at 

life with the JARVIK® 7 artificial 
heart, used to sustain them until a 

natural heart could be found. 
Many are now living normal 

lives and I   
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now they have 
new-found respect 
>r the importance of time. 

All the advances in science and technology 
innot alter the number of hours that we have 
ich day. And by making every second count, 
e'll certainly be able to accomplish much more. 
vHiether it's in business or in our personal lives 
To me, effective time management is an 

% tension of effective thinking. Most cre- 
ive ideas are enhanced by the ability to 
aickly and readily get them down. I find 
iat dictation helps me record an idea 
aickly and accurately, be it a draft of a 
ientific paper or a description for a new 
tvention. Dictation also helps me com 

hi ^se letters that are much more personal 

and spontaneous. 
I've developed a healthy respect for 

the value of time over the years, and 
believe that it's critical for us to recognize 

its importance. Managing it effectively 
can be a real life saver." 

Dictaphone has many products 
to help you better manage your 

time. From portable 
recorders to voice 

delivery systems that 
let you leave dicta- 

tion for your secretary 
any hour of the day or night. 

And when you're on the road, you can phone in 
dictation or leave a message for anyone in the office. 

At the heart of time management, you'll always 
find Dictaphone equipment. 

Dictaphone. 
Time Management 

taphone* is a trademark of Dictaphone Corporation, 
itford, CT ©1989 Dictaphone Corp. If Dictaphone 

A Pitney Bowes Company 



The Up & Comers 

Stars 

Its nice to have a niche, except the poten- 
tial competition wont let you enjoy it. 

Neutrogena 
defends its turf 

By John Heins 

F| EW SMALL COMPANIES have 
done as many things right as 

Neutrogena Corp. Once known 
almost exclusively for its translucent 
glycerine soap, Los Angeles-based 
Neutrogena now sells a full line of 
soaps, lotions, shampoos and condi- 
tioners. Sales have grown 32% annu- 
ally over the last five years; last year 
they hit $179 million. Earnings, at 
$23 million, represent an impressive 
13 cents on the sales dollar. Competi- 
tor Noxell Corp. nets  10 cents per 

sales dollar. Neutrogena is firmly en- 
trenched on the Forbes honor roll of 
the country's 200 Best Small Compa- 
nies (Nov. 14, 1988). 

We take you now to Wall Street, 
where Neutrogena has lately been a 
disaster. Since July of last year, the 
market has climbed 17%. Yet Neutro- 
gena shares have fallen 40%, to a re- 
cent 21, knocking nearly $390 million 
off this superb little company's mar- 
ket value. 

Some reduction was undoubtedly 
called for. At 36, Neutrogena stock 
was trading at 33  times estimated 

f rddrtch Cantor 

Neutrogena Corp Chief Executive Lloyd Catsen 
"If we just sell commodities, we're going to get waxed.' 
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earnings. Analyst Joseph Kozloff of 
Drexel Burnham Lambert figures 
Neutrogena will earn around $27 mil- 
lion ($1 a share) for the year ending in 
October. That will be an increase of 
just 16%. When fears of slower 
growth set in, many speculators 
dumped the stock. 

The more interesting question is: 
Why has growth begun to slow? The 
answer is that Neutrogena's powerful 
competitors—including Johnson &. 
Johnson and Revlon—have finally de- 
cided to invade Neutrogena's profit- 
able turf. Neutrogena Chief Executive 
Officer Lloyd Cotsen explained his 
strategy to FORBES in 1981: "I'm look- 
ing to be noncompetitive, to be the 
master fisherman in small ponds." 
But now everybody wants to poach in 
Cotsen's ponds. 

Neutrogena was founded as Chem- 
ists Inc. in the 1930s by Cotsen's fa- 
ther-in-law. By the time Cotsen took 
over in 1967, the company was doing 
just $3 million or so in sales, much of 
it from its high-priced amber glycer- 
ine soap—the rights to which it had 
bought from a Belgian chemist several 
years earlier. Through consistent 
courting of dermatologists and low- 
key, technically oriented advertising, 
Cotsen positioned Neutrogena soap 
as a pure, safe, almost therapeutic 
product worth paying a premium for. 

Cotsen carefully expanded Neutro- 
gena's product line. He introduced 
shampoos, lotions, creams and other 
similar products. But Cotsen contin- 
ued to sell the new Neutrogena prod- 
ucts as specialty items that would 
solve skin or hair problems safely. 
When he came out with Neutrogena 
shampoo in 1980, for example, he sold 
it as a clean-rinsing, residue-removing 
shampoo ideal for occasional use to 
give your hair a break from its regular 
shampoo. 

Now personal care products that 
tout their purity and healthfulness are 
all the rage. Johnson &. Johnson's new 
Purpose line of moisturizers and 
soaps are "Recommended by derma- 
tologists" and are supposedly "the 
prescription for healthy skin." Rev- 
Ion's new Clean & Clear shampoo is 
clearly inspired by Neutrogena's prod- 
uct, from its color to its claims of 
removing residue buildup and rinsing 
clean. Noxell's new Clarion line of 
soaps and skin-care products is 
pushed as "ultra pure" and "irritant 
free." Vidal Sassoon and Oil of Olay 
(both owned by Procter & Gamble), 
Almay and Jergens have all launched 
similar products recently. 

Cotsen, 60, is keeping his cool. "If I 
felt that 'health' wasn't where it's at, 
or that our brand image was lousy, or 
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SOMETIMES YOU HAVE 
TO TAKE A RISK 
TO MANAGE IT 

Throughout history. leaders have become legends by taking risks. 
The risk of the unknown, the unexplored, the uncharted. The 
challenge of trying something new. 
In the financial world, savvy risk managers know new ideas are 
not a risk, but a necessity. And that the biggest risk of all is 
a closed mind. 
At t he Chicago Board of Trade, we offer a new world of risk 
management. Where exceptional liquidity and unparalleled 
integrity prevail. Where interest rate futures and options span 
the yield curve. Providing protection and profit to those who 
accept the challenge. 
The world of interest rate futures. Explore it. You never know 
what you might discover. 

•Chicago goard nl iv.uli' 

U Chicago Board of Trade 
1-800-THE CBOT, extension 5000. 



ego are registered trademarks o- Prime Computer. Inc , Natick, MA 

WE HELPED SHAPE I 
In 1914, production of the 

earth's first soft drink reached 
2 million bottles a year. Today, 
it's over 2 million bottles a day. 

And how does Verrerie de 
Languedoc (a subsidiary of Perrier) 
maintain the consistent shape 
and quality of this world-famous 
bottle? 

* With computer systems from 
We gave Verrerie de Languedcxl 

capacity to design and mass prod* 
their bottle molds on digitally con I 
units. This integrated CAD/CAMI: 
(Computer-Aided Design/Compiji 
Aided Manufacturing) system frail 
Prime makes production more efflr 
and the drafting board passe\ 



IIENCH REVOLUTION 
10 cap it off, we gave them a high- 

ance database management system, 
t lets everyone share information fast so 
management flows more smoothly, 

tirse their success is part of Prime's 
We're a Fortune 500 company with 
evenues of more than $1.5 billion. 
I'd like to know more about how Prime 
»your busines's become a cause celebre, 

just call 1-617-275-1800 ext. 5490 
(In Canada, 1-800-268-4700). 

Prime. Vive la revolution. 

Prime 
Prime Computer, Inc. 
Prime and the Johnson & Johnson Family of Companies are 
proud co-sponsors of the PBS series NOVA. 



There's one news analysis program considered "can't miss" by Washington officials. 
The McLaughlin Group. 

Among its chief assets are the wit and intellect of John McLaughlin, Eleanor Clift, 
Fred Barnes, Morton Kondracke, Pat Buchanan and Jack Germond. 

They provide insightful, often prescient, political commentary on the most up-to- 
the-minute developments. Often with heated exchanges. 

So tune in to The McLaughlin Group. It's comprehensive, contentious and... 
contagious. 

Made possible by a grant from GE. 

THE MCLAUGHLIN GROUP 
Check your local listing for station and time 

We bring good things to life. 

Your Key Position 
is no Place for 
Experiments. 

Management Recruiters. 
No excuses, no alibis. 

Just maximum recruiting 
performance. 

HP MANAGEMENT 
RECRUITERS' 
350 offices nationwide 

84 

that we didn't have a good custome 
base, then I'd say we have big prob 
lems," he says during an interview 
Neutrogena's     small     headquarter 
building in a seedy area less than 
mile from Los Angeles Internationa 
Airport. "But I really see no reason t| 
panic." 

Panic would mean fighting compel] 
itors head-on by cutting prices, slap 
ping the Neutrogena name on dozenl 
of new products or rapidly expandin| 
its   distribution   away   from   drug 
stores—where 70% to 75% of all Nei 
trogena   products   are   sold.   Losi 
propositions, all. "If we just sell cor 
modities," says Cotsen, "we're goin| 
to get waxed." 

But if Cotsen's reaction is cool, i| 
isn't complacent. Neutrogena's cha 
lenge, he says, is to attract new cusj 
tomers without diluting the compa 
ny's premium image, and the premJ 
um   prices   ($2.09   for   a   bar   tl 
Neutrogena soap, versus 45 cents for | 

Cotsen's genius has been 
his ability not just to spot 
niches but to create them. 
Neutrogena promotes its eyi 
cream as safe and effective] 
for users of contact lenses. 
Is it limiting its market to 
contact lens wearers?Not i 
all. All people want to 
protect their eyes. 
"Niches," says Cotsen, 
tapping his head, "are real 
up here." 

bar of Dial, for example) consume: 
have been willing to pay. 

How will Cotsen pull that off? T< 
bolster what he calls Neutrogena' 
"health-caring" image, Cotsen i 
spending more on Neutrogena's mai 
keting efforts to health care profes 
sionals, including plastic surgeon 
and experts on aging, not just derma 
tologists. Cotsen also plans to spero 
more on conventional advertising, a) 
ready a high 21% of sales. Many Neu 
trogena print ads are heavy on facts 
delving deeply, for example, into sucl 
topics as "Itchy, flaky scalp?" wit! 
only a cursory mention of the Neutro 
gena name. "The Neutrogena brant 
image is golden," says Cosmopolitai 
editor Helen Gurley Brown, cleverly 
Yes, but to keep it that way, ne\ 
promotions will feature the Neutro 
gena name prominently, in an effor 
to build brand loyalty and draw nev 
customers to the entire family o 
Neutrogena products. Expect Neutro 
gena to advertise on television for th 
first time soon. 

New    products?    Cotsen   doesn' 
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ERCURY SABLE WAGON. 
A special rear suspension 
was designed to give the 

ible wagon the outstanding cornering characteristics 
a Sable sedan-quite an achievement in a station 

agon. Also, its well-rounded shape manages the 
nd to help keep the Sable wagon pressed to the road 
r better control. Even in the corners. Experience 
B handling of a Mercury Sable wagon at your Lincoln- 
ercury dealer today. For more Sable wagon informa- 
>n, call 1-800.-822-9292. 

For larger or smaller wagon needs, see Mercury's 
Grand Marquis Colony Park or Tracer wagons. 

LINCOLN-MERCURY DIVISION C^g>      Buckle up-together we can save lives. 

MERCURY 

LINCOLN 

Quality is Job 1. 



The third in a series to help set the record straight. 

The Price Mytt 
"Some long distance companies say they can save you mon 
However, the average business call is over 4 minutes!' 

Jack Duffy AT&T 
District Manager 

© 1989 AT&T 



destroyed. 
2d on a one-minute call. 

"It pays to read the fine print in ads 
for long distance service. You'll find 
some companies making cost com- 
parisons to AT&T for a 6-second or 12- 
second call. Can you believe that? How 
many 6-second calls do you make? 

The truth is, most business 
calls are longer than one minute. 
And on that basis, AT&T's prices are 
extremely competitive. 

In fact, the longer you talk, the more 
competitive our prices become. 

All of which is pretty remarkable.      Jack Duff* AT&T 

Especially when you consider that,with us,you're getting AT&T 
quality service, technology and reliability 

You're getting the most advanced network in the world. A net- 
work that checks the path a call takes, both ways, to make sure 
it's trouble-free. A network that offers the fastest call setup time. 
And the clearest, highest-quality data transmission possible. 

With AT&T every time you make a long distance call, time is 
on your side. And so is a whole lot more." 

It's time you knew the facts about long distance 
prices. Call us now at: 

1800 222-0400 

AT&T 
The right choice. 



want to talk specifics, but he does say 
that Neutrogena will continue to 
bring out two to four products every 
year. It's clear that Neutrogena will 
continue to target the fast-growing 
$1.5 billion skin-care market: Aging 
baby boomers will continue to ask for 
more and better products to keep their 
skin from sagging, drying out or wrin- 
kling. The skin-care market is frag- 
mented and consumers generally 
show great brand loyalty. That should 
work in Neutrogena's favor. 

For years Cotsen's marketing ge- 
nius has been his ability not just to 
spot niches but to create them. Look 
at Neutrogena's eye cream. Most 
firms have some sort of facial or eye 
cream. But Neutrogena promotes its 
cream as "ophthalmologist-tested"— 
safe and effective for users of contact 
lenses. Is Neutrogena limiting its eye 
cream market to contact lens wear- 
ers? Not at all. All people want to 
protect their eyes. "Niches," says 
Cotsen, tapping his head, "are really 
up here." 

The Wall Street crowd, apparently 
unimpressed by a company whose 
market value has climbed from $11 
million after going public in 1973 to 
$570 million today, hopes the compa- 
ny will sell out, thereby monetizing 
the considerable goodwill built up 
over the years and locked inside the 
Neutrogena name. By aggressively ex- 
panding distribution and marketing 
in the U.S. and abroad and pushing 
new products out faster, says Drexel 
Burnham's Kozloff, "the right pur- 
chaser could double the business in 6 
to 12 months." 

There will be no hostile takeover: 
Cotsen's family still owns around 
55% of Neutrogena's 26.8 million 
shares; even after the recent drop, that 
stock is worth some $310 million. But 
there are no more family members in 
the business, and Lloyd Cotsen ad- 
mits that running Neutrogena isn't as 
much fun as it used to be. 

"It's very hard to delegate the stuff I 
care about," says Cotsen, "and having 
to keep so many balls in the air is 
taxing." He has plenty of other inter- 
ests. A trained archeology field archi- 
tect, he has spent weeks at a time in 
recent years at an excavation site in 
Greece. He also has a large collection 
of folk art, much of it—quilts, stuffed 
animals, kaleidoscopes—adorning 
Neutrogena's offices. 

"I have several scenarios of what 
might happen to the company," says 
Cotsen, "but they're mine." One gets 
the distinct feeling, though, that a 
transition is still a ways off. Cotsen 
has taken Neutrogena too far to bail 
out now ■ 

The Up & Comers 

Strategies 

Gino Pala progressed from high school\ 
dropout to bartender to small-time raider. 
Now he has a company to run: Dixon\ 
Ticonderoga, the august pencilmaker. 

Better than 
an M.B.A. 

By Fleming Meeks 

I THINK I LIKE the pencil business," 
says Gino Pala, the gravel-voiced 
chief executive of Vero Beach, 

Fla.'s Dixon Ticonderoga Co. The 
162-year-old pencil manufacturer is 
not exactly a growth company: It 
earned just $3 million last year (ended 
Sept. 30), on revenues of $80 million. 
The business has its attractions, how- 
ever. Says Pala: "The product never 
goes out of style. It's the same color 
every year. It's not perishable, it's got 
a damn good shelf life, and the econo- 
my doesn't affect it." 

That's not the way the country's 
better business schools teach future 
executives to view a business, but 
Gino Pala made his way without the 
help of a better business school. He 
had something far better: a capacity 
for hard work and a lifetime of busi- 
ness experiences. 

The son of Italian immigrant, par- 
ents, Pala, now 61, dropped out of 
school in the 11th grade to take a job 
in a fruit market after his tavern-keep- 
er father died in 1944. As soon as he 
turned 21, he took over the family- 
owned Pala's Cafe, a small bar and 
restaurant on Union Street in Wil- 
mington, Del. He ran Pala's from 1948 
to 1978. 

Pala's Cafe was really a kind of 
meeting place and hangout for Pala. 
He and his older brother, Joseph, start- 
ed Pala Brothers, a furniture store, in 
1954. For the next five years he deliv- 
ered furniture by day and minded the 
bar at Pala's at night. 

"That's what you had to do to get! 
ahead," he says of that exhaustingl 
schedule. "You had all the hours in| 
the world to work." 

In the mid-Sixties local Wilming- 
ton lawyers and real estate developers! 
began frequenting Pala's Cafe. Some! 
of them invited Pala to take little! 
pieces of their little deals. Before long,! 
Pala, working from his kitchen table! 
at home, was putting together his| 
own real estate deals. 

One of Pala's Cafe's more distin-| 
guished patrons was David K. Brew- 
ster, the former deputy attorney gen- 
eral and securities commissioner ofl 
Delaware. In late 1975 Brewster camel 
into the bar with a different kind ofl 
little deal. He wanted to take over the| 
$52 million (1975 revenues), Ameri- 
can Stock Exchange-traded Electric! 
Hose & Rubber Co., which he viewed! 
as highly undervalued. It was selling! 
for less than 15 cents on the salesl 
dollar. 

By this time Pala, who always lived! 
modestly, had piled up quite a bit ofl 
money dabbling in real estate. Twol 
months   later   Brewster   and   Palal 
bought 20% of the shares of Wilming-[ 
ton-based Electric Hose on the open| 
market, for $1.6 million, and subse- 
quently launched a proxy fight to take! 
control. They lost the proxy fight, but| 
11 months after they bought their ini- 
tial stake, Electric Hose management] 
found a white knight to buy the raid- 
ers' shares for $2.4 million. A nicej 
profit. 

In 1978 Pala and Brewster foundl 
another  sleepy  public  company  tol 
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Broadcasting 
"When a company has a name as well- 

known as Westinghouse, people think they 
know what you do." 

\\fesrirghouse 
Today 
"People think we still make appliances. 

We haven't made them in nearly 15years. 
"People think we still make light bulbs. 

We haven't made them in over six years. 
"And some people think we're still in the 

same businesses we were 100 years ago. 
Well, we are and we aren 't. 

"Westinghouse is a company committed 
to quality, doing surprising things that 
touch people's lives in surprising ways- 
all over the world. 

"We're a company you should get to 
know better." ^ 

John C. Marous 
Chairman and 
Chief Executive Officer 

Financial Services 
One of Americas 
top six business 

finance companies 
Westinghouse Credit 

and its financial service 
affiliates offer a wide 
range of services 
Including capital for 
business expansion, 
acquisitions and re- 
capitalizations, commer- 
cial and residential real 
estate development, 
and leasing and financ- 

ing major equipment and facilities 
We play a major role in employee buy-outs of 

established businesses. We make equity investments 
in companies. And buy, sell, and manage income- 
producing real estate properties 

More than 100 million 
people tune in toWestipghouse 

everyday 
Westinghouse Group W Broadcasting is 

one of America's largest, most diversified and 
fastest growing entertainment companies. 

Group W radio stations broadcast to one 
out of three American homes. In fact, WINS 
all-news radio in New York is the nation's 
most-listened-to station. 

Our five TV stations are seen in 10 million 
homes a week, and each is a leader in news 
and local programming. And theTVGroup's 
NEWS FEED Network is the nation's largest 

video news service. 
We syndicate the hottest new show 

on children's TV, "Teenage Mutant 
Ninja Turtles," to more than 140 

stations across die country. 
And we also distribute more 
programming via satellite than 
anybody else. We even market 

cable TV's popular The 
Nashville Network." 

Environment 
A leader in tackling 

tough environmental problems. 
r 

Our waste-to-energy systems are disposing' 
of garbage while efficiently turning it into / 
electricity, helping municipalities reduce/ 
their need for unsanitary landfills. 

And Westinghouse is helping 
t( > lead the way in die treat- 
ment and disposal of 
hazardous and toxic wastes. 
In fact, we offer tech- 
nologies that can 
destroy these 
materials, includ- 
ing FCBs, at 
efficiencies 
exceeding 
999999%. 



Electronics 
lie world leader in radar. 
Our new radar, soon to be 
;talled at every major U.S. airport, 
II now allow air traffic controllers 
track weather and aircraft on the 
ne screen at the same time. 
And our advanced air route surveil- 
ice radar will give the FAA a much 
iter view of air traffic along major 
jtes, while also serving the U.S. Air 
rce's air defense needs. 
We developed and built the Airborne 
irning and Control System (AWACS) 
lar, part of the free world's first line of 
fense. And we're working on radar and 
■ctronic systems for the U.S. Air Force's and 
vy's next-generation fighters. 
We even offer industry the most powerful 
tributed process control management 
items available today. 

Communities 
One of Americas 
leadingdevelopers, 

of planned communities. 

Energy 
Aworid leader in energy 

We're a recognized world leader in conventional power 
generation, supplyi ng mi 11 ions of megawatts of electr icity on 

almost every continent. 
We're also a leader in nuclear fuel. In fact, our Commercial 

Nuclear Fuel Division was a winner of one of the first 
Malcolm Baldrige National Quality Awards. 

More than half the free world's nuclear power plants are based 
on Westinghouse technology. We're developing safer, even more 
environmentally compatible, advanced nuclear power plants. 

And we're developing new technologies for the future, such 
as fusion, superconductivity, fuel cells, and solar photovoltaics. 

Distribution 
Moving everything from 
strawberries to electricity ^ 

Our Thermo King subsidiary is the world 
leader in transport refrigeration and is supported by 

the industry's largest dealer network. Thermo King- 
equipped vehicles safely transport all kinds of perishables 
from produce and chemicals to film and pharmaceuticals-in 
more than 80 countries around the world, including the Soviet 
Union and China. 

We're also a leading distributor of electrical, mechanical, and 
electronic products, maintaining complete inventories of more than 
100,000 items through a network of 230 wholly-owned U.S. locations 
and over 1,500 independent distributors. 

More than 175,000 
people live in 
Westinghouse planned 
communities. 

In the Ft. Lauderdale 
area, we're in our fifth 
decade of developing 
quality cities and 
communities-including 
the master-planned, 
full-service city of Coral 

Brings, designed to serve more than 100,000 residents. 
■ Our new community, Gateway, near Ft. Myers, will be 
|p future home to an estimated 40,000 people. 
■ We're planning bur newest community of homes, 
Iiools, businesses, offices, shopping, and recreation areas 
I a 5,500-acre site in Marana, near Tucson, Arizona. 
I Pelican Bay, near Naples, Florida, hosts 1,400 luxury 
Imes, two quality hotels, and a championship golf 
I jrse. And another luxury community is planned for 
I m Desert, California. 

Office Systems 
Making offices and people moie productive. 

Westinghouse helped pioneer the concept of open office 
furniture systems-systems designed to help people do their 
jobs more productively and comfortably. 

We offer a variety of innovative systems-related products, 
designed around a panel system backed by the industry's 
only lifetime warranty. 

Westinghouse developed and built one of the world's most 
sophisticated and reliable telecommunications systems for 
our own use. 

Now we're offering the industry's only fully-integrated 
voice/data network capability to businesses, providing them 
with a unique solution to their telecommunications needs. 

So now that you know Westinghouse a little better, you can 
see that we're doing important things in important areas. 
Perhaps we even touched your life today. 

Ybucanbesureu.   _ 
if ITs Westinghouse© T • 1     ifitsWestinghouse^) 

esroouse 



Dixon Ticonderoga Chief F.xccutuv Gino I'aki 
From bartender to pencil magnate. 

Red u fgan 

raid: Bryn Mawr Corp. This time 
they'd take no chances on a proxy 
contest. They put up $500,000 and 
borrowed $1 million to buy 51% of 
Bryn Mawr's stock. 

Bryn Mawr was a hodgepodge of 
Florida real estate, moneylosing res- 
taurants and a New Jersey bus compa- 
ny. It had $9 million of debt, no cash, 
was about to go broke. It was at this 
point that Pala turned the bar over to 
younger brother Ernest and sister An- 
gela (who still run it), moved to Flori- 
da and began selling off Bryn Mawr's 
assets. Over the next few years he sold 
$25 million worth of assets. After pay- 
ing off its debt, the company netted 
$10 million pretax. 

Next target: the Joseph Dixon Cru- 
cible Co. In 1981 Pala and Brewster, 
through Bryn Mawr, began buying 
shares in the tumbledown old pencil- 
maker. "They should have owned the 
pencil business," says Pala. "But they 
weren't even spending depreciation" 
to keep their plants in shape. Dixon 
earned )ust $1 million in 1981 on $64 
million in revenues; in 1982 it lost $1 
million on $57 million. 

After buying 13% of Dixon, Pala 
and Brewster convinced Dixon's man- 
agement in 1983 to approve a nu 

92 

of the company into Bryn Mawr. The 
transaction was financed with $18 
million borrowed from Citicorp In- 
dustrial Credit and $9 million worth 
of junk bonds issued through Drexel 
Burnham Lambert. The merged com- 
pany was renamed Dixon Ticondero- 
ga, after Dixon's oldest brand name, 
the Ticonderoga pencil. Dixon Ticon- 
deroga currently has 3 million shares 
outstanding and trades on the Ameri- 
can Stock Exchange. 

Once in control, Pala again began 
selling off the company's assets, con- 
solidating operations and using the 
proceeds to make acquisition debt 
more manageable and to upgrade Dix- 
on's aging plants. In 1985 the stream- 
lined company earned $ 1.5 million on 
revenues of $70 million—after debt 
service of $5.4 million. 

Unfortunately, Brewster apparently 
wasn't satisfied and misappropriated 
corporate funds. In 1985, after an in- 
dependant investigation, Brewster re- 
signed from the company, made resti- 
tution of $456,000, and assigned vot- 
ing rights to his shares to Pala. The 
shares were subsequently sold. 

As an operations man as well as a 
raider, Pala has shown himself highly 
competent. In addition to upgrading 

Dixon's plants and cutting corporate 
staff, he has also made several acquisi 
tions that are benefiting Dixon. In the 
past two years Pala has acquired two 
more   pencil   companies,   plus   the 
Wearever Pen company. Dixon now 
manufactures pens, pencils, markers, 
crayons, chalks, erasers and rubber 
bands,    and   is   the   second-largest 
graphite refiner in the U.S. Dixon and 
privately held competitors Faber-Cas 
tell Corp. and Empire-Berol Co. to 
gether control an estimated 95% of 
the $100 million wholesale market 
for pencils in this country. 

Pala has also brought manufactur 
ing costs down significantly. Case in 
point: Since taking over the company 
in 1983, he's brought down the manu- 
facturing cost on Dixon's low-end 
Oriole pencil from $5.25 per gross to 
$3.05 per gross. And the acquisition 
and consolidation of Ruwe Pencil and 
National Pen & Pencil in 1988 
brought down the fixed cost of Dix 
on's overall annual U.S. pencil pro- 
duction of 2.5 million gross (another 
1.5 million gross are manufactured in 
Dixon's Canada and Mexico plants) 
by 30 cents a gross. If that sounds 
trifling, remember that in a coramod 
lty business like pencils cost reduc- 
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o 
It's a simple formula. 

The more power under the 
hood, the faster you go. Well, 
I just found a 386 PC with a 
Ferrari engine.9 

Q 

TM ZENITH INNOVATES AGAIN 
Racing at 8.2 MIPS!' Zenith shatters the 33MHz speed barrier with 
one of the fastest Intel386m workstations ever built. 

Even after you see it, you still might not believe that any 386/33 workstation 
can deliver such unprecedented speed and reliability as Zenith Data Systems' 
Z-386/33. But it's true. 

Up to 30% faster than many 25MHz desktops, Zenith's Z-386/33 even 
exceeds the limits of other 33MHz systems. In fact, its super-fast processor, disk 
and memory subsystems give you uncompromising performance. So you can 
blaze through the most demanding scientific, engineering and manufacturing 
applications at an almost unheard of 8.2 MIPS. 

For those who need 25MHz power, there's the Zenith Z-386/25. It, too, gives 
you high-powered file serving, CAD/CAM/CAE, multi-tasking and multi-user 
capabilities. And each lets you take advantage of thousands of industry standard 
peripherals as well as such advanced operating environments as MS OS/2® 
and SCO™ Xenixf 

Both 32-bit powerhouse workstations also let you add hard drives and up 
to 64MB of memory to keep pace with your growing needs. Plus, they come 
standard with MS-DOS? And all hard 
drive models even include Microsoft* 
Windows/386. 

So if you need a faster workstation — 
or the fastest—shift into overdrive with 
Zenith's Z-386/25 or Z-386/33 today. 
For the name of your nearest Zenith Data 
Systems authorized dealer, call: 
1-800-553-0350. 

m 
5-Wt. 

rA 

m •n'ij: 

38* 

8* 

m 

fiENmi I data 
I systems 

THE QUALITY GOES IN BEFORE THE NAME GOES ON' 

Graphics simulate Microsoft* Windows, a product and trademark of Microsoft 
Corporation. MS-DOS. MS OS/2, Microsoft Windows/386 and Xenix are 
registered trademarks of Microsoft Corporation. SCO is a trademark of The 
Santa Cruz Operation, Inc. Intel386 is a trademark of Intel Corporation 

^Source: Power Meffr™ VI.5, The Database Group. Inc.. Upland. CA. MIPS: Millions of Instructions Per Second © 1989. Zenith Data Systems 
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A NEW FOBCE IS SHAPING 
LATIN AMERICAN OPINION 

An important new Spanish- 
language monthly designed for 
Latin America's elite in finance, 
commerce, and government. 

A 

offers its readers: 
• the issues that will make 
headlines in tomorrow's papers. 
• the ideas and challenges that 
will confront a continent. 
• all treated with the rigor and 
depth of an essay and the appeal of 
a colorful feature. 

Launched in October, 1988, UNO already enjoys a 50,000 
plus circulation. 

UNO is represented in the United States for advertising 
sales by STRUBE COUGHLIN ASSOCIATES, 110 Laurel 
Avenue, Larchmont, New York 10538. For complete 
details, call 914-834-0228. 

ThisbritThe 
ylkperThatCan 
ip^bu Get Ahead 
InBusiness. 

CONORS THE DEGREE OF 
MASTER IN H.S1NESS ADMINISTRATCN 

Next time impress them 
with a sheet of paper from Mead. 
We have quality grades that get 
your message noticed and yon: 
point across. So make the nght 
career move Reach for Mead 

^(Tfeod 
== Business Papers 

■■)■ I ■ -  '        hk 

Ask us how to 
cut your risk in 
today's market 
If you want to reduce your market risk, 
Twentieth Century Investors' five fixed 
income funds can give you a wide range 
of quality, no-load investment options. 
•Cash Reserve 
•U.S. Governments 
•Long-Term Bond 
•Tax-Exempt Intermediate Term 
•Tax-Exempt Long Term 

Eor complete information about 
Twentieth Century Investors, including 
charges and expenses, call toll-free for 
an Information Kit and Prospectus. 
Please read the Prospectus carefully 
before investing. 

.\<k for your free 
rtiide *o Cutting Risk. 

I-8OO-345-2021 

I ■"HSMrHP 
; I   \  \    1     5  T O  R  S 

•200. Kansas City, MO 64141-6200 
FBS 

tion is crucial. 
In crayons, Dixon's Prang and Coloi 

Art brands, previously sold almost ex 
clusively to schools, have about 15% 
of the $90 million wholesale crayor 
market; Binney & Smith, a subsidiary 
of Hallmark Cards, dominates witl 
80% for its Crayola brand. But Dixon 
which prices its crayons 25% belov 
Crayola, is making inroads by produc 
ing private-label crayons for K mar 
and other mass merchants. 

Let's not ignore the risks in Pala': 
Dixon. The company remains highl) 
leveraged. Overall debt is currentl) 
$38 million, against just $19 millior 
in equity. In the first two fiscal quar 
ters of 1989, rising interest rates hav< 
cost Dixon an extra $700,000, or mon 
than 50%> over the same period las 
year—though earnings, too, were ui 
strongly. Pala says he's considering ; 
secondary stock offering to "clean ur 
the balance sheet." 

Dixon, whose split-adjusted share; 

When he turned 21, Pala 
took over the family-owned 
Pala's Cafe. Then he and 
his brother started Pala 
Brothers, a furniture store. 
For the next five years he 
delivered furniture by day 
and minded the bar at Pala's 
by night. "That's what you 
had to do to get ahead," he I 
says. "You had all the 
hours in the world to work.' 

traded at about 2 after the 1983 merg 
er, currently trades at around 18 
that's around 13 times estimatec 
1989 earnings. But whether the com 
pany's earnings growth can continut 
will depend, in large part, on Dixon': 
ability to penetrate the mass market 
"We've brought our costs down," say 
Pala. "Now we have to be aggressiv* 
in the marketplace." His incentive i: 
substantial: Pala owns 21% of Dix 
on's stock; his holding is currentb 
worth over $11 million. 

While a lot has changed for Pala 
much hasn't changed. When Pala goe 
back to Wilmington, he stays at the 
apartment over Pala's Cafe ^vhere hi: 
sister and his 91-year-old nr^her nov 
live. He generally stops off a the ha 
for a few drinks with "tht FUVS h A 
the neighborhood.'' Laug! ; " <>'a 
"They say, 'Don't you gev jtivou.1 

fooling around with a!' ti >se mu 
lions?' And I say, 'You remember w( 
used to go down to Spag's Poo'-oor 
and shoot quarter eightl A\ when v\ 
didn't have the quarter? Vwfrna 'z nj 
nervous.' " ■ 
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EXPERIENCE THIS 

EN ROUTE TO THESE 

XUWCtt   RMNCfORr 
/ ;?*J>  m AIR   i<^r      * A ^1 3S£ 

^Cn IU*?   *CK BRU ' iV^MUC 

AND ONLY I\Y 
IF You 

FIRST CLASS FARE 
USE THIS 

r the price of your first class round 
p ticket to Europe, you will experi 
ce the luxury of the Air France 
>ncorde* to and from Paris. You'll 

1 rive in a refreshing 33A hours. A 
0' 
,, auffeur-driven limousine will then whisk you 

o Paris for a good night's sleep.t You'll feel fresh the 
xt morning when your driver returns you to the air 
rt for the connecting flight to your final destination 

Cards 
*Air France Concorde flights available daily from New York City. Offer valid when ticket is purchased with the American Express Card for round triptrave1 c  "Hiring from June 2* 'o August."'. '989. 

on Air France and originating in the USA. tHotel accommodations are not included in this offer. 

All of this is compliments of the 
American Express® Card. Simply 
book this very special offer at least 
24 hours in advance for travel 
from June 20 until August 31 and 

purchase your Air France tickets in the USA with the 
American Express Card. Me*^?rsh;-> Has Its Privileges!" 
For details, call your travel specialist o^ 1-800-232-7557. 

NYC call 212-265-5460. TLJC  L[K IC   / DT 
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10:34 AM 
NEC helps the Chicago Police solve 
a fifteen-year-old murder mystery. 

An unresolved murder baffled the Chicago 
Police. It sat in their files year after year with only a 
single clue: fingerprints lifted from the victim's car. 

The prints proved useless — until detectives 
put NEC's revolutionary Automated Fingerprint 
Identification System (AFIS) on the case. 
Within 20 minutes, a suspect who had gotten 
away with murder for 15 years was identified. 
He was later arrested. The quality and reliability 
of this around-the-clock system has so impressed Illinois authorities 
they're installing a fingerprint network across the entire state. Since 
its introduction, the system has been instrumental in identifying over 
16,000 suspects throughout the U.S. 

For years, NEC quality has reached far beyond law enforcement, 
into every corner of America, Youll find the quality products of NEC 
in corporations large and small. In public and private institutions. 
And in homes across the country. Everywhere you look, NEC quality 
is proving itself. Every minute of every day. 

SEC 
Quality That Proves Itself* 

Communications ♦ Computers • Electron Devices • Home Electronics 



llbe dealmakers and their lawyers seem to 
open new tax loopholes as fast as Congress 
closes old ones. Here's the latest gimmick. 

ESOP fable 

By Tatiana Pouschine 

CONGRESS DEALT yet another 
blow to the lucrative trade in 
tax-loss carryforwards, provid- 

ing in the Tax Reform Act of 1986 
that for all practical purposes only the 
company that incurred the original 
loss could use the tax offset. 

But it didn't take long for a smart 
lawyer, Robert Jacobs at Manhattan's 
Milbank, Tweed, Hadley &. McCloy, 
to figure a way through the supposed- 
ly closed loophole. Congress had 
made an exception for ESOPS— 
Employee Stock Ownership Plans. If 
an ESOP buys at least 50% of a compa- 
ny, no ownership change has taken 
place for tax purposes and the tax off- 
set is still good. 

So why couldn't a couple of people 
buy into a company with a loss, be- 
come employees, create an ESOP and 
use the loss to reduce taxes on any 
future earnings? Since the tax law 
change had severely curtailed the 
market for the carryforwards, the 
price ought to be right—for the buyer. 

No sooner thought than done—and 
thus was bom what may soon become 
a hot trend on Wall Street. 

The doer was an ambitious invest- 
ment partnership, Joseph Littlejohn & 
Levy. Formed in 1988 to look for dis- 
tressed companies, the partnership 
brought together three young men: 
Peter Joseph, 37, who had practiced 
law at Stroock & Stroock & Lavan; 

Angus Littlejohn Jr., 39, a former in- 
vestment banker at Quadrex Securi- 
ties Corp.; and Paul Levy, 41, a former 
Drexel Bumham managing director. 

Right off the mark, the partners hit 
a home run with Rexene, a plastics 
company. In April 1988, with two 
partners, it bought the company for 25 
cents a share. In July Rexene issued 
6.9 million shares to the p :hlic, fetch- 

98 

ing $21.50 a share, JLL'S original $2.2 
million equity investment had grown 
to $189 million practically overnight. 
With winners like Rexene, is it any 
wonder that JLL should turn its 
thoughts to sheltering the earnings of 
future acquisitions? 

No surprise, then, that the firm was 
interested in Milbank, Tweed's idea 
for using ESOPS to buy carryforwards. 
Milbank, Tweed developed its ESOP 
idea as it was working on a reorgani- 
zation plan for McLean Industries. 
The company, which once owned two 
shipping lines plus substantial 
amounts of real estate, went spectac- 
ularly bankrupt in November 1986. 
Milbank, Tweed's reorganization plan 
involved packaging the remaining as- 
sets into two salable units. One con- 
tained the remains of the shipping 
lines and is now being reorganized. 

Taxing Matters 
The other was a corporate shell whosj 
assets consisted of $5 million in casl 
and a $525 million nonoperating los 
carryforward. The shell and the los 
were the property of McLean's oln 
bondholders. 

Essentially, Joseph Littlejohn of 
fered bondholders $5 million in casl 
for 50.1% of the company. The bond 
holders voted to go along. The nev 
company would thus have $10 m 
lion in cash and the carryforward. 

In effect, JLL got 50.1% of the tad 
carryforward for nothing. Well, no 
quite for nothing. The firm did throvj 
in its supposed expertise in dealma 
ing. But the price for the bondholder 
was stiff, the payoff uncertain. 

What was the tax thing worth wit 
out Joseph Littlejohn? Gary Hindes 
chairman of the bondholders commit 
tee, agrees that if the holding compa 
ny with its $525 million asset ha< 
been sold publicly, bondholder 
would have gotten between 8 cent 
and 10 cents on the dollar, or $41 
million to $53 million. But if the cred 
its could be used to offset profits fron 
elsewhere, the value could go as higl 
as 34 cents on the dollar—as much a 
$175 million. That hope helped per 
suade the bondholders to go alonj 
with Joseph Littlejohn's offer. The? 
decided to go for half of $175 millior 
rather than all of, say, $50 million. 

Another hope also motivated th 
bondholders: that Joseph Littlejohi 
could repeat its success and find an 
other deal like Rexene. The partner: 
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XEROX 

ike other copier 
ompanies, we give 
ou a warranty we 

can be comfortable 
with. 

's one thing to talk about quality. And 
Jite another to back it up. 

So if you're in the market for a reli- 
ile, durable desktop copier that's built 
stay that way, we have a suggestion: 

)mpare the warranty of the other guy's 
isktop copier to that of a Xerox copier. 

You'll notice that the Xerox 5012, 
)14,5018 and 5028 desktop copiers offer 
ree years. While other manufacturers 
Tanon, Sharp and Ricoh, not to mention 
'eryone else in the business) offer three 
onths or less. 

Does this mean we're more confi- 
dent about the quality of our copiers than 
the other guy? Could be. 

It could also be one of the best 
reasons yet to buy a copier that's built and 
serviced by Team Xerox—a copier you can 
be comfortable with for years to come. 

Guaranteed. 
For more information about Xerox 

desktop copiers, call 1-800-TEAM-XRX, 
Ext. 1014, or fill in the coupon. 

Team Xerox. We document the world. 

I'd like to learn more about Xerox desktop copiers and 
their unique three-year warranty. 
D Please send me more information 
Q Please have a sales representative contact me. 
Send this coupon to: 
Xerox Corporation. PO. Box 24, Rochester, NY 14692 

CITY STATb ZIP 0152-6-26-89 

II vou can't wait, call 1-800 -I LAM XRX. Ext. 1014 
(1-8O0-832-6979, Ext. 1014). 
XI ROX* jfid'ni; SOU. 5018.502Kal   IndciMiiol XEROX CORPORATION 



made it dear they would use the shell 
to acquire going companies and then 
shelter their earnings, turning the car- 
ryforward rapidly into cash. 

But bondholders' chances of realiz- 
ing maximum values are forlorn. 
Considering the fees and expenses the 
Joseph Littlejohn partners plan to 
charge McLean off the top, and con- 
sidering that the bondholders have al- 
ready given half the company away, it 
will be close to impossible for the 
bondholders to come out better than 
if they had simply peddled the tax 
offsets and wound up the operation. 

Consider: Each of the three partners 
will receive $250,000 annually in sal- 
aries as McLean employees. The part- 
ners, as Joseph Littlejohn & Levy, will 
bill the company each year $2.2 mil- 
lion for overhead. If the partnership 
makes an acquisition, it will get in- 
vestment banking fees, which are 
typically 0.5% of the purchase price, 
plus  management  fees   of  at   least 

$500,000 per year per deal. Finally, 
the partnership will receive $600,000 
a year in cash dividends on its $5 
million of 11% preferred stock B 
while the bondholders have to wait 
five years for cash from their 9% pre- 
ferred stock A. 

Obviously the deal is based on the 
hope that Joseph Littlejohn can do 
some very big deals. To use the entire 
tax-loss carryforward, the firm will 
need an acquisition or acquisitions 
that will generate $525 million in 
earnings in around seven years. 

But McLean has only $10 million in 
capital. How can it do big deals with 
so little cash? One table in the reorga- 
nization plan hints that McLean has 
access to $350 million in unused equi- 
ty commitment. The partnership 
makes no secret that one of its poten- 
tial sugar daddies is Drexel Burnham 
Lambert. But Drexel is not in business 
for pleasure. In addition to stiff inter- 
est rates, Drexel normally wants and 

gets a hefty piece of the action. 
When you add it all up, it's hard tc 

see how the poor original McLear 
bondholders, already beaten from pil 
lar to post, are going to come ou' 
ahead in the JLL deal. And it is hard tc 
see how ILL'S partners can avoid mak 
ing a killing. 

Hindes, the chairman of the bond 
holders' committee, says their deci 
sion was based on Joseph Littlejohn': 
record as well as on personality. He 
adds: "You have to pay for the best." 

But do you have to give away the 
whole store? 

Meanwhile, the Internal Revenue 
Service has cracked down on the ESOI 
deals—sort of. After the ILL dea 
slipped through, Congress ruled tha 
such deals couldn't be done unless a 
least half the company's employees 
participated in the ESOP. Doesn' 
sound like an impossible conditior 
for guys like ILL to meet. Close one 
loophole and you open another. ■ 

AVX prospers in an internationally com- 
petitive business, but its ups and downs 
make a lot of people nervous. 

Living 
dangerously 

By Alyssa A. Lappen 

IN AMERICAN ELECTRONICS, AVX IS 

a rarity. It has grown rapidly in the 
U.S., Europe and the Far East by 

churning out low-cost products. True, 
AVX does much of its manufacturing 
overseas, but it remains, defiantly, a 
U.S. company. 

•\\x makes capacitors, the tiny 
parts that store and channel electric- 
ity in televisions, cellular telephones, 
personal computers, microwave radar 
systems and hundreds of other elec- 
tronic devices [hese capacitors are 
crucial because they protect electron- 
ic switches and memory chips from 
unexpected   power   surg elec- 

oductshave proliferated over 
the past decade, the \ tpac- 
itor ,    excluding   [apa i    has 

UK) 

grown to $1.4 billion. 
In this highly competitive field, 

AVX' low-cost strategy has paid off 
handsomely, particularly in its spe- 
cialty, which is ceramic capacitors. 
The New York City-based firm now 
commands 41% of the market for ce- 
ramic capacitors in the U.S. anil 25% 
in Europe. Last year alone, AVX sales 
rose 50%, to $408 million. Profits 
shot up 74%, to $28 million, or $1.88 
per share 

How does AVX keep its prices down? 
Smart capital spending, low labor 
costs and some unique technology, 
chairman Marshall Butler prides 
himself on plowing money back into 
his business. Despite its small size, 
the company has reinvested some 
$150 million in plant and equipment 
since 1984. Among the most impor- 

tant areas of investment has been i 
new process that eliminates the neec 
for costly palladium in many AV> 
parts. This has reduced the company's 
spending for precious metals from 
20% of sales in 1980 to 5% of sales 
last year. 

Even so, Butler increasingly has hae 
to turn to manufacturing capacitors 
abroad. Last year he expanded manu 
facturing plants in Mexico, El Salva 
dor and Singapore, cutting wage cost! 
as much as 90% below those in Eu 
rope or the U.S. 

Prospering—indeed surviving in 
this competitive business—has not 
been easy, AVX' heavy capital invest 
ment has taken the company's cam 
ings on a roller-coaster ride. Befon 
recovering in 1987 and 1988, AVX 
posted a $12.3 million loss in 198 
and a $3.1 million loss in 1986. 

Shareholders also got a rude shock 
in 1985 when AVX issued 3.4 million 
new shares and again in 1987 when it 
issued $75 million worth of convert- 
ible debentures to strengthen its 
strained capital base. Overall this in 
creased the number of shares 65% on 
a fully diluted basis and reduced earn 
ings per share. 

But to Butler such problems are un 
avoidable in a business like his. In 
deed, it was the fight for survival 
against Japanese competition that 
made AVX as tough a competitor as it 
is. The battle began in 1985 when 
Japan's top ceramic capacitor mak- 
ers—Murata Manufacturing, TDK and 
Kyoccra—were hurt badly by the 
sharp decline in demand for home 
computers and videogames and the 
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balanced portfolio includes more than stocks, bonds and T-bills. 
Historically, gold has been the source of 

stability in uncertain times. That's why savvy 
investors include it in their investment portfolios. 

And the market place for gold is Comex, the 
most active metals market in the world. Call 
(800) 333-2900. In New York (212) 938-7921. 
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rise of the yen. The Japanese 
moved further into AVX' terri- 
tory, aiming to sell more ca- 
pacitors to U.S. data process- 
ing manufacturers. Butler took 
the offensive by cutting prices 
by as much as 20% in 18 
months. Says he, "We were 
not going to let the Japanese 
walk all over us." 

They didn't. By cutting 
prices, AVX protected its turf 
and, in fact, gained share. To- 
day only Murata is bigger in 
capacitors, and most of its 
sales are in Japan. Butler even 
tried to beat the Japanese at 
home. But after losing money 
there for several years, AVX in 
1986 sold 75% of its Japanese 
operation. Elsewhere in Asia, 
however, the company has a 
30% market share, and that 
stake is growing. 

U.S. competitors, too, were hurt 
once Butler began slashing prices in 
1985. Two years later Perm Central 
spun off capacitor maker Sprague 
Technologies to shareholders. Union 
Carbide also retreated from capaci- 
tors, selling half its stake in Kemet 
Electronics to a group of managers. 

One reason AVX has held its own 
against electronics giants at home and 
abroad is its relentless dedication to 

AVX' 
Can 

Charles Dill (left) and Mars/xill Butler 
they keep earnings steady? 

improving its products. "Ceramic ca- 
pacitors are the same basic gizmo now 
that they were 20 years ago," says 
Butler. "We just tweak them to im- 
prove quality, reliability and yields." 

AVX has also been aggressive on the 
acquisition front. In 1987 it picked up 
the tantalum capacitor operations of 
STC, a European electronics company, 
fcr $46 million, and Coming's tanta- 
lum and glass capacitor business for 
$65 million. These moves increased 

sales by 33%. 
Strategically, Butler is posi- 

tioning the company to be less 
reliant on the computer indus- 
try, which has slowed down in 
recent years. Only 30% of AVX 
goods now go to the computer 
trade, down from 35% in 1987. 
Meanwhile, 25% of AVX' out- 
put goes to the telecommuni- 
cations market. Of the rest, 
20% goes to government and 
military hardware, 13% to 
cars and consumer goods and 
12% to instruments and in- 
dustrial controls. 

Early last year Butler hired 
Charles Dill, 49, a marketing 
and operations man from Em- 
erson Electric. As president 
and chief operating officer, 
Dill is trying to boost profits 

     by   improving   controls   over 
AVX' far-flung plants. 

Still, investors seem wary of the 
stock. Right now the NYSE-traded AVX 
shares sell for 21'A per share—a mere 
11 times estimated 1989 earnings. 

Don't look for AVX to settle down to 
a comfortable middle age. It has near- 
ly $60 million a year in cash flow, and 
Butler is looking at possible acquisi- 
tions. He wants to oust Murata from 
the top spot in capacitors, and he 
won't rest until he succeeds. ■ 

EGIONAL   FLIGH 

ATR42-ATR72 
The cooperation between AEROSPATIALE 
and AERITALIA has resulted in new air- 
craft ATR 42 and ATR 72, first editions of 
theATR family. These new generation turbo- 
prop jets benefit from recently devel- 

THE 

oped state-of-the-art technology. 1 
family of aircraft was designed so 1 
their seating capacity can be extenc 
from 46 to 70 seats in answer to airl 
passenger traffic fluctuations. 
GEOGRAPHIC PRESENCE: Keep 
ahead of airline needs on 5 continent: 
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Donald White and John Joseph rounded up 
iver $300 million from some 30,000 in- 
)estors for their heavily promoted limited 
lartnerships. Guess who's sorry now. 

\ 

The Ron and 
John show 

By Ralph King Jr. 

fT WAS A WEEK the financial plan- 
ners and their spouses, 200 alto- 
gether, would long remember: an 

11-expenses-paid trip to Paris, six 
dghts at the plush Novotel Paris Les 
lalles hotel, cruising the Seine in a 
ented yacht and savoring private ban- 
uets atop the Eiffel Tower and in 
Napoleon's hunting chateau. Total 
ost: $400,000. 
Extravagant, maybe, but the finan- 

ial   planners   from   Integrated   Re- 

sources, Titan Capital Corp. and Fi- 
nancial Service Corp., among the in- 
dustry's most prominent firms, and 
others certainly deserved it. After all, 
they had steered thousands of clients 
into a variety of limited partnerships 
and private placements concocted by 
Ronald White, 43, and John Joseph, 
50, the high-flying hosts of that lavish 
Paris junket in 1986. The pair had 
managed to wring more than $300 
million from some 30,000 investors 
over six years as two of the most high- 
ly touted syndicators of the 1980s. 

At its peak the White-Joseph em- 
pire included six real estate limited 
partnerships (Centennial Develop- 
ment Funds I through VI—$200 mil- 
lion raised), three mortgage pools 
(Centennial Mortgage Income Funds I 
through III—$70 million), plus dozens 
of assorted private placements ($25 
million). There was also a bank hold- 
ing company ($20 million). The real 
estate funds had invested in more 
than 6,000 acres of raw land outside 
Los Angeles, Phoenix and Sacramento 
pending rezoning, improvement and 
resale. The mortgage pools lent mon- 
ey to developers of dozens of suburban 
office buildings and shopping centers. 

White and Joseph all but promised 
investors a minimum 18% annual re- 
turn plus the return of their initial 
investment (minimum $3,000) within 
four years before taking their profits. 
But there were upfront fees, up to 
30%, and big expenses. The two men, 
both pilots, flew about in the firm's 
two 7-seat Aero Commander planes, 
occasionally in wing-to-wing forma- 
tion, on surveys of the California and 
Arizona parcels they owned. 

The expected 18% never material- 
ized. Some of the profitable deals they 
crowed about to investors never hap- 
pened, or happened only because 
close associates stepped in. Other 
deals were just losers. White and Jo- 
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1NICA1 PRESENCE: a maintenance 
)rk ensures a round-the-clock availa- 
(Toulouse, Washington D.C., Singa- 

). 
INOLOGICAL  PRESENCE:   concept 
lew generation of aircraft. 
NCIAL PRESENCE: financial advisor. 

BUSINESS PRESENCE: 4 marketing cen- 
ters throughout the world. 
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Performance 
Beyond Your 
Expectations 

Predicting potential energy savings and 
guaranteeing results in writing. 

Johnson Controls implements 
new energy management strat- 
egies for 35 Houston Public 
Library buildings and guar- 
anties \1% ail in utiUt) />ilk 
Library pays for project from 
savings ($2.5 million overlive 
years) and realizes net positive 
Lash flow each year. 

I.'hnson Controls, IIK 
|(   I 

Anyone can promise to 
save you money. Alliance 
Energy Services from 
Johnson Controls can tell 
you how much and guar- 
antee the results in writing 

If your building is 10 years 
old or more, your savings 
could be significant. That's 
because your aging energy- 
consuming environmental 
systems — lighting, heating, 
ventilating and cooling — 
are probably losing their 
efficiency and costing you 
more to maintain. 

The increased efficiency 
of new state-of-the-art 
systems from Johnson 
Controls can slash your 
costs dramatically. 

The short paybacks and 

excellent rates of return 
on these projects are often 
attractive enough to com- 
pete favorably with your 
other capital budgeting 
projects. 

If internal funds are not 
available, our Alliance- 
Energy Services can pro- 
vide financing tailored to 
your needs. Johnson Con- 
trols supports that promise 
with the widest variety 
of lease/purchase agree- 
ments, payment options 
and guarantees of anyone 
in the business. 

Call Johnson Controls 
today at 1-800-472-8040. 
In Wisconsin, call 
1-800-472-6533 or write, 
Johnson Controls, Systems 
and Services Division, C19, 
Milwaukee, Wl 53201-0423. 
You may find you can save 
more than you expected. 

JQHNSON 
CONTROLS 



hhn Joseph (left) and Ronald White with some of their Wild West artifacts 
When Ron and John go into an alley, they go in back-to-back." 

Jeffrey MacMillan 

eph kept a step ahead of their ac- 
ountants and investors, for a while, 
y shifting cash from later partner- 
hips to keep an earlier one afloat, or 
aaking payouts to investors with 
ash another partnership borrowed 
rom White and Joseph themselves. 
Finally, the pair hit upon a way to 

et out from under their own invest- 
aent hype altogether. They would go 
ublic and let the market decide the 
ayout. Two years ago they rolled up 
11 six of their real estate partnerships 
nd created a publicly traded compa- 
iy, the Centennial Group. Of course, 
bey took care of themselves with 
tock and performance-based rights to 
tock once worth $66 million and a 
ompensation formula that brought 
bout $1 million in salaries and bo- 
iuses to each last year. The stock, 
hey told the public, would be worth 
■ 10 per share. The market didn't see it 
hat way. 
Angry investors are stuck with 

Centennial Group stock, which has 
•aid no dividend and recently traded 
>n the American Stock Exchange at 
.%, while the company lunges from 
me liquidity crisis to the next. Best 
stimates are the Group would fetch a 
naximum $3 a share if totally liqui- 
dated. The company also faces a class- 
ction suit, charging fraud among oth- 
r things, on the partnership rollup. 
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The Centennial Mortgage Income 
Funds I and II have suspended distri- 
butions; more than 40% of loans in 
them have stopped accruing interest. 
The bank, Centennial Beneficial 
Corp. (assets, $425 million), trades 
over-the-counter at around IVi, 70% 
of book value. Taken together, the 
market value of the stocks and esti- 
mated recoverable equity in the mort- 
gage funds, excluding insiders' hold- 
ings, is roughly $100 million today. 

But the Ron and John show still 
maintains appearances of prosperity 
and respectability. The squat Orange, 
Calif, office building that houses their 
companies is festooned with Wild 
West artifacts, including a full-length 
Indian headdress and a 3-foot-tall stat- 
ue of John Wayne, collected by White, 
a college dropout. Joseph is an elder in 
TV evangelist Robert Schuller's Crys- 
tal Cathedral, where, Schuller says, 
"John is unsurpassed as the number 
one layperson in his generosity and 
integrity." 

Schuller ought to check again. 
"When Ron and John go into an alley, 
they go in back-to-back. And they 
come out that way, too," says a for- 
mer Centennial Group sales manager. 
Loretta Barnett of San Diego, who in- 
vested $17,000 in Centennial funds, 
lost most of it before cashing out. She 
and her husband, Malcolm, have had 

to postpone their retirement plans for 
at least two years. "It makes me angry 
that I fell for it," she says. 

But then she had lots of company: 
Financial planners, like Integrated Re- 
sources, pushed Centennial products 
hard, mostly because they got juicy 
commissions up to 9% and incentive 
trips like the one to Paris. The pitch: 
Here is a unique opportunity to share 
in profits of West Coast raw-land de- 
velopment, with a fast-growing outfit 
whose record is spectacular. 

Prospective investors were told that 
annual returns to investors in earlier 
Ron and John deals "averaged 30%, 
and were never less than 20%," says 
former sales manager Jerry Isle. "We 
were never given anything to back 
that up." With good reason, notes 
James Hotchkiss, who raised $4 mil- 
lion for 15 such private deals from 150 
investors. "I don't know anyone who 
has ever come out whole with them." 

instead, investors in some of those 
deals have sued the pair for fraud and 
breach of contract. White and Joseph 
have already settled some of the suits 
with payments ranging from $30,000 
to $46,000. One Los Angeles busi- 
nessman, David Morrison, has been 
trying to recover investments in vari- 
ous White and Joseph partnerships 
since 1987, including $100,000 he 
tied up for five years, receiving no 
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interest, though the project, a six-sto- 
ry office building in Orange County, 
is completed and fully leased. 

In fact, before Centennial's first 
public real estate development fund 
opened in i980, the pair's record 
amounted to little more than putting 
up some beach houses, a dozen fast- 
food outlets and a few strip centers in 
Orange County. Not what you'd call 
terrific preparation for real estate's big 
leagues. Perhaps that's why they over- 
paid time and again for Sacramento 
ranchland and refused to sell certain 
now-depressed Phoenix parcels even 
after they had tripled in value. And 
maybe that's why as mortgage lenders 
they often waived key requirements, 
like getting written appraisals before 
a loan was made. 

In any case, cash was always in 
short supply, so monies were passed 

freely among various Ron and John 
entities. For example, in August 1985 
Centennial Development Fund II re- 
ceived a $3.5 million "investment" to 
meet its expenses from Chancellor Fi- 
nancial Services, a property brokerage 
subsidiary of Centennial Beneficial, 
the bank. Chancellor had gotten the 
funds from three other newly formed 
Centennial partnerships. 

On top of that, the record of loans 
and land transactions by all the vari- 
ous Centennial entities fairly bristles 
with insider dealings that benefited 
White and Joseph or their close asso- 
ciates but not the limited partner in- 
vestors. As well, the financial fina- 
gling was frequently designed to pro- 
long the pair's ability to raise money 
by making partnerships seem healthi- 
er than they were. 

Just one example: Centennial re- 

ported to partners in Centennial De- 
velopment Fund II in October 1984 
the $1.6 million sale of a 19-acre par- 
cel in Peoria, Ariz. Though the sale 
never occurred, a newsletter to inves- 
tors dated February 1985 reasserted 
the fiction that the fund's single 
$850,054 distribution came from that 
sale. According to the fund's 10-K for 
1984, the actual source of the distri- 
bution was "liquidated CDS." Notes 
one former executive: "They were 
desperate to show results." 

Where does the Ron and John show 
go now? Their two principal corporate 
entities are in bad shape. The mort- 
gage pools, as noted above, are suck- 
ing wind. 

"Any shareholder that buys us now 
will end up loving us," insists Ron 
White. Which is what he's always 
said. ■ 
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When will the U.S. go metric? In many 
industries, it already has. And profitably so. 

Make mine 
metric 

Andrew ClmMie 
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By Diana Fong 

WHATEVER HAPPENED tO the 
metrication of America? 
Shortly after Congress passed 

the Metric Conversion Act, in 1975, 
TV weathermen began talking in de- 
grees Celsius, drivers saw highway 
signs denoted in kilometers, one-fifth 
of the nation's gas pumps converted 
from gallon to liter pricing. Teachers 
even told their kids to drop inches in 
favor of centimeters. 

Then the metric movement stalled. 
Or seemed to. For most people it was 
too confusing, too much like learning 
a foreign tongue. The 1975 legislation 
was no help: It sought voluntary com- 
pliance with the law. Today Burma, 
Liberia and the U.S. are the only na- 
tions whose people still do much of 
their daily business in terms of inch- 
es, yards, pounds, quarts and the other 
units that compose the so-called En- 
glish or customary system. 

Almost without notice, however, 
thousands of U.S. businesses have 
quietly moved to metric. Many more 
will soon—and profitably—follow. 

From a mechanic's or an engineer's 
vantage point, large segments of the 
defense contracting industry are going 
metric. So are companies with sizable 
overseas operations. 

"Almost all blueprints and specs 
worldwide are entirely on metric 
now," says Caterpillar Inc. spokes- 
man Gilbert Nolde. "We'll make a 
component in France, install it in a 
machine in Brazil or Japan, and ship 
the assembled product to the U.S. It 
became ridiculous for us to make ma- 
chines and parts in two versions: Ev- 
ery time we came out with a ne 
model, we converted to metric. Now 
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e are saving tens of millions of dol- 
rs  by avoiding  double  inventory 
ists and operating all our 32 domes- 
c and foreign plants on one system." 
Until recently U.S. engineers would 

;t to millimeters by converting from 
iches.  Now,  however,  more engi- 
sers are thinking and operating di- 
:ctly in the metric mode. In the U.S. 
lto industry, for example, a VHnch 
alt used to be converted on blue- 
rints to its metric equivalent of 12.9 
im. Today a bolt goes on the draw- 
igs at a standardized size of 12 mm. 
lys H. William Ellison, recently re- 
red director of engineering standards 
: General Motors: "The auto indus- 
y's rapid model changes made com- 
lete conversion feasible early on." 
More visible signs of metric are evi- 
;nt at the local liquor store, super- 
market, camera shop or pharmacy, 

i spirin dosages are labeled in milli- 
!'ams; Coke bottles are now usually 
; ter-size. The wine and spirits indus- 
y switched over almost ten years 
50: Bottle sizes have been reduced to 
more manageable handful of metric 
zes, labeled in liters only. 
Not  content with  letting nature 

ike its course the politicians are get- 
ng into the act again. A little noticed 
rovision   buried   in   the   Omnibus 
rade Bill passed last year requires all 
:deral agencies to use metric rather 
lan  inch/pound  in  their  procure- 
lents, grants and business activities 
y 1992, with some exceptions. 
The Pentagon is a major advocate of 

■letric—what general wants equip- 
lent made under different measure- 
lent systems? "These major weap- 
QS systems have operating lives ex- 
inding well into the next century, by 
'hich time the U.S. will be predomi- 

nantly a metric-based nation," says 
)hn Tascher, metric coordinator for 
lie Defense Department. Louis Car- 
iona is a defense contractor whose 
ttle Cardona Manufacturing (reve- 
ues, $2 million), of Burbank, Calif., 
lakes steel rings, bearings and other 

,arts for the Light Helicopter Experi- 
lental (LHX) jet engine. Cardona says 
'e was at first reluctant to switch to 
i letric and bear the cost of maintain- 
\g both inch-based and metric inven- 
iries. But the LHX airframe and en- 

line specs are metric and so he had no 
,hoice. Over the last several months, 
e has spent $80,000 buying new met- 
c drill bits,   tools  and measuring 
quipment. He notes: "Twenty per- 
ent of my work is metric, and rising, 
om nothing two or three years ago." 
As U.S. firms go metric, there will 

robably be a small but positive im- 
act on exports. Several years ago, says 
age Bellinger, manager of engineering 

standards at Deere & Co., the Chinese 
wanted to fill an order for combines 
and made it clear that among other 
things they wanted metric specifica- 
tions. "They bought from Deere," says 
Bellinger, "but if we hadn't had a Ger- 
man [metric] design, they could have 
easily gone elsewhere." 

European Economic Community 
trade bureaucrats have said they may 
restrict imports if they do not con- 
form to metric standards. 

With most Americans unaccus- 
tomed to metric measurement, "we're 
out of step with the rest of the world," 
says G.T. Underwood, director of the 
Commerce Department's Office of 
Metric Programs. But he recalls Con- 
gress' 1975 go-metric law, and adds: 
"The American public was unneces- 
sarily aggravated by the change. This 
time we'll let the social change evolve, 
with business leading the way." That's 
the sensible way to go. ■ 

Raymond Zimmerman is leveraging 
Service Merchandise to the eyeballs. And his 
shareholders couldnt be happier. 

Yet another 
company pulls 
a raid on itself 

By Stuart Flack 

RAYMOND ZIMMERMAN fears a 
hostile takeover so deeply that 
he is taking on nearly $1 bil- 

lion of debt to make his company 
unattractive to a raider who may or 
may not exist. 

Zimmerman's company is Service 

Merchandise Co., a catalog sales out- 
fit with $3 billion in revenues. Last 
year it was one of the hottest stocks 
on the New York Stock Exchange, 
rising 440%, mainly because of a 
140% gain in earnings. This year Ser- 
vice Merchandise's stock price 
jumped a further 80%, to a high of 
20% in May. But the reason wasn't 
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A Service Merchandise showroom in Los Angeles 
If coming years are like the past few, the deal will fly. 
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just strong earnings or a robust stock 
market. It was takeover talk. 

Much of that talk can be traced to 
Service Merchandise's competitor 
Best Products, which sought refuge 
from a hostile takeover last fall by 
accepting a leveraged buyout with 
Adler & Shaykm. After that deal, cat- 
alog companies peddling housewares 
and jewelry suddenly looked like 
takeover targets. 

Even though no bidders for Service 
Merchandise have surfaced, Zimmer- 
man is proposing a massive recapital- 
ization that would leave the company 
with $1.4 billion in debt against $376 
million in equity. 

Shareholders have no reason to be 
unhappy with the recapitalization 
plan. From borrowed funds, they will 
get a special dividend of $510 million, 
or $10 a share. What's more, the divi- 
dend will be one-third tax-free. 

Even if no takeover ever material- 
izes, Zimmerman and his company 
will have crawled through the gaping 
tax loophole that made the 1980s le- 
veraged buyout craze possible: Our 
tax system treats interest as a deduc- 
tion from taxable income while divi- 
dends must be paid out of aftertax 
income. The tax system thus subsi- 
dizes debt (FORBES, Nor. 28, 1988). Be- 
cause of its heavy debt load, Service 
Merchandise's tax bill would be sub- 
stantially cut for the next few years. 
Reason? The $100 million or so in 
annual interest is fully tax deductible. 

Here's Zimmerman's plan: Borrow 
$975 million from Chemical Bank, 
keep about $475 million as working 
capital and pay out the rest to share- 
holders in the one-time dividend. 
Zimmerman himself, with 8.7% of 
the company's stock, would get a $44 
million payout. 

Thereafter, Service Merchandise 
would suspend regular dividends in- 
definitely but continue to trade on the 
New York Stock Exchange. 

It's a nice deal for Chemical Bank. 
Like its commercial banking breth- 
ren, Chemical lusts for the fat fees 
involved in these leveraged recaps. 
Chemical provides initial financing 
for the deal and does an interest rate 
swap with Service on at least $175 
million of the new debt, designed to 
limit the cost of Zimmerman's float- 
ing-rate debt should rates rise. 

Chemical will no doubt sell most of 
the $975 million in loans to a syndi- 
cate of other banks, but its fees for 
originating and arranging the loans 
and the interest rate swap will more 
than likely total $20 million. 

Of course, there are risks. If con- 
sumer spending cools, Service Mer- 
chandise could be in deep trouble. 
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And even if shoppers keep spending 
freely, price-cutting and heavy adver- 
tising by well-heeled competitors like 
Sears, Roebuck & Co. could take a toll 
on Zimmerman's operations. As it is, 
Service gets more than 90% of its 
earnings in the fourth quarter and 
must borrow heavily to fund a huge 
inventory position in anticipation of 
its usually strong Christmas business. 
If that business fails to materialize, 
however, there could be trouble. In 
1986, for instance, a slack Christmas 
left Service Merchandise with a $17 
million loss for the year. 

Yet if the coming years are anything 
like the past few, the deal may fly. 
Service Merchandise's profits last 
year hit $76 million. Moreover, the 
company was able to retire $82 mil- 
lion in debt in 1988, and it plans to 
extinguish a further $75 million this 
year. If it can keep profits flowing at 
this rate, it will be able within a few 
years to pay debt down to reasonable 
levels; meanwhile, Uncle Sam in ef- 
fect helps pay interest on the debt. 

The recapitalization plan is predi- 
cated on the company's paying off 
about $60 million of debt per year in 
each of the next five years. The firm's 
net worth is expected once again to 
turn positive late in 1992. To help pay 
down all this debt, Zimmerman will 
cut capital expenditures by 38%, to 
$50 million, mainly by limiting the 

number of new stores built. If things 
get tight, Zimmerman also has the 
option to borrow against the real es- 
tate underneath his 325 showrooms. 

Even the high debt load doesn't] 
make the company raider-proof. Some! 
investors, taking into account all the| 
new debt, still value Service Mer-j 
chandise at more than $21 a share! 
That is more than $2 above its recenlf 
price of 18%. 

Meanwhile, folks who have held| 
the shares for a few years are smilin; 
all the way to the bank. One is Wil 
liam  Harnisch,   president  of  Forst 
mann-Leff Associates. Harnisch accu-| 
mulated for clients around 4 millioi 
Service Merchandise shares, or 7.4% 
of the company's stock, in late 198 
and early 1988 at an average cost ol 
about $6 a share. Harnisch unloaded 
chunk of his stake in early May whe; 
the latest round of takeover rumon 
drove Service Merchandise up to s| 
high of 20%, but he still holds a sub 
stantial stake. Should the $10 divi 
dend come next month, Harnisch wil 
have his original $6 back, plus a cas 
profit of $4 a share. And he still gets to 
keep his stake in the company. 

Don't blame Raymond Zimmer 
man for what he does; blame Con 
gress. Its members refuse to put equi 
ty and debt on an equal footing an 
thus makes the leverage game possi 
ble and profitable. ■ 

Wood pulp's expensive, wastepapers cheap. 
Jefferson Smurfit likes it that way. 

Who needs trees? 
There's always 

the Sunday 
New York Times 

By Paul Klebnikov 

NOT SINCE THE Great Oklaho- 
ma Land Rush of 1889 has a 
national resource been going 

for so little. The resource is waste- 
paper—the great urban forest churns 
out bales of old newspapers at $3 a 
ton in New York and old corrugated 
containers at $15 a ton in Los Ange- 

les.   With   increasing   numbers 
states and  municipalities  requiri: 
the collection of recyclables, wast 
paper is piling high, and the sh 
drop in wastepaper prices looks lik 
a long-term trend. 

As against this glut, the price of 
wood pulp—the raw material that 
produced the paper in the first place— 
is at an alltime high, and with tree- 

FORBES, PJNE26, 1989 



"WE MOVE HEAVEN AND EARTH 
TO BRING TECHNOLOGY HOME!' 

CHARLTON HESTON FOR CONTEL 

1989 Contel Corporation 

At Contel, we've had years of experience managing NASA's sophisticated 
satellite communications system. 

And the things we learn relaying voice, video and digital signals from outer 
space have a down-to-earth benefit too. 

They help us bring technology to all our customers. So whether we're 
planting fiber optic cable down south, or keeping upper Minnesota up to the 
minute, we go out of our way. It isn't just good experience. It's also good business. 

V\fe go out of our way* 



New York. 
it Is not just where I work, 

it's where I belong!' 
The energy of New York, the pace, the excitement. You want 

to be in New York, but running a business here can be tough. 
Con Edison understands. So we developed Project Appleseed. 

If you start, relocate or expand your business in certain areas of 
New York City and Westchester County, you could be eligible for 
reductions of up to 30% on your electric bills and 21% on your 
gas bills. 

And you could qualify for further electric and gas savings 
through New York City's own Energy Cost Savings Program. 

Project Appleseed. Because we want your business. Here. 
In New York. For more information, call John Manak at 
(212) 460-4000, or write to him at Con Edison, Area Development, 
4 Irving Place, New York, 
New York 10003. PHSSR PROJECT 

DJlSOfl APPLESEED 
THE ENERGY OF NEW YORK 

MOST MUTUAL FUNDS' PRIMARY TREND FUND 
Sales Load or 
Commissions 

12b-l Fees 

Redemption Charges 

At The Primary Trend Fund nobody 
takes a slice out of your investment pie. 

Seasoned investors know that every dollar they contribute to a true 
NO LOAD MUTUAL FUND is invested. Nobody takes a cut for commis- 
sions or 12b-l distribution fees. That's one of three major Primary Trend 
Fund benefits. The other two are these: shareholders automatically re- 
ceive The Primary Trend Investment Letter free (a $180 per year value), 
plus the same prudent counsel that manages over half a billion dollars in 
private and corporate accounts. 

The Primary Trend Fund: 1-800 443-6544 
•Various charges levied by other mutual funds, which are not true no-load funds. 

Normally, all three charges are not used by a single fund. 

YFS A L/U I'm interested. 
Please rush me a prospectus 
(which I'll read carefully before I 
invest) and a free copy of the in- 
vestment letter. 

NAME. 

ADDRESS- 

CITY/STATE/ZIP. 

TELEPHONE ( ) 

L 
The Primary Trend Fund Inc. Adviser: Arnold Investment Counsel 

700 North Water Street. Milwaukee, Wisconsin 53202 J 
110 

Smurfit President James Malloy 
No tree-hugger. 

huggers increasingly vocal against 
cutting in national forests, prices may 
stay abnormally high even assuming a 
cyclical downturn. 

One company that is benefiting 
from these divergent trends is St. Lou- 
is-based Jefferson Smurfit Corp., 78% 
of which is owned by the Jefferson 
Smurfit Group Pic. of Dublin, Ireland. 
The company is the largest user of 
wastepaper in the U.S.; its collection 
of the stuff has risen fourfold in three 
years and reached 3.6 million tons last 
year. "To produce that much fiber 
from wood, we'd need to own 6 mil- 
lion acres of timberland," boasts Pres- 
ident James Malloy, who runs the 
U.S. company under Michael Smurfit, 
chairman of the group. 

When it bought Publishers Paper 
Co. from Times Mirror in 1986, Smur- 
fit pointedly left the company's tim- 
berland out of the deal, and the news- 
print plants are now churning out pa- 
per very cheaply using a mixture of 
wastepaper and wood chips. With ma- 
terial costs accounting for roughly 
40% of a paper mill's expenses, falling 
wastepaper prices are good news for 
Smurfit's profit margins, which were 
already 11.2% in 1988, compared 
with the paper industry average of 
7.9% (FORBES, Jan. 9). 

In 1978 Jefferson Smurfit was a $43 
million subsidiary of the Dublin- 
based firm. It got some public share- 
holders and began to leverage its way 
to the top of the industry by buying 
troubled paper companies at reces- 
sionary prices and turning them 
around. This acquisition policy cul- 
minated in 1986 with the purchase of 
Mobil Corp.'s giant paper subsidiary, 
Container Corp. of America, by Smur- 
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Estimates are that over 85,000 miles of new 
trunk fiber optic telecommunications cable were laid 

in the United States by the end of 1988. 
That's a lot of trenching. 

To cut through thousands of miles of earth and rock, 
many manufacturers rely on tough carbide bits 

made by Fansteel's VR/Wesson, Lexington 
as original equipment on their trenching machines. 

New lines of communication 85,000 miles long... 
just one more reason why it will pay you to know more about us. 

landed 
An integrated producer of refractory metals and fabricated products for the electronics, 

electrical, aircraft/aerospace, metalworking, energy and chemical industries. 

FANSTEEL INC. Number One Tantalum Place • North Chicago. IL 60064 • (312) 689-4900 



In a Different Light. 

The Golden Gate Bridge, 

photographed Hy Alan Ross 



day's business world, new opportunities arise       into your business, we can see those opportunities in 

.mously. With our global perspective and insight      the light of your objectives. Twenty-four hours a day. 



Bales of wastepaper at Jefferson Smtafit 
Beating the averages by harvesting the great urban forest. 

fit jointly with the Morgan Stanley 
Leveraged Equity Fund, for $1.2 bil- 
lion. Smurfit has an option to buy out 
Morgan's share of the company as ear- 
ly as next year. 

With the Container Corp. acquisi- 
tion Smurfit became one of the largest 
papermakers in the country, having 
combined 1988 revenues of almost $3 
billion and earnings of $202 million. 
Not bad progress for a couple of 
years' work. 

Unlike a lot of other U.S. compa- 
nies these days, Smurfit isn't piling on 
debt; quite the reverse. At the end of 
1986 Container Corp. was saddled 
with a monster $992 million debt. By 
the end of this year, that number is 
likely to be down to $450 million. 
Three years ago Smurfit cut its own 
debt of $250 million, 59.9% of capital; 
last year it was down to $154 million, 
or 33.6%. 

Management is lean and quick on 
its feet. The Container Corp. deal was 
negotiated in roughly six weeks. 
Within days of the purchase, Smurfit 
had cut 1,000 salaried employees 
from the company's payroll and saved 
$48 million. Annual production at 
Container Corp's crown jewel, the 
containerboard mill at Femandina 
Beach, Fla., is 134,000 tons higher 
than in 1986—an increase of 21%— 
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while energy use per ton has been cut 
by 13% and administrative overhead 
by 12%. And the company did all this 
while relying on the plant moderniza- 
tion Mobil put in place shortly before 
the takeover. 

It's a virtuoso performance, true 
enough, but paper prices are faltering, 
and a downturn seems due in this 
highly cyclical industry. Meanwhile, 
wood, energy and labor costs are ris- 
ing. Some analysts are forecasting a 
repeat of 1982 and 1985, when indus- 
try earnings were chopped in half. Is 
Smurfit going to suffer with the rest of 
them? Not necessarily. The compa- 
ny's astute choice of raw materials is 
matched by its choice of products. 

About half the company's sales are 
in noncyclical products. Smurfit is 
the country's largest producer of box- 
board (the packaging for cereals and 
laundry detergents), which is made 
wholly from recycled wastepaper. 
With wastepaper prices falling, the 
margins of this division may get even 
better in the coming years. Prices for 
the other type of consumer packaging, 
solid bleached sulfate (the white pa- 
perboard used for pharmaceuticals 
and cosmetics), have also been strong, 
and Smurfit recently announced a 
$259 million ioint venture with Cana- 
da's   Tembec   Inc.   to   manufacture 

more of the stuff. 
The outlook is not as good for the 

other noncyclical component of 
Smurfit's product line: newsprint. 
Prices for newsprint have been falling, \— 
and will fall further as 2 million tons 
of unneeded capacity comes on line in 
the next two years. 

But once again the company's use of 
wastepaper may allow it to stay on 
top, not just because of the cost ad- 
vantage, but because of political con- 
siderations. If state legislatures such 
as those in California and Connecti- 
cut approve pending legislation to tax 
newspapers that do not use a certain 
percentage of recycled newsprint, 
Smurfit may find itself with a hot 
product even in a down market. 

So there it is. The Irish paper com- 
pany has been using wastepaper ever 
since its founder and namesake, Jef- * 
ferson Smurfit Sr., a tailor by trade, 
built his first mill in Ireland 40 years 
ago. But old Smurfit was a business- 
man, not a tree-hugger, and his suc- 
cessors are no different. Says Presi- 
dent James Malloy: "I think all these 
recycling laws are the wrong way to 
go. Sure we have a solid waste prob-1 
lem, but it should be solved rationally | 
and through the market." 

Either way, Jefferson Smurfit is go- 
ing to come out ahead. ■ 
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IHE ESOP REVOLUTION 

Employee Stock Ownership Plans 
are commanding attention from 
Main Street to Wall Street. 

Vhy the popularity? Why do experts 
xpect the volume of ESOPs created in 
989 alone to approach $25 billion? 
lecause an ESOP is a rare financial 
oncept that delivers benefits for 
veryone—for management and for 
mployees, for Human Resource and 
inance professionals. 

ESOPs provide management with a 
nique way to give their employees 
reater incentives through stock own- 
rship, and they provide a company 
nth a meaningful takeover defense at 
minimal cost. 

While those advantages are now 
eing adopted by a growing number of 
orporations, ESOPs took quite a while 
D gain acceptance. Among the earli- 
st to recognize their potential were 
wo First Boston investment bankers, 
Ves Jones and Jay Ahstrom. 

'WHEN WE FIRST 
STARTED KNOCKING ON 
)OORS, THE RECEPTION 
AAS DECIDEDLY COOL." 

"There was plenty of skepticism out 
here," notes Jones. "Human Resources 
•eople were concerned about integrat- 
ng an ESOP with other benefit plans, 
md Finance people were concerned 
hat ESOP funding was only available 
a the medium term and on a floating 
ate basis." 

The First Boston team took on the 
hallenge by answering those concerns 
/ith innovative ideas and long-term 
olutions that helped satisfy corporate 
ieeds in the benefits, tax and finan- 
ial areas. By developing a broad-based 
■rivate placement market for ESOPs 
mong insurance companies and cre- 
ting equity instruments ideally suited 
o employees' needs, the firm led the 
ray in expanding the ESOP market. 

Nothing illustrates their creativity 

better than the J.C. Penney ESOP, 
arranged in August 1988. Regarded 
by many in the industry as the stand- 
ard on which many subsequent ESOPs 
are based, the Penney transaction rev- 
olutionized the use of leveraged ESOPs 
for public companies. It broke new 
ground in terms of size; it was the first 
significant sale of ESOP debt to the 
private placement market; and it was 

holder constituencies. So each ESOP 
must be carefully engineered to fit 
the client's needs." 

"WHAT MAKES ESOPS 
SO VALUABLE? 
IN TWO WORDS- 
EXCEPTIONAL VERSATILITY?' 

one of the first uses of a leveraged ESOP 
in a 401 (k) plan. In the transaction, the 
company sold over $700 million of 
stock to its ESOP, thus increasing 
employee ownership to 9%—without 
incurring any incremental expense. 

"No two ESOP transactions are 
ever exactly the same," observes First 
Boston's Ahstrom. "Each client has 
different benefit goals, tax consider- 
ations, financial structures, and share- 

Being first to recognize the broad 
benefits of the ESOP, it's no surprise 
that First Boston now leads the way 
in advising on more than 40 separate 
plans totaling over $4 billion. 

In short, ESOPs offer real benefits 
for both employees and management. 
They can also play a role in takeover 
defense strategies. All good reasons 
why the "ESOP Revolution" gets 
stronger by the day. ■ 



I m "W^. FirstBoston's 

The Power 
of Ideas: 
ESOPs. 

The results of ideas: 
First in total dollar volume. 
First in number of transactions. 
First in innovative ESOP financings. 
First to use ESOPs as a takeover defense. 
First to place ESOP notes privately. 

Being first in arranging Employee Stock 
Ownership Plans is no accident Since 1984, 
First Boston's ESOP team has been dedicated 

to developing expertise in all 
of the complexities related 
to ESOPs—from tax and 

benefit considerations to legal 
and accounting issues. 

The in-depth knowledge we 
have gained helps us generate 
ideas. Innovative ideas which have 
been turned into successful results 
for more than 40 companies in 

a wide range of industries. 
For Phillips Petroleum, we structured 

the first ESOP ever used as a 
takeover defense. We also 
arranged the first private 
placement of ESOP notes for 
Diamond Shamrock R&M 
and the first recapitalization 
employing an ESOP for 
Harcourt Brace Jovanovich 

Last year, we pioneered the use of converti- 
ble preferred stock for J.C. Penney's lever- 
aged ESOP. And in 1989 the list continues 
with the first ESOP "inside bridge" for 
Whitman Corporation. 

Should you consider an ESOP? Ask the 
team that has been involved since the start 
and whose ideas have shaped the ESOP 
product that exists today. We'll tailor a plan 
based on your specific situation and make 
sure the result works to enhance your 
specific strategy. 



ected ESOP Transactions, January—May 1989 

est Boston Client Dollar Size (In Millions) 

Lmeritech 645 
imeritrust Corporation 71 
mheuser-Busch Companies, Inc. 500 
lonsolidated Freightways, Inc. 150 
kco Group, Inc. 6 
airchild Industries, Inc. 26 
erro Corporation 71 
forwest Corporation 44 
PG Industries, Inc. 252 
)uantum Chemical Corporation 175 
outhwestern Bell Corporation 450 
alero Energy Corporation 15 
Whitman Corporation 500 

First Ideas, 
Then Results. 
& FIRST BOSTON 

A CS First Boston G>mpany 



Great skepticism usually accompanies 
hold business initiatives. That is certainly 
the case tvith IBM/Sears' Prodigy network. 

"This thing 
has to change 

people's habits" 
By Subrata N. Chakravarty 

and Evan McGlinn 

T| HE ISSUE isn't really success or 
failure. We're not going to fail. 

It's really a question of how big 
the success is going to be." So says 
Sears, Roebuck Chairman Edward 
Brennan on the outlook for the new 
Prodigy network. 

The Prodigy network comes from 
White Plains, N.Y.-based Prodigy Ser- 

vices Co. It began in 1984 as Trintex, 
a joint venture of IBM, Sears, Roebuck 
and CBS. Larry Tisch pulled CBS out in 
1986, but the other two partners are 
still solidly behind the project. Ac- 
cording to industry consultant Bemell 
Wright of Link Resources Inc., Sears 
and IBM have invested around S600 
million in Prodigy. Wright believes 
they will have invested SI billion by 
the time Prodigy breaks even. 

Much has been written about Prodi- 
Christopher Link 

IBM \kers, Prodigy s Th odore Popes and Sears' EdwardBrennan 
7hii?k of Prodigy as an electronic magazine 
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gy's commercial prospects, a lot of 
skeptical. Many critics remembi 
that it wasn't long after the person, 
computer first came out years aj 
that industry pundits were predictir 
the machine would radically alti 
everyone's home life. Well, are yo 
using a PC to turn on the coffeepot i 
the morning, or do your shopping, ( 
even do your banking? So it goes, to> 
in the elusive videotex business, 
which Prodigy is a part, where a lot i 
people have lost a lot of money. 

Prodigy's joint venture partners ai 
gun-shy when it comes to talkir 
about the project's cost. Says IB 
Chairman John Akers: "It's not usefi 
to talk about how much money weM 
spent, because we're not going to t 
about it." 

But they are anxious to say th 
whatever the cost, it's money we 
spent. Akers: "I'm in the business *, 
[determining] what else should IBM 
doing and what is IBM going to lo> 
like in the mid-Nineties? This [Prodi 
gy] is perfect." For anyone else t 
make a serious splash in the busines 
Akers adds, "it's going to take oi 
helluva lot of time and money." 

Sears  Chairman Edward Brenna 
puts it this way: "This [videotex] 
going to be a business, and we 
better positioned right now than an 
body else to be a major player." 

To get Prodigy, subscribers mu: 
have a personal computer with an a 
erage amount of memory, a graphi 
card and a modem—which alio 
computers to talk to one another ovc 
telephone lines. (At present the se: 
vice is available only to those wit 
iBM-compatible machines, but an Aj 
pie-compatible version is expecte 
late in the year.) All told, there ar 
over 9 million such computers no1 

used in the home. This is the basi 
universe in which Prodigy sells, an 
it's expected to grow rapidly. Consu 
tant Wright estimates that Prodig 
will require around 2.5 millio 
homes, or over 25% of the preser 
basic market population, to recove 
its investment. 

To date only 65,000 household 
have signed up. But it's too early t 
make much of these early subscribe 
counts. Prodigy, on the market fc 
only 8 months, is now available i 
just 13 markets, including San Frar 
Cisco, Atlanta, Hartford and, as c 
May, New York. The home compute 
population in these markets adds u 
to only 30% of the universe. 

What exactly is the Prodigy syj 
tem? It's a network that allows sul 
senbers at home to get informatio 
from a number of sources over tele 
phone lines. Subscribers can also sho 
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MAYBE IT S TIME 
YOU KEPT AN EYE 

ON ALLTEL. 

We're building a presence in markets 
with a cellular population of 3,600,000. 

Seventeen markets in 13 states 
with 3,600,000 "cellular POPS" 
(population times ownership 
interest). That's our presence in 
mobile phones, a product that 
may someday be as common in 
cars as air conditioning. 

Our major markets have 
already outperformed growth 
forecasts. And we have been 
carefully repositioning our stake 
in smaller markets to move into 
faster-growing Sun Belt systems. 

According to analysts, the value 
of ALLTEL's cellular holdings, as 
a percentage of the corporation's 

ALLTEL Corporation 
Twelve Months Ended Dec. 31, 1988 

Assets  $2.2 billion 
Revenues and Sales $1.1 billion 
Reported 

Net Income  $125 million 
Earnings Per Share $2.91 

From Operations" 
Net Income $ 134 million 
Earnings Per Share $3.13 

Dividend Rate $1.72 
Average Common 

Shares Outstanding . .42.3 million 
'Excludes One-Time Adjustments 
Ticker Symbol: AT Listed on the New York 
and Pacific Stock Exchanges. 

ALLTEL Corporation, 100 Executive 
Parkway, Dept. F, Hudson, OH 44236. 

-UlLCEl 
CORPORATION 

Excellence in Telecommunications 

total market capitalization, gives us 
one of the best relative positions 
in the industry. 

Cellular fits neatly into 
ALLTEEs strategy of enhancing 
long-term earnings by expanding 
into non-regulated operations 
that relate to our core business, 
telecommunications. 

Our total return to shareholders 
consistently outpoints the Dow, 
Standard & Poor's and our peer 
group average of the industry's 
15 largest companies. For a closer 
look, write for a copy of our 
latest annual report. 
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A BETTER IMAGE 
CAN DO WONDERS FOR 

CUSTOMER SERVICE. 
AND THAT'S No IDLE CLAL 

There's a fender bender on 
The adjuster comes out 

and takes a picture of the damage. 
And signs off on an adjustmen:. 

The handwritten document 
and the photo - the images - 

both go back to the home office 
via electronic mail. 

Touch a button and you have a 
data window, a text window, an 

image window right in front 
of you. Presto! 

A guy in the field wants to 
the estimate. Click! 

The adjuster's handwritten 
the estimate, and the pho, 

right there on the scree 

Actual Vi'iini.. "nputcr screens shown here. 



INTEGRATED IMAGING 

ntire claim processed in half 
e time. That's Integrated 
nagingandWanghasit! 

Claims processing. 

Until now, it's been pretty much a hit or miss 

affair. Waiting for documents, verifying estimates. 

Signing off adjustments. 

But with Wang's Integrated Image System, you 

can process an accident 

claim in a fraction of the time. 

WHS gives your people immediate access to the 

information they need, where and when they need it. 

In the office or in the field. 

With the press of a button up comes an image 

window, text window, data window. Simultaneously. 

And it's integrated information. With your FAX 

machine. Your electronic mail. Your company's 

computer system. 

Wang's Integrated Image System. 

What it can do for your image it can do for your 

customer service. 

And that's no accident. 

WANG 
MAKESITWORK 

For more information, contact your local Wang Sales Office. 
Or write Wang Laboratories, Attn: Inquiry Service,M.S.014-03C,One industrial Avenue, Lowell. MA 01851. ©1989 Wang Laboratones, Inc. 



at home, and send messages. Close to 
100 reporters and editors based in 
White Plains churn out hundreds of 
news stories, complete with fetching 
graphics, for a national audience. 

There's more: access to 500 ser- 
vices, available with a few key 
strokes. These range from direct ac- 
cess to American Airlines' Eaasy Sa- 
bre airline reservations, to grocery 
shopping to weather forecasts. From 
their screens, Prodigy subscribers can 
shop not only at Sears but at J.C. Pen- 
ney and some 45 more direct-shipping 
merchants. They can bank-by-PC at 
Manufacturers Hanover in New York, 
buy stocks from Donaldson, Lufkin & 
Jenrette, ask questions on fitness or 

tex systems. In addition, everyone 
from AT&T to the regional Bell operat- 
ing companies seems to be trying to 
get in on the act. What, in its backers' 
minds, gives Prodigy an edge? 

Brennan: "Simply said, many of the 
other services are either too narrow or 
too expensive—in most cases, both." 

No question, Prodigy is attractively 
priced. To get Prodigy, new subscrib- 
ers pay $49.95 (list). This gets them 
the system software, six individual 
passwords—allowing Prodigy to keep 
track of the interests of up to six 
members of the family—and three 
months of free use. After three 
months, subscribers pay a flat $9.95 a 
month. This entitles them to unlimit- 

n £    SYSflBREji" 

HM« MENU 

FI i ah I Reserveti ons 

H Airline Fares 

Itinerary Review 

D Travel Profile Review 

Mi  true  — Service rki» cuitontrs  UK ttl »•* 
—  trjvtinj by air uu never this easy 

THIS   WEEK    UITH 

UOU   Utah 
Vicky  or  tlonderf ul ? 
UIHO   IN  THE   UORLI 
Postcard Pileup! 
UHY   III  THE  VORLI 
Have  a  Heart! 
STORY   UORLD 
'Ual tntint  Rhyne   Crint1' 

QPUZZLE   UORLD 

QURfiP-UP   

I 

BRIT RAIL    Tht  only  aay to   see  al of 
London, England, Scotland, titles 
The  host  bargain  r  tht  kingdom! 
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tailed information. The Prodigy par 
ners say the charge is irrelevant. 

Says Theodore Papes, Prodigy 
chief executive: "The distinction b< 
tween personal and professional use i 
very clear to us. A lot of the PC usei 
who are vociferous about some thing 
in this service are relating it to som< 
thing that costs much, much moi 
money. In order to get those otht 
things they're talking about, it's $16 
an hour, or it's $15 an hour. Prodigy i 
$9.95 a month." 

Neither Brennan nor Akers is lool 
ing for a fast payoff from Prodigy. "I 
the final analysis, what this thing ha 
to do is change people's habits," sa> 
Akers, who says he doesn't use a p< 

O^r-onriSy     SM«TE» T««« CUE* 

Fanous-naker   RTHLETIC   FOOTUEAR... 
suit   up   for   til   your   favorite 
sports   in  shoes  froa  He«  Balance, 

Reebok(R),   Hitre(R),   Hike(R)   and 
■-  tori    Ue  have   shoes   for   running, 

ttnni s,  baske tbal I , 
aerobics  and  others! 

k      til   starting  on 
page 321 

St.   John's  Bay  CHEXTJ 
Catalog  Order i ng 

iffUFEHJGniVIXIIIDEaaVaVBDnari'i 

Sample screens from Prodigy (note the advertising teaser boxes on the bottom of each screen) 
"Give me more things that I want to buy," says Brennan. "Make me say, 7 want that and I want it now.' " 

investments and, in some cases, see 
their questions answered by celebri- 
ties such as Jane Fonda and Sylvia 
Porter. The range of goods and ser- 
vices that can be distributed over such 
a system is practically limitless. 

We asked the Prodigy partners: 
Since most people seem comfortable 
using the phone to shop, check their 
bank accounts and get stock quotes, 
why should they switch to getting the 
information by computer? 

Sears' Brennan took us up on that. 
"A very important point," he said, "is 
that Prodigy is not a distribution 
channel that's going to take over the 
way people transact for all basic ser- 
vices. It's an alternative business 
channel. People will still shop in 
stores. People will still shop by phone. 
One of our big challenges is not the 
technical side of [Prodigy). Our chal- 
lenge is to do the marketing so that 
we get the right mix of merchandise 
that is attractive to the consumer. 
What I keep asking the Prodigy folks, 
and our own folks, is: Give me more 
things I want to buy. Make me get to 
the point where I say, 'I want that and 
I want it now.' My feeling is that the 
Prodigy service with the PC makes 
you want to transact." 

W observed that there are already 
1.3 million subscribers to other vtdeo- 
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ed use of the system. Unlike other on- 
line services, Prodigy does not charge 
by the minute when subscribers are 
using the system, so users can browse 
among the services and product offer- 
ings without running up massive on- 
line bills. (Subscribers do, however, 
pay for the local phone call.) 

Subscribers can also buy Prodigy 
with a high-speed Hayes modem 
(which brings information up on 
screen faster), for $219.95 (list), in- 
cluding three months of free use. 

Think of Prodigy as an electronic 
magazine where the services are the 
articles, and the $9.95 a month is the 
subscription price. Prodigy expects to 
lose money on those subscriber fees, 
just as most magazines lose money on 
circulation. But Prodigy is one of the 
few services to carry advertising. Like 
a magazine, the aim is to offset the 
loss, and then some, with advertising 
revenues. Typically, companies pay 
Prodigy each time an advertisement is 
viewed or a sales lead generated, as 
well as a percentage fee for each prod- 
uct sold using the service. So far, 
some 170 companies, including 
American Express and J.C. Penney, 
have signed up to advertise. 

Some critics carp that Prodigy's in- 
formation service is superficial, espe- 
cially for users with a need for de- 

"The key to success is to have a tec! 
nology base, and then to produc 
something that is easy to use and the 
merchandise. We've been in the con 
puter business now for 30 years. Yo| 
know where the storage of data 
today, in terms of computers versi 
paper? It's 95% paper, 5% electroni 
We've got a little penetration to gt 
And [personal computers] have bee i 
around for less than ten years in terrr | 
of any impact on our society, an 
they're very hard to use." 

There is plenty of skepticism abot 
Prodigy, just as there is with evei 
bold new product or business strati 
gy. Despite all the skepticism- 
perhaps encouraged by it—Akers an 
Brennan believe their timing wit 
Prodigy is good. "Computing is goin 
to get cheaper," Akers says. "Kids ai 
going to be increasingly computer li 
erate. My son uses a personal compu 
er most hours of the day. His habii 
are different from my habits, and the 
are much more oriented toward usin 
this kind of technology. 

"You know, it's sort of interestin 
to sit here and have you ask us tw 
questions: Why are you damn fools i 
it?, and then, secondly, What are yo 
going to do to make sure somebod 
doesn't take it away from you?" 

Good point. ■ 
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SPECIAL ADVERTISING SUPPLEMENT 
■-- 

Mexico Launches New Tourism Drive 
and other Business Opportunities 

lationwide and, even worldwide, 
DA los Salinas de Gortari (pictured 

ve) is increasingly viewed as the 
1 needed to pull Mexico out of its 
year economic crisis. He admits 
job will not be easy, but he has taken 
first steps. 
ftth a series of quick, firm 
kes, Mexico's new president has 
:rted his leadership, built credibil- 
or his government and succeeded in 
iting a new picture of Mexico's 
>ent and future. 
)ne of the president's first cabinet 
ointments was Carlos Hank Gonza- 
as Secretary of Tourism. A dy- 

lic and successful businessman, he 
held the posts of governor of the 
i of Mexico and as mayor of Mexico 
/, the world's largest city. 
)nly the fact that his father, whose 
name was Hank, was born in Ger- 
iy, disqualified the new Secretary 
\)urism six years ago from a possi- 
candidacy as president of Mexico, 
ilmost immediately after his ap- 

pointment, Hank Gonzalez took off for 
Spain, Germany and Japan, where he 
persuaded entrepreneurs in tourism to 
participate in major investment proj- 
ects in Mexico. 

Although tourism investment 
packages under the last administration 
were mostly debt-for-equity 
"swaps," those are being phased out. 

"Mexico needs 
foreign investment, not 
only in industry and 
commerce but quite 
notably in the ex- 
pansion of its tourism 
infrastructure." 

President Salinas and Secretary of 
Tourism Hank Gonzalez, along with 
other government economic policy 
makers, are designing relaxed rules to 

accommodate foreign investment in 
tourism and other areas. 

One of the first fruits of the cam- 
paign is a joint venture between the 
upscale U.S. Stouffer Hotels & Re- 
sorts and Mexico's Nacional Hotelera. 
Since it bought out the government's 
control of the chain four years ago, 
Nacional Hotelera has melded a jum- 
ble of three-, four- and five-star hotels 
into a galaxy of seven five-star and 
"grand tourism" properties located in 
Mexico City, Cancun, Cozumel, Ix- 
tapa, Loreto, Los Cabos and Oaxaca. 
All but two are beach resorts. 

Stouffer will own 49% of a new 
management company, while Nacional 
Hotelera, directed by Canadian hote- 
lier Gordon F. Viberg, in line with for- 
eign investment policy, will have 
51% of the stock. 

The seven properties will be oper- 
ated as Stouffer Presidente Hotels. 
Their 2,322 rooms raise the number 
of rooms under the Stouffer banner to 
nearly 16,000 and bring Stouffer's 
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Stouffer Presidente Hotel: Cancun, Mexico 

property total to 40. 
Stouffer describes the operation as 

its first international venture, adding 
the seven five-star Presidente proper- 
ties to its roster of luxury hotels and 
resorts. Terms of the transaction were 
not disclosed. 

William N. Hulett, president of 
Stouffer Hotel Company, and Antonio 
Gutierrez Prieto, chairman of Na- 
cional Hotelera, have said that the new 
partnership was, to a great extent, the 
result of President Salinas's all-out ef- 
fort to attract fresh foreign investment 
for the Mexican tourism industry. 

"We seized a unique opportunity 
reflecting the selective expansion 
which has positioned Stouffer in the 
top ranks of America's hotel compa- 
nies," Hulett said at the Stouffer Pre- 
sidente, its flagship Mexico City hotel, 
formerly the Presidente Chapultepec. 

"These outstanding Presidente 
properties perfectly complement our 
hotels and resorts located throughout 
the continental U.S., Hawaii and the 
Caribbean." Hulett noted that Presi- 
dente recently completed a U.S. $54 
million enhancement program that 
encompasses all seven hotels and re- 
sorts. 

"This is a significant step in our 
long-range strategy to expand into ma- 
jor markets outside the U.S.," Hulett 

d, adding that Mexico as well as 
Canada has long been a priority for 
the company's expansion plans. 

He said plans include acquisition 
and development of additional Stouffer 

Presidente properties in such top 
Mexican resort destinations as Acapul- 
co, Bahias de Huatulco (in Oaxaca) 
and Acapulco. 

In recent years, Stouffer has rapid- 
ly developed a major role as an operator 
of luxury resorts. The company's oth- 
er resort properties are at Lake Lanier 
Islands, Ga., north of Atlanta; in Or- 
lando, Fla. and Scottsdale, Ariz.; on the 
Hawaiian Islands of Kauai and Maui, 
and St. Thomas, U.S. Virgin Islands. 

Hulett said Stouffer will mount a 
major marketing effort in the U.S. and 
Mexico to support the Presidente ac- 

quisitions, noting that amazingly, mc 
Americans from northern states do 
not know Mexico. 

"The market potential in the U.S 
for Stouffer Presidente Hotels is huge 
Hulett said. "A major portion of 
American travelers who go to Mexic 
destinations originates in the southei 
states. We have all the northern states 
capture new customers and expand 
our business." 

The seven Mexican properties are 
situated at the nation's principal toui 
destinations: Cancun, the world's 
most rapidly developing beach resori 
Cozumel Island, a mecca for scuba 
diving and snorkeling; and Oaxaca, 
where Stouffer Presidente, near the 
Mayan archaeological ruins, is a forn1 

colonial convent and is protected as 
national monument. The Mexico Cii 
Presidente, a 42-floor structure, ove 
looks beautiful Chapultepec. The 
remaining hotels are on the Pacific 
Coast, atlxtapa, north of Acapulco; a 
in Los Cabos and Loreto, both fam- 
ous for deep-sea fishing and located 
the lower California Baja Peninsula 
where Fonatur, Mexico's tourism fi- 
nancing agency, has created one of 
the world's most beautiful beach re- 
sorts. 

Speaking of the new partnership 
with Stouffer, Nacional Hotelera's c 
rector Viberg said Stouffer's techno 
logical and human resources will he 

Stouffer Presidente Hotel: Los Cabos, Mexico 
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Stouffer Hotels and Resorts and 
Presidente Hotels have joined to bring you 
the best of both worlds. Consistent Stouffer 
quality, and the warmth and charm of 
Mexico. 

Stouffer Presidente offers you the finest 
hotels in Mexico, with Five-Star luxury and 
superb service. Here is quality you can count 
on. Here are exciting new places to have 
fun across Mexico. 

More Fun Places To Go In Mexico. 
Lose yourself in the world's largest city. 

Stouffer Presidente-Mexico City on the Paseo de 
la Reforma in the heart of Chapultepec Park is the 
choice of world travelers. Luxury and cosmopolitan 
sophistication are its hallmarks. 

Find yourself in desert solitude. 
Loreto, halfway up the Baja coast 
on the Sea of Cortez, offers sport- 
fishing and scuba diving by day, 

mariachis and margaritas by 
night. Hone your tennis skills at 
the fabulous Gabuloo Loreto 
Tennis Center, with 30 courts 

backdropped by spectacular mountains. 
Canter down an endless beach on 

horseback. Los Cabos, on the tip of Baja 
California, presents a wide expanse 

of golden beach with the Sea of Cortez on one side, 
a blue lagoon and distant mountains on the £t 
other. Enjoy boating, sailing, and marvelous 
fishing. The marlin fishing is world-class. 

Behold spectacular sunsets over 
the Pacific. Ixtapa blazes with lush 
tropical gardens. Sensual, romantic, 
with sand and sea just a few steps 
away from your deluxe room. And a 
staff as warm and friendly as Mexican 
sunshine. 

Delight in the Mexico of 400 years 
) in a 16th-century convent restored to 

offer every modern convenience. 



Is across Mexico. 
'residente-Oaxaca is a national treasure, with 
courtyards and blazing bougainvillea, mar- 
nd historical churches at your door, and 
uns of Mitla and Monte Alban just 
tes away. 
ievel in the temple of sun wor- 
rs. Stouffer Presidente-Cancun 
epitome of fun in the sun. 

It has the best and widest white sand beaches, sophisticated restaurants, tennis, 
golf. Every pleasure is yours to enjoy at this international Caribbean Resort. 

Tuck yourself away on a tropical isle. Cozumel offers 
m quiet seclusion and private terraces overlooking the 
^^^        Caribbean. The scuba diving is world-renowned, fresh 

lobster is served with moonlight on the sea, and smiling 
L^^      service is there before you can say "por favor." 

D Cancun 
•Cozumd* • 

pa - aca 



Stouffer Presidente Hotels-Mexico 
Stouffer Presidente 

CANCUN 
• 294 air-conditioned rooms 
and suites 

• Five restaurants and lounges 
• 24-hour room service 
• Two pools, one with Jacuzzis 
and wet bar 

• Lighted tennis courts 
• Meeting and banquet 

facilities for up to 500 

Stouffer Presidente 
COZUMEL 

• 259 air-conditioned rooms, 
most with private terraces 

• Three restaurants and bars, 
room service 

• Swimming pool and all 
water sports 

• Two tennis courts 
• Meeting and banquet 

facilities for up to 500 

Stouffer Presidente 
IXTAPA 

• 401 air-conditioned rooms 
• Four restaurants and bars 
overlooking the Pacific, 
room service 

• Svvirnming pool and all 
water sports 

• Two tennis courts 
• Meeting and banquet 

facilities for up to 400 

Stouffer Presidente 
MEXICO CITY 

• 750 air-conditioned rooms 
and suites, including 
Executive Club Level 

• Nine restaurants and bars 
• Meeting facilities for groups 

of 20 to 2,000 with 15 break- 
out rooms 

• Complete audiovisual, 
secretarial, telecommunica- 
tion, and translation services 

• 500-car underground garage 

Presidente OAXACA 
A Stoutter Presidente Hotel 

• 91 comfortable rooms 
housed in a 16th-century 
convent 

• Restaurants, bars, room 
sendee 

• Live music 
• Swimming pool and 

solarium 
• Meeting and banquet 

facilities for up to 840 

Stouffer Presidente 
LOS CABOS 

• 250 air-conditioned rooms, 
some with private terraces 

• Restaurants, bars, nightclub, 
room service 

• Game fishing, scuba, 
snorkeling, waterskiing, 
sailing, and windsurfing 

• Meeting and banquet 
facilities for up to 250 

• Two lighted tennis courts 

Stouffer Presidente 
LORETO 

• Self-contained, all-inclusive 
resort with 250 air- 
conditioned private terrace 
or lanai rooms 

• Four restaurants and bars, 
room service 

• Two swimming pools 
• Nearby game fishing, scuba, 

sailing, snorkeling, water- 
skiing, and windsurfing 

• Tennis facility 
Now you have it all. 

Stouffer quality and a rich 
variety of choices in Mexico. 
Experience the full warmth of 
Mexico at Stouffer Presidente. 

For reservations, 
call your travel agent or 
1-80OHOTELS 1. 

B 1989 StouMer Hotel Company 

STOUFFER 
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irdonE. Viberg, was named Chief Executive 
\Jicer of the new Stouffer Presidente Hotels 

lake the new operation "among the 
I st in the world." 

oing Business in Mexico 
A target of Mexican tourist promo- 

• >n during the next year will be Ameri- 
m, Canadian, Japanese and Europe- 
;; business people. Programs are being 
> veloped in official think tanks for a 

"The market potential 
in the U.S. for Stouffer 
Presidente Hotels is 
huge." 

tries of promotional trips for selected 
I siness people similar to the famil- 
i ization group visits ("fam trips") for 
l.vel agents. 

"Mexico needs foreign invest- 
l;nt, not only in industry and com- 
tarce but quite notably in the expan- 
p >n of its tourism infrastructure,'' 
< mmented a top official at Fonatur 
tie National Tourism Fund) which has 
I en the government motor for 
| inned resort developments in places 
I.e Cancun and Ixtapa. "We believe 
lit if we can attract an adequate num- 
II r of foreign entrepreneurs just to 
■me and look at all the things Mexico 
Is to offer, we will find it easier to 
in new partners in our developmental 
lrorts." 
iThe promotional trips are still in 
15 planning stage; they need to be 

>rked out in conjunction with air- 
es, hotels and other participants; 

however, the trips will target specific 
groups of foreign business people to 
investigate the many investment op- 
portunities in the Mexican economy. 

Tourism officials are strongly em- 
phasizing Mexico's string of tourism 
pearls both on the Pacific and Carib- 
bean coasts. The attraction for investors 

is obvious. After all, what other coun- 
try builds entire resort cities from 
scratch, complete with new hotels, 
beaches, golf courses, tennis courts, 
amusement parks, aquatic sports and 
all the rest of the tourism infrastruc- 
ture-not forgetting big international 
airports to handle the flow of travelers? 

BANCO NACIONAL DE MEXICO. 
MEXICO'S LINK TO THE WORLD. 

As the global economy becomes a reality, the strategic importance of 
Mexico is becoming even more evident to the international business and 
financial community. 

Mexico itself is changing. The Mexican economy is opening to the 
world. New investment incentives and joint ventures are forming the 
basis for new business strategies. 

Banamex was established over 100 years ago and is today the 
largest bank in Mexico. It is the bank that knows Mexico best and the 
one that serves international Mexico with offices located in the major 
financial centers throughout the world. 

And with over 740 branches in over 490 cities and towns throughout 
the country, Banamex is in a unique position to assist foreign companies 
and institutions in every aspect of investment and commercial 
trade with Mexico. 

Banamex. Mexico's link to the international financial community. 
Always the right answer. 

Banamex 
Banco riacional do rflexico 

MAIN OFFICE: Isabel la Catolica44,06089 Mexico, D.F. Tel. 518-9020, Telex: 01 - 
773-871. INTERNATIONAL OFFICES: NEW YORK, CHICAGO, HOUSTON, LOS 
ANGELES, NASSAU, TORONTO, SAO PAULO, LONDON, PARIS, MADRID, 
FRANKFURT, TOKYO, SINGAPORE. 
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High on the list of priority projects 
is the newest tourism complex of Hua- 
tulco, on Oaxaca's balmy Pacific 
coast, still in the early stages of a 10- 
year development program. The 
charms of Cancun, Ixtapa/Zihuaten- 
ejo, Puerto Vallarta, Acapulco and 
the new Baja California resorts also will 
be laid out for potential investors to 
inspect. 

New foreign invest- 
ment regulations just 
published go far to 
pave the way for the 
entry of fresh capital 
into additional sectors 
of the Mexican economy. 

"We need to double our tourist 
traffic to at least 10 million annually 
within the next few years," said the 
Fonatur official.' 'That means more ho- 
tels, more airline routes, more facili- 

IS MEXICO CITY 
IN YOUR AGENDA? 

Make sure your reservation is made at 
Hotel Nikko Mexico. Strategically located 
in Polanco, Mexico City's new business 
district and facing lovely Chapultepec Park. 
Hotel Nikko Mexico, a 5-Star Grand 
Tourism hotel offers you the finest facilities 
for business or pleasure: 
• "50 luxurious rooms, including 

25 suites. 
• Business Center: telex, fax, 

photocopying, secretarial services, and 
the availability of computers     (PC 
Compatibles). 

• Splendid restaurants offering French, 
Japanese, International and Mexican 
specialties. 

While in Mexico City, enjoy the great 
location, world-class facilities and friendly 
service of Hotel Nikko Mexico. You will 
want to come back again. 

Frame your best moments at... 

& 
hotel nikko mexico 

f<Cy*,,//rSsr ■ ^U 
Campos Eliseos 204. Col   Polanco, 11)60 
Mexico Cir;  lels    203- 1800 and 203-4020 
Telex   1763)24 NIKOME. Fax   25S-SS86 
Reservations for Nikko Hotels InternjtuinM 
U.S.A   and ( anada   1800NIK.K.O-US 
(643-3687) / bis Angela  (213) 122-9043 
( omputei Accen  APOLLO NK 26222/ 
SABR1   NK  I 1532    PARS NK 14532 or am 
Office <>t  /j/'Jfl Air ll*e\    A Loews 
Represenuiinn 

ties of every kind. Mexico is open for 
business." 

The pitch to foreign business peo- 
ple goes much further than the tourism 
industry. Mexico has embarked on a 
program to boost nontraditional exports 
to ease the dependence on petroleum, 
which is the country's number one dol- 
lar-earner (ahead of tourism). Con- 
siderable progress has been made with 
Mexico's entry into the GATT (Gen- 
eral Agreement on Trade and Tariffs) 
and through a daring initiative to open 
the borders to more imports, thus stimu- 
lating competition in price and quality 
in national industries. 

The rationale for 
going after business 
through tourism is 
illustrated by the 
success of a 100% 
Japanese venture, 
the Hotel Nikko in 
Mexico City. 

New foreign investment regula- 
tions just published go far to pave 
the way for the entry of fresh capital 
into additional sectors of the Mexican 
economy. 

The government hopes to attract 
more international partners in the indus- 
trial and commercial picture, as an 
alternative to the previous credit-orient- 
ed development plan that left the 
country with a huge foreign debt, which 
it is struggling to work off. Foreign 
investors who arrive with capital and 
technology are finding a broad range 

of opportunities, especially in joint ven- 
tures with Mexican partners, includ- 
ing the government itself. 

The rationale for going after busi- 
ness through tourism is illustrated by 
the success of a 100% Japanese ven- 
ture, the Hotel Nikko in Mexico City, 
which came on line in November 
1987, with business travelers as its main 
target. Over 55% of occupancy is 
business travel (12% from Japan), with 
the location geared for those who 
want to contact Mexican government 
offices and the principal private sec- 
tor entities nearby. The Hotel Nikko 
(like the neighboring Stouffer Presi- 
dente) offers courtesy office facilities 
with high-tech communications for 
the convenience of business people, as 
well as luxury tourism features. Be- 
cause of these features slanted at the 
visiting business person, and indicat- 
ing the strength of interest for foreign- 
ers wanting to do business in Mexico, 
the Hotel Nikko is running close to 
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100% occupancy. 
The country's "mixed economy" 

ystem divides the economic structure 
between the public and private sec- 
:ors. The state, generally, dedicates its 
fforts to infrastructure, public 

works, utilities and banking, and it 
maintains exclusive control over pe- 
loleum and mining. However, in an 
effort to reduce huge deficits run up 
jy the parastate companies, the govern- 
ment is rapidly divesting itself of 
many industries (including hotels and 
xstaurants) that are better operated 
3y the private sector. 

Foreign business people entering 
:he Mexican scene will find that this is 
no longer the land of mahana. Most 
business people and top government of- 
ficials are dynamic and aggressive, 
vlany have advanced degrees from 
U.S. universities, and they under- 
stand the latest business systems and 
:echnologies. 

Though some of the ground rules 
may need explaining, business is busi- 
ness, and manufacturing is manufac- 

\* %\\ 

turing. The difference for the new in- 
vestor may lie mainly in the market. 
This country of 85 million is developing 
into one of the world's tCj, 10 mar- 
kets, both in terms of econom.cs and 
population growth. It is undergoing a 
supercharged modernization, based on 
a youth-oriented society where half 
the population is below 15 years of age. 

Business and industry are chal- 
lenged to keep up with the dramatic 
changes and provide modem prod- 
ucts and systems the country needs to 
overcome the wasted years of the 
past. Mexico is lowering the barriers 
that traditionally have held up prog- 
ress, and the results are becoming 
visible. 

Mexico hopes to unveil those op- 
portunities with its program of business 
tourism, which underlines its encour- 
agement of foreign investment and for- 
eign trade and makes no doubt of the 
warmth of its welcome to present and 
future business partners. ■ 
This supplement was produced by Robert S. 
Benjamin & Associates, Mexico City. 
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Five of the hottest 
investment opportunities 

under the sun. 
Cancun. Ixtapa. Los Cabos. Loreto. And the Bays of 

Huatulco. Five glorious, sun-drenched Mexican resorts 
developed by Fonatur. And five reasons why more 
and more investors are discovering the investment 
potential in Mexico's tourist industry. 

Fonatur—the National Trust Fund for the Develop- 
ment of Tourism—was established to help develop and 
expand Mexico's tourism sector. This has included the 
financing of tourism-related businesses, as well as the 
planning and development of new resorts. 

An example of Fonatur's role in the steady growth of 
Mexico's tourism industry is the success of Cancun. A 
tiny, inaccessible fishing village less than two decades 
ago, Cancun is now one of the world's flourishing resorts, 
with over a million visitors annually, more than 12,000 
hotel rooms, and a year-round population of 325,000. 

In recent years, Ixtapa, Los Cabos and Loreto 
have joined the roster of successful Fonatur resorts. 
And, now, the Bays of Huatulco loom brightly on the 
tourism horizon. Each Fonatur resort offers investors a 
range of opportunities, including the development 
and operation of resort hotels, restaurants and 
commercial properties, as well as the development 
and sale of condominiums, townhouses and single- 
family residences. 

Now is the time to participate in one of the most 
dynamic growth periods in Mexico's tourism industry. 
And Fonatur can help you with every aspect of 
development—from site selection to financing. Let 
us show you how one of the world's most 
exciting vacation destinations can be a great 
investment for you. 

For information, write to FONATUR, Direccion de Ventas, Ave. Insurgentes Sur 800, Mexico, D.F. 03100 (905) 687-7164. 
® 1989 FONATUR, Mexico Tourism 
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Bancomer: 
the bank that 

ens many 
rs for you. 

• • 
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Bancomer has been a leading Bank in Mexico and 
Latin America for over fifty years. 

Expertise and professional financing are /ust two words to 
describe what Bancomer can offer you. If your business 
operations take you to Mexico, it is important to contact a 
bank that has a vast network that includes more than 700 
Branch Offices throughout the country, more than 2000 
Correspondent Banks worldwide; agencies, offices and 
branches in the most important financial centers of the world 

Thirty-thousand professionals will see to it that your 
import-export needs get the right attention and the adequate 
financial backing. 
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Head Office:   Bancomer Center Av Universidad 1200 Mexico. D.F 03339 Tel 534-00-34  Telex: 1775781 -BCSAME 
Offices Abroad:   New York • Los Angeles • London • Tokyo • Madrid • Sao Paulo • Hong Kong • Grand Cayman 



TCBY's frozen yogurt is low-fat, but its 
stock price could give you a heart attack. 

A fatty 
stock 

By Eric Schmuckler 

T| o JUDGE FROM the action in 
TCBY Enterprises, the stock 

market is getting a little ripe 
around the edges. Based in Little 
Rock, Ark., TCBY is the nation's larg- 
est chain of franchised frozen yogurt 
shops, (TCBY stands for The Country's 
Best Yogurt.) As Americans look for 
low-calorie, low-fat alternatives to ice 
cream, a lot of investors have 
jumped on the TCBY bandwag- 
on. As a result, the chain's 
shares have shot up 150% this 
year. The recent price is 26 Vs, 
valuing the company at nearly 
$700 million. To put that figure 
in perspective, TCBY'S sharehold- 
ers' equity is $72 million, sales 
last year were $98 million, and 
profits were $20 million. So the 
stock sells at 7 times sales, al- 
most 10 times book value and 35 
times earnings. The yogurt may 
be low-fat, but the stock looks 
downright obese. 

The stock, incidentally, 
trades on the New York—not 
Vancouver—Stock Exchange. 

You have to hand it to Frank 
Hickingbotham, TCBY'S 52- 
year-old founder and chairman. 
He  has  performed  something 
close to a miracle. A born sales-      
man and former lay Baptist minister, 
Hickingbotham opened the first TCBY 
store in 1981, after selling a deep-dish 
pie business. Today he and his son 
Herren preside over more than 1,300 
stores, all but 125 franchised. System- 
wide sales last year were $210 mil- 
lion, with $300 million expected in 
1989. Its largest competitor is I Can't 
Believe It's Yogurt, with 215 stores 
and a projected $58 million in 1989 
systemwide sales. "We don't feel 
we've scratched the surface in devel- 
oping this," says Hickingbotham. 

But, as far as the stock market is 

concerned, FORBES would bet that 
TCBY has done more than scratch the 
surface; it has dug a hole for itself. 
The stock has gotten so rich that if 
growth falters even for a moment the 
market will likely seek revenge. In 
1986 the company lost one-third of its 
market value in a single day. Today, 
the company is not as overvalued as it 
was then. Still, TCBY again looks like 
an accident waiting to happen. 

Mark Katzman 
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TCBY'S Frank Hickingbotham (right) with son Herreti 
An accident waiting to happen? 

Like a farmer expanding onto less 
productive soil, Hickingbotham will 
have to work much harder for future 
growth. The yogurt market continues 
to expand. But TCBY'S competitors are 
multiplying. 

TCBY is strongest in the Southeast 
and Midwest; there are 75 TCBY stores 
in Chicago alone. In other regions, 
however, things aren't going as well. 

In California, for example, the big 
name is Penguin's, with its snazzy 
black-and-white stores. Penguin's 
was acquired last summer by Bon- 
grain,   a   multibillion-dollar   French 
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food outfit that also owns Columbo 
yogurt. Penguin's already has 125 
stores and systemwide 1988 sales of 
$35 million. With the new Bongrain's 
backing, Penguin's is eyeing Florida, 
one of TCBY'S biggest markets. 

Another strong regional chain is Ev- 
erything Yogurt, which has 220 stores 
and projects systemwide sales of $43 
million this year. In the New York 
area, where TCBY has just 37 stores, 
Everything Yogurt has 66. Mean- 
while, hard-charging I Can't Believe 
It's Yogurt has ambitions to challenge 
TCBY nationwide, and is said to be 
about to announce a codevelopment 
plan with Blockbuster Video. 

That isn't the end of the people 
wanting a bite out of TCBY'S growth. 
The ice cream chains could become 
tough competition. Already, 1,000 of 
Baskin-Robbins' franchisees have 
gone so far as to add "& Yogurt" to 
their signs. Dairy Queen, with 5,000 
franchised stores, is considering roll- 
ing out frozen yogurt nationwide. 

There are other weaknesses in the 
TCBY story. The company grew by 
keeping the cost of opening a TCBY 
store low. Even now, opening a new 

TCBY store costs about 
$140,000, depending on loca- 
tion, as compared with around 
$200,000 for the typical Every- 
thing Yogurt and Penguin's 
stores. To keep costs low, Hick- 
ingbotham often allows TCBY 
stores to open in areas with rela- 
tively light traffic. And the con- 
struction and design of a basic 
TCBY outlet looks chintzy com- 
pared with some other chains' 
stores. Sniffs competitor Ste- 
phen Beninati, president of Ev- 
erything Yogurt: "Those stores 
wouldn't survive ten years of 
heavy traffic." 

In the past, much of TCBY'S 
profits came from selling fran- 
chises. But now, the bulk of its 
business is selling yogurt to the 
franchisees, TCBY'S franchisees 
pay about $7 a gallon for their 

     yogurt, versus $5 a gallon for 
Penguin's franchisees, according to 
one Penguin franchisee. Should 
TCBY'S franchisees demand more fa- 
vorable prices—a classic conflict in 
the franchising industry—TCBY'S mar 
gins would suffer accordingly. 

Woody Whyte, an analyst at Ste- 
phens Inc., thinks TCBY is still a good 
buy. The company, he says, is model- 
ing itself after McDonald's in many 
key ways. But has anyone ever count- 
ed the number of fast-food franchise 
chains that flourished briefly, then 
died while trying to follow the 
McDonald's formula? ■ 
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How to record a star 160,000 
light-years away. 
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At Hitachi, the sky s the limit. 

Astronomers study supernovas in the hope of 
learning more about the birth of the universe. 

So when Supernova 1987A burst into glory, 
the scientific community immediately turned to a 
Japanese satellite named Ginga. High above Earth, 
it collects X-ray emissions and other pertinent data 
which could prove crucial in their quest. 

At the heart of Ginga - Hitachi's magnetic 
<   WH^l Hit.nhi   I id   Ml 

bubble memory recorder. It can withstand the 
est environments. Radiation. Solar wind. Ext 
temperatures. 

Which is perhaps to be expected. We're 
world leader in magnetic bubble memory tec 
nology. Always have been. 

Of course, some stars are much closer to 
home. And Hitachi shines here, too. Our dyr 



Low to record a star 
ight at home. 

v- One day, this boy's children will watch his first steps. 

video cameras are responsible for revolu- 
g the family photo album. 
lile delivering image quality that's out of 
rid. 
of this is explained by the fact we're a 
billion company* We're involved in science. 
dies. Communications. Transportation. 
ie. Most everything, in fact. 

It goes to show that Hitachi is as adept at creat- 
ing products that are light-years apart as we are at 
creating technologies that are light-years ahead. 

*US$45,736 million; net sales for the year ending March 31,1988. US$1 = ¥125 

(O) HITACHI 
Hitachi, Ltd. Tokyo, Japan 



On the Docket 

Property? Or perk? 
Are frequent-flier miles your prop- 

erty or are they merely a benefit 
granted by the airlines? On the an- 
swer to that question, raised in a law- 
suit that was filed last November by 
American Airlines, Inc., depend the 
airline industry's hopes of quashing 

llusiraiiom by John Segal 
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the booming business of buying and 
selling frequent-flier miles among 
passengers. 

American Airlines' suit, filed in 
Phoenix, Ariz, federal court, charges 
the Coupon Connection, Inc. with 
conspiring to defraud American by 
buying and selling frequent-flier 
awards. 

Trading awards, logically, makes it 
more likely that frequent-flier mile- 
age credits will be used, thereby po- 
tentially raising the airlines' cost of 
doing business. In addition to charg- 
ing that the Coupon Connection's ba- 
sic business is illegal, American al- 
leges in its suit that the company al- 
ters tickets and directs frequent-flier 
program members to lie about travel 
plans. The suit also charges that em- 
ployees of the Coupon Connection, 
based in Tempe, Ariz., create fake 
I.D.s in order to pose as members of 
airlines' frequent-flier programs and 
actually pick up tickets at American's 
ticket offices. 

American contends that frequent- 
flier mileage is a nonsalable benefit 
created to reward regular American 
passengers. The airline's rules, which 
appear on the back of every frequent- 
flier certificate, specifically prohibit 
the sale or purchase of the mileage. 
But Evans North, an attorney repre- 
senting the American Association of 
Discount Travel Brokers, argues that 
by giving away the free miles, the 
airlines have created an actual piece 
of property. North points to a number 

of cases that give owners the right to 
do whatever they please with their 
property. 

Little, if any, law currently on the 
books indicates whether airplane 
mileage constitutes real property. 
That means that much of the case 
will probably turn on the technical 
issue of whether American's rules 
themselves are binding. Until the 
Phoenix judge rules, airlines and 
mileage traders alike will be on the 
edge of their seats.—Deirdre Fanning 

Lawyers on screen 
The latest news in legal advertising 

arises from television shows like 
the one produced in Pensacola, Fla. by 
Blab TV, a cable network. Blab's Law 
Line program, which airs four times a 
week, features lawyers who answer 
questions phoned in by viewers. Since 
the Supreme Court gave the nod to 
legal advertising in 1977, at least 20 
such shows have gone on the air 
around the country. Many lawyers ap- 
pear to be eager to go on the air, hop- 
ing the exposure will widen their cli- 
ent base. 

Blab TV was founded by personal 
injury lawyer Fredric Levin, a partner 
at the Pensacola law iirm of Levin, 
Middlebrooks, Mabie, Thomas, 
Mayes & Mitchell. Levin himself 
hosts Blab's Wednesday night Law 
Line show and he says it has proved 
invaluable for luring clients. Levin 
claims his business has tripled since 
Law Line's debut in 1984. 

Talk about audience recall. Recent- 
ly, before Levin won a large court ver- 
dict for a client, the 13-member panel 
from which the jury was selected was 
asked whether they had ever watched 
Levin hosting Laa Line. Ten of the 
prospective jurors raised their hands. 
Levin went on to win a $5 million 
verdict for his client in a decision 

that, he says, the jury took 15 minutes 
to reach. 

"My credibility is better because of 
television," says Levin. "People don't 
see it as advertising, they see it as 
public relations." Maybe. But the 
state bar associations are carefully 
watching shows like Law Line to make 
sure lawyers don't cross the fine line 
between "public relations" and po- 
tentially misleading solicitation. 

Viewers seem pleased to get the free 
legal advice. According to Levin, Law 
Line is currently pulling in around a 
7% share of the cable audience in 
Pensacola.—D.F. 

Boaters at risk 
A recent lawsuit against a division 

of Brunswick Corp. will bring no 
cheer to the nation's 13 million recre- 
ational power boaters or to companies 
catering to that market. 

Earlier this year an Alabama federal 
jury awarded a college student $4.5 
million in damages for injuries sus- 

tained when the propeller of a Mer- 
Cruiser outboard motor sliced into 
her legs and buttocks, striking her 
while she was swimming in a river. 
The engine's maker, Brunswick's 
Mercury Marine division, is appealing 
the award. If the appeal fails, the com- 
pany is on the hook. 

Besides the Alabama suit, at least 
four other actions have been filed 
against Mercury, charging the compa- 
ny with negligence for failing to in- 
stall propeller guards on boat engines. 
But, despite the $4.5 million award, 
boat engine manufacturers have been 
reluctant to install propeller guards. 
They contend, among other things, 
that being hit by a guard might pro- 
duce worse injuries than being hit by 
a propeller. Says Roy Montgomery, 
vice president in charge of law at Mer- 
cury, "We know of no device that will 
prevent injuries from boats traveling 
faster than 5mph."—D.F. 
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; long as GE Capital has been 
| :he business of financing other 
I sinesses,we've been in the idea 
siness.Over the years, our 
)ital ideas have helped many 
igoing companies keep their 

: ids above water, 
i Equipment leasing, for example, 

capital idea that's right at 
me at sea: Containership 

operators keep their working 
capital high and drv by leasing 
ships bv the dozen and containers 
by the thousand from GE Capital. 

Circle Line brought us aboard 
when they wanted to expand their 
business in New York harbor. 
Thanks to GE Capital, custom fi- 
nancing surfaced and World Yacht, 
New York's most elegant floating 

restaurants, became part of the 
Circle Line fleet. 

And an Ontario-based houseboat 
and yacht rental organization with 
a fleet of 130 boats on four con- 
tinents floated a line of credit from 
GE Capital to keep its inventory 
financing shipshape. 

Whether or not your company's 
business happens on the water, 

we'd like the chance to help im- 
prove your financial picture.Just 
call us at our toll-free number: 
1800243-2222. 

To keep things on course, we've 
got capital ideas by the boatload. 

Not Just Capital 
Capital Ideas. 

lital Ideas 
are launched at 

GE Capital. 

GE Capita/ 



Computers/ 
Communications 

It's tougher than it used to be for a proven 
entrepreneur to get a promising technol- 
ogy off the ground. Look at foseph Lind- 
mayer's Optex Corp. 

Quantum leap 

By George Gilder 

EVER SINCE HIS FLIGHT from 
Hungary in 1956, at age 25, Jo- 
seph Lindmayer has been used 

to playing the role of renegade capital- 
ist. Rather than stick around and fight 
communism in his homeland, Lind- 
mayer left for greener pastures when 
Big Brother confiscated his music re- 
cording business. 

Lindmayer arrived in the U.S. at the 
dawn of the computer age and went to 
work as a scientist for Sprague Elec- 
tric When he was 33, he authored a 
classic text on solid-state electronics 
that remained in wide use until the 
late 1970s, helping to create the semi- 
conductor devices that transformed 
the electromechanical calculators of 
the 1950s into the electronic comput- 
ers of today. 

But all the while, Lindmayer's en- 
trepreneurial instincts were gnawing 
at him. Finally, after holding down 
posts as head of physics at Sprague, 
visiting lecturer in physics at Yale and 
head of the physics laboratory for 
Comsat, he started a company. Called 
Solarex, it was aimed at extending and 
commercializing a Lindmayer inven- 
tion, the "violet" solar-power cell, to 
be first used in remote radio receivers 
and lrngaton pumps, and ultimately 
on the roofs of houses. In 1983 he sold 
Solarex and Scmix, a maker of silicon 
materials used in solar cells, to 
Amoco for over $25 million. 

Next, Lindmayer spent $425,000 of 
his Amoco money to start a company 
to develop electron trapping materi- 
als, used for the sensing of infrared 
and low-dosage X-rays. The materials 
are even used in a new form of safety 
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Joseph lindmayer of Optex 
No-muss, no-fuss quantum way 
to read and write bits of data. 

goggles that detect dangerous rays by 
glowing in their presence. Last year 
the company, Quantex Corp., had rev- 
enues of $4 million. 

Now 59, with 65 patents to his 
credit and 20 more pending, Lind- 
mayer thinks he may be onto some- 
thing really big. Bigger even than 
transforming the X-ray business. In 
short, Lindmayer thinks he has made 
a historic breakthrough in computer 
disk storage technology that could ul- 
timately transform every computer, 
audio system and video recorder in 
the world. The way he sees it, this 
new storage system is cheaper, faster, 
better than either conventional metal 
oxide or existing optical disk technol- 
ogies. To develop the technology, he 
founded Optex Corp. in 1986 in Rock- 

[ 

ville, Md., and seems to be well on his 
way to raising the $8 million needed 
to get the idea to market. 

Lindmayer's idea is based on the 
quantum physics of light and elec- 
trons. These days, as conventional 
technologies are being stretched thin, 
scientists are looking for smaller, fast- 
er, more reliable equipment that can 
control the movement of electrons 
and photons at the atomic level. Not 
only are quantum devices five times 
faster than any electromechanical de- 
vice, but they are far more durable. 
Avoiding most heat and decay, they 
neither wear down nor wear out. 

How does this idea work? Lind- 
mayer's electron-trapping optical 
memory uses a low-power blue laser 
to store bits of data by zapping tiny 
spots on a special disk coated with 
material similar to that used in the 
safety goggles. The laser light puts 
energy into each spot, which raises 
electrons in the spot to a higher ener- 
gy state, where they are trapped (see 
diagram, p. 139). The presence of high- 
energy electrons within one of these 
spots indicates a binary one; their ab- 
sence, a zero. Thus, each spot holds a 
bit. Lindmayer expects to put 5 billion 
spots on a single optical disk. 

To read the disk, a still-lower-pow- 
er infrared laser puts enough energy 
into the electrons to bounce them out 
of the trap. They aren't literally flying 
off the disk into the air; their trap is a 
trap of energy levels. As they fall to 
ground level, they emit orange rays, 
which are read by a photodetector. 
Having recovered the information it 
wants, the reading apparatus refills 
the empty trap, restoring the optical 
memory. That is all there is to it—the 
no-heat, no-muss, no-fuss quantum 
way to read and write bits and bytes. 
The electron-trapping materials can 
hold its memory for years and years, 
according to Lindmayer. 

The Optex device has some major 
advantages over conventional tech- 
nologies. Most competing writable 
optical disk schemes, from IBM, Sony, 
Matsushita, Canon, Philips, Du Pont, 
3M, Kodak, Tandy and other firms, all 
use lasers as a source of heat to change 
the chemistry of tiny domains on the 
surface of the disk. Heat not only 
slows down the operation, but also 
degrades the disk medium by fatigue 
after a certain number of erasures. For 
example, Tandy's Thor process, li 
censed from Optical Data Inc. of Bea 
verton, Ore., lets data on disks be 
erased and rewritten only some 
10,000 times, which limits the appeal 
of the disk ff»x a computer. By con- 
trast, the Optex device provides for 
unlimited erasures. 
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Building a better data trap 
An Optex disk contains 5 billion data spots, each representing a binary bit 
of information. A "1" is written on the disk when a blue laser zaps a spot, 
exciting electrons to a higher energy state and trapping them there. To 
read, a weak infrared laser kicks some electrons to their initial state, 
emitting orange light, which a photodetector reads. 
(A blue laser then refreshes the spot.) 
To erase, an infrared laser emp- 
ties all traps. 

Above all, the quantum disk is fast. 
The Canon optical disk used by Ste- 
ven Jobs in his Next computer, for 
example, takes 92 milliseconds (not 
quite a tenth of a second) to locate a 
clump of data. The Optex drive will 
eventually get at the data in about the 
same time as conventional PC hard 
disks, which use a magnetic metal 
oxide process and can access data in as 
little as 18 milliseconds. Having lo- 
cated a desired string of Os and Is, the 
Canon drive can send them into the 
computer's memory chips at a rate of 
8 million bits (1 megabyte) per sec- 
ond. By contrast, Lindmayer's tech- 
nology allows a pace of well over 200 
million bits of information a second, 
quite ample for high-definition full- 
motion video. 

Currently, an Optex disk has rough- 
ly the storage capacity of a high-end 
compact disk read-only memory— 
600 megabytes. The capacity will rise 
enormously when Lindmayer perfects 
a way to store more than one bit per 
disk spot. He will do this by varying 
the wattage of the laser light applied 
to each spot and then measuring the 
intensity of the orange light emitted 
by the electrons. Says Lindmayer: 
"When we go to this approach, my 
machines will compete in cost per 
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gigabyte with the biggest IBM disk 
drives as well as hard disks at the PC 
level." 

What do the experts think? Leonard 
Laub, president of Vision Three Inc., a 
New York consulting firm whose cli- 
ents include IBM, DU Pont, Kodak and 
GE, says that although the invention 
is still at least three years away from 
production, Optex' development pro- 
gram is "well beyond the point where 
they are likely to encounter some fa- 
tal problem, a showstopper." 

With all that going for it, you'd 
think that the high-tech world would 
be knocking down Lindmayer's door. 
Not exactly. Kodak, 3M, Xerox, IBM, 
Digital Equipment and Polaroid have 
all spurned his method in favor of 
more conventional schemes. And 
nowadays, with few initial public of- 
ferings, it seems, all too many venture 
firms are too busy protecting their 
past investments to pursue the future. 
In the first round of financing, Lind- 
mayer approached some 30 venture 
firms before little Gryphon Ventures 
of Boston put up $2 million. After a 
second round, he is now $2 million 
short of his $8 million goal. 

Meanwhile, Lindmayer finds him- 
self playing host in his offices in 
Rockville, Md. to a seemingly unend- 

Robert Mansfield 

ing parade of Japanese businessmen 
seeking to beg, borrow, buy or steal 
his technology. Mitsubishi, Kubota, 
Nippon Mining, Denka and Tosoh— 
multibillion-dollar firms—have all 
made serious overtures to Optex. 

Ironically, the winner in all this 
may turn out to be another enterpris- 
ing American disk drive entrepre- 
neur—and his shareholders. In April 
Lindmayer was visited by James Mc- 
Coy, the chairman of Maxtor Corp. 
(1988 revenues, $271 million), a lead- 
er in high-density drives for smaller 
computers. One of the most entrepre- 
neurial of the previous generation of 
hard disk companies, Maxtor recog- 
nized the superior qualities of the 
Lindmayer technology despite its 
own leadership in magnetic and mag- 
neto-optical drives. 

Five years ago, when the initial pub- 
lic offering market was frothy and the 
capital gains tax was low, venture 
capitalists were throwing money at 
any entrepreneur with solid creden- 
tials and a reasonable business plan. 
Now the IPO market is dead, technol- 
ogy stocks are out of favor, and plenty 
of venture capitalists would rather 
fund leveraged buyouts than brilliant 
engineer-entrepreneurs like Joseph 
Lindmayer. ■ 
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rhis is not the IBM I thought I knew!' 

"I thought I was hearing things. 
"There's this IBM salesman telling me I 

need a special piece of equipment that IBM 
doesn't even make. 

"And then he offers to get it for me anyway, 
and integrate it with the stuff I already have. 

"Whats the story here?" 

The Solution: The story is that 
IBM people are not out just to sell hardware or 
software. They're out to solve problems. 

\ nd they'll go out of their wav to solve them. 
Whether you're big or small. Old customer 

or new. 
Its just one more wav IBM is listening to 

your needs, and bringing you the best solutions. 



Tektronix missed one big opportunity after 
another in the 1980s. Did success and a 
too-friendly workplace make its executives 
comfortable and complacent? 

Nice guys 
finish last 

By Kathleen K. Wiegner 

FEW THINGS ARE more difficult 
in the technology business than 
to bring vigor and direction 

back to a once great company when it 
grows complacent. Competitors are 
everywhere. The pace of technology 
change is scorching. Opportunities, 
once lost, are almost impossible to 
recapture. 

Ask David Friedley. Since be- 
ing named president of Beaver- 
ton, Ore.-based Tektronix in No- 
vember 1987, Friedley, 48, has 
been trying to instill some aggres- 
siveness and competitive drive 
into the 16,000 employees at 
Tektronix (1988 sales, $1.4 bil- 
lion). "I go to work to have fun," 
explains Friedley. "And to me, 
complacency isn't fun." 

Just ten years ago, Tek was a 
power to be reckoned with. A 
manufacturer of electrical and 
electronic test and measurement 
equipment, and the world's lead- 
ing maker of oscilloscopes, it 
made $77 million on sales of $787 
million. The company was also well 
positioned for the 1980s as a leading 
supplier of color graphic computer 
terminals used by scientists and engi- 
neers, a booming market growing at 
over 50% a year. 

But then, during the 1980s, Tek- 
tronix began missing out on opportu- 
nity after spectacular opportunity, 
from computer-aided design and engi- 
neering workstations to personal 
computers. In some cases, Tek was 
getting beaten by its own former em- 
ployees-turned-entrepreneurs. At 
least a half-dozen companies in the 
Pacific Northwest were cither found- 
ed by or are today managed by Tek 
defectors. 

The consequences were financially 

devastating. In May 1988 Tek turned 
in one of the poorest performances in 
its 42-year history, losing $16.7 mil- 
lion. Though the losses have stopped, 
operating margins now are half of 
what they were at the start of the 
decade, even though a third of the 
employees have been cut. Daniel Nel- 
son, of Ragen MacKenzie Inc., a Seat- 
tle brokerage, figures 35% of Tek's 

I iJkliK'k Knlx-rt-. 

Tektronix' David Friedley 
"Complacency isn't fun." 

$1.4 billion in fiscal 1989 sales could 
produce operating losses. 

Desktop computers are one of those 
missed opportunities. Tek has one of 
the largest installed bases of graphics 
terminals in the U.S. Rather than le- 
verage its dominance in terminals by 
offering its customers full-fledged 
computers, Tek simply confused 
them. First it introduced a proprietary 
product, and when that was not suc- 
cessful, tried again with another non- 
standard product. In the end it not 
only had to write off these worksta- 
tion efforts, but also saw sales of its 
terminals decline over the last three 
years. The winners in the workstation 
market: upstarts like Sun Microsys- 
tems, Apollo Computer (just acquired 

Comp/Comm 
by Tek's archrival, Hewlett-Packard) 
and Silicon Graphics. 

In another example of hesitation, 
Tek spent at least $150 million in a 
desperate attempt to enter the fast- 
growing computer-aided-engineering 
business. Last year, after only five 
months in office, Friedley sold off that 
operation for a measly $5 million to 
none other than Beaverton-based 
Mentor Graphics, founded by a group 
that left Tek in 1981. 

While Tek failed to win new mar- 
kets, it actually was losing market 
share in its bread-and-butter test and 
measurement business, which ac- 
counts for over 60% of sales. "It's 
almost a crime that over the last five 
years we have not gotten market 
growth," snaps Friedley. 

How could all this have happened 
at what seemed to be such a premier 
company? Not only was it successful, 
but it was also a superior place in 
which to work. By 1984 Tek appeared 
in Robert Levering's The 100 Best Com- 

panies to Work for in America be- 
cause of participatory manage- 
ment, egalitarian atmosphere, 
generous day care facilities, flexi- 
ble time off and the like. Mean- 
while, Tek's managers were 
growing old in comfort and in 
complacency. 

Since Friedley was installed by 
Tek's board in late 1987—replac- 
ing Earl Wantland, chief execu- 
tive of 13 years—he has replaced 
Tek's old-boy network of top ex- 
ecutives with younger, more ag- 
gressive managers and has laid off 
more than 1,000 employees. 
"The first thing we did was to 
stop the bleeding," says Friedley, 
who previously ran one of Tek's 

most successful operations, the pro- 
duction of television broadcast equip- 
ment. "Then came cost control. Now 
we need to get the growth." 

That may prove the toughest task of 
all. Tek belatedly reentered the work- 
station market last year. Already Tek 
has orders from customers including 
Du Pont and Sony. Another bright 
spot is color printers, already a $120' 
million-a-year business for Tek thai 
could double in three years. 

It's one thing to be nominated as a |' 
great place to work. But you don't | 
want your company to become too 
comfortable a place to work, not if it's I 
in a  technology business.  On  that 
path, sooner or later, lies disaster. 

1 
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AUTOMATIC DOCUMENT FEEDING 

AUTOMATIC DUPLEXING 

AUTOMATIC SORTING OPTIONS 

Frantically looking for a 
ependable 25-cpm copier? Relax. 

Canon's new Anxiety Reduction 
ieries takes the worry out of copying. 

Innovations like a long-life copying 
Irum, sophisticated fine-grain toner 
nd self-diagnosing control panel 
/ere specifically designed to give you 
lore copies and fewer headaches. 

AUTOMATIC REPRODUCTION RATIO 

AUTOMATIC EXPOSURE 

AUTOMATIC PAPER SELECTION 

And whether you choose the 
NP3825 with its duplexing, editing 
and color capabilities or the more 
basic productivity of the NP3325, you 
can count on the Anxiety Reduction 
Series to deliver what you need most 
from your office copier. Increased 
reliability without increasing your 
blood pressure. 

Come see (he Canon 
{ Great*' Hartio'O Open 
| July 6-9 or watch 

■Ion CBS Television 

Canon NP 3825/3325 
Anxiety 'Reduction Series 

For more information, call toll free1-800-OK CANON. Or write Canon U.S.A.. Inc.. PO Box 3900, Peoria. IL 61614   © 1989 Canon USA Inc 

Enjoy easy emended payments 
with ihe Canon Credit Card Ask '« details 
at parnopatrrg Canon dealers and retailers 
Available only m US 
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Science & Technology 
Edited by Gary Slutsker 

Is steel doomed to obsolescence at the 
hands of plastic composites and other new 
materials? Dont be too sure. 

Powder play 

By Paul Klebnikov 

THE KILNS AND FURNACES at Hoe- 
ganaes Corp.'s Riverton, N.J. plant 
can chum out 198,000 tons of iron 
and steel a year. The stuff goes into 

parts for car engines, firearms and 
home appliances. But what Hoegan- 
aes produces is not slabs of steel but a 
fine, grayish dust. Hoeganaes, a sub- 
sidiary of Interlake Corp. (1988 reve- 
nues,  $892 million),  is the world's 

largest producer of iron powder and 
key supplier to the rising powder met; 
allurgy industry. 

Powder metallurgy? It's the proces 
of turning metal into powder particle 
and then packing them together ti 
form intricate little parts, and it ha 
emerged as a fast-growing, $2.5-bil 
lion-a-year subset of the steel indus 
try, according to the Princeton, N.J.! 
based Metal Powder Industries Fedei 
ation. A multitude of small outfits; 
maneuvering to exploit the techno!; 
ogy. Are the parts made from met 
powder durable? In fact, packed mets 
powder in a variety of products fror 
gears and bushings to hand wrenche 
can result in structures as strong 
conventionally machined steel parts j 

Powder metallurgy traces its root 
to the turn of the century, when ir 
candescent light bulb filaments wer 
being made out of tungsten powdei 
But like the steel industry in general 
powder metal production plunge' 
from the high-flying of the 1970s to 
bone-rattling low in 1982. Since thei 
it has recovered strongly: While stet 
tonnage is still 27% below 1979 fur 
ures—a victim of long-term trends n 
energy efficiency and materials sci| 
ence—powder metal production is al 
an alltime high. Consumption of iroii 



From the Apple' Macintosh IIx and Ilex 
to the Apple LaserWriter* IINTX printers: 
so advanced is Macintosh computer tech- 
nology that it practically demands an 
advanced support network to help business 
users make the most of it. 

That's where ComputerLand" comes in. 
With more than 300 Apple-authorized 
centers, a spectrum of customized service 
plans, and special network training and 
support facilities. ComputerLand is in a 
unique position to help business. And the 
Macintosh family —with its computational 
muscle and ability to network and connect 
with other computers—is ideally suited for 
today's hybrid workplace. So drop by or 
call our ComputerLand store. Together, 
we'll put Macintosh to work for you. 

"We sell and install more 
networks in the U. S. than any 
other company -by a factor 

of nearly 
3 tol." 
AlAndrus, 
Senior 
Vice-President. 
Service and 
Support. 
ComputerLand 

Goflfiputeflcincl « 
Business to business. Person to person. 
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Science & 
Technology 

powder rose to 237,000 tons last year, 
19% above 1979 levels. 

Most of this growth is due to grow- 
ing acceptance by the auto industry, 
the largest consumer of metal pow- 
der. Carmakers like the cost savings 
and lighter weight of powder metal 
parts. Given additional heat treat- 
ment or forging, a powder metal part 
is an unbeatable performer, 
especially with respect to 
the special stresses that af- 
fect parts like transmission 
gears. American automak- 
ers have moved aggressive- 
ly into the field and cur- 
rently use more metal pow- 
der than anyone else. 

An example is the con- 
necting rod, which links 
the piston to the crankshaft 
and is a crucial, highly 
stressed part of the engine. 
Connecting rods of forged 
metal powder are designed 
to be lighter and more pre- 
cisely balanced than cast 
rods, allowing for a de- 
crease in the vibration and 
noise of the engine. 

Porsche was the first to 
implement the concept, but 
it was Ford that exploited 
the process most thorough- 
ly—namely in all its 1.9- 
liter engines made after 
1986. The average Ford car 
contains 21 pounds of pow- 
der metal parts, up from 
about 10 pounds ten years 
ago. Ford is now working 
on new cars that will con- 
tain up to 40 pounds of 
powder parts. 

But what about plastic 
composites and other new 
advanced materials? Is 
powder metallurgy doomed 
to eventual decline, like the 
rest of the steel industry? 
Not necessarily. The pow- 
der metal industry has react- 
ed by adopting the rivals' 
technology. Metal powder is 
increasingly being used to 
make superalloys that are 
more consistent than if they 
were made by conventional 
means. That's excellent 
news for aircraft engine 
makers like Pratt & Whit- 
ney and General Electric, 
which are increasing their 

use of nickel- and cobalt-based superal- 
loys in turbine and compressor disks, 
spacers, seals and other high-tempera- 
ture, high-stress components. 

Perhaps the most innovative meth- 
od is metal injection molding, which 
takes a conventional plastics technol- 
ogy and substitutes metal powder for 
the plastic resin. Even more suitable 
for producing small and intricate 
parts than traditional powder metal 
methods, metal injection molding is 
rising fast to challenge the $1 billion 
steel investment casting industry for 
the manufacture of minute parts for 

i'h. ft i. h\ vth Resnidf 

At UltraFine Powder Technology, technicians 
(above I) drop metal pellets into an atomization 
chamber, seen through a furnace porthole (above r.) 
to produce buckets of microscopically pure metal pou 

computer and orthodontic applica- 
tions. Investment casting uses an in- 
tricate wax or polyurethane pattern 
which is melted away after an injec- 
tion of molten metal. 

Multi Metals, a Louisville, Ky. tool- 
maker, recently began using injection 
molding for milling cutters, router 
bits and other machine tool compo- 
nents. Remington Arms makes doz- 
ens of injection-molded metal parts 
for its firearms. If these parts were cut 
using conventional machine tools, 
the cost would skyrocket. 

A reason injection molding is possi- 
ble for metal is that pow- 
ders are getting increasing- 
ly fine. Until recently, pow- 
der metallurgy was limited 
to the "press-and-sinter" 
method, using a mixture of 
relatively coarse powders 
about 30 microns to 100 
microns in diameter. (The 
periods on this page are 200 
microns across.) The pow- 
der is compressed at room 
temperature in a die. The 
part is then ejected, placed 
in a sintering furnace and 
baked at a temperature high 
enough for purification and 
metallurgical bonding to 
occur but low enough to 
avoid melting. 

But injection molding re- 
quires superfine powders 
(usually less than 20 mi- 
crons in diameter) that are 
mixed with a wax or ther- 
moplastic binder to a paste- 
like consistency. Usually, 
you make metal powders 
by grinding metal. But that 
produces only coarse pow- 
ders that can't be used for 
injection molding. Thus an 
Ayer, Mass.-based startup 
called UltraFine Powder 
Technology, backed by car- 
maker BMW and others, has 
recently developed a prom- 
ising new method of creat- 
ing superfine powder 
through a gas atomization 
process that involves dis- 
solving a gas in molten 
metal. When the mixture is 
cooled, the gas becomes 
less soluble, separating the 
metal into pure microscop- 
ic particles. When Ultra- 
Fine goes into production 
early next year, it will slash 
the price of superfine pow- 
ders, which now runs up to 
20 times more than con- 

fer ventional metal powders. 
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A part that was supposed to The solution is a computer- be most appropriate. 
{.cost $1.59 each to manufacture ized filing and distribution system Either way, the system you 
^suddenly cost $1.5 million. All for drawings and documents from choose will work with the tech- 
because the wrong engineering 3M Information Systems Group. nology 3M is developing for the 

(drawing was used at the wrong 3M provides systems that use future. We've already assembled 
time. And where was the right computer technology—very likely packages to help those in the areas 

r drawing? No one really knows the computers you already have of Accounts Payable, Engineering, 
for sure. in place—to speed and secure the Manufacturing, Financial Records, 

Manufacturing firms, like storage, retrieval and distribution Hospital Records and more. 
Jill businesses, face a growing of drawings and documents with For more information on how 

Droblem today: paper. Paper and evidentiary value. For many firms, to protect your company against 
drawings that when misfiled or the storage media may be aperture costly manufacturing errors, call 

jjmisplaced could spell disaster. cards or microfilm. With certain 3M Information Systems at 
Paper and drawings that when applications, a digital document 1-800-328-1684. 
destroyed, could destroy your management system integrated Before a lost drawing makes 

; business. 
111989.3M 

with a mainframe database may your business a lost cause. 
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Marketing 
By Marc Beauchamp 

Edited by Joshua Levine 

How do you get to be the nation's biggest 
auto dealer? Longo Toyota's formula is 
simple.- Treat the customer well. 

"I never learned 
anything from another 
car dealer except what 

to do wrong" 

longo Toyota's John Clark (left) and Greg Penshe 
They never advertise cars on price. 

( hjd Stauen 

ARGINS ARE NEARLY DOUBL 

the industry average. Sixt 
percent of the customers an 

repeats or referrals from satisfied buy- 
ers. And in a year when auto sales 
generally are sluggish, Longo Toyota, 
just outside Los Angeles, as it has foi 
at least the last ten years, will sell 
more new cars and trucks at retail 
than any other dealer in a single loca-| 
tion anywhere in the world. 

Including fleet and used car sales,! 
parts and one of the industry's biggest) 
service operations, sales this year an 
expected to top $300 million, up from] 
$284   million   last   year.   Last   yea 
Longo sold more than 15,000 new car: 
and trucks. That beat by a handy mar 
gin the nation's number two dealer 
Ricart   Ford   in   Columbus,    Ohio, 
which sold 11,617. This year Longo's 
sales are up 9% so far, well ahead oi| 
Toyota sales generally, up only 2%. 

Small  wonder,   then,   that  Longcj 
Toyota has become something of i\ 
mecca on the Japanese business tour 
ist circuit. Almost every month bus 
and van-loads of Japanese—reporter: 
from Japan's major TV networks an 
newspapers,   businessmen   and   stu 
dents from Tokyo University—mak 
the pilgrimage to this 22.2-acre car lo 
in El Monte (pop. 92,000), a mostl 
Hispanic working-class community 
18 miles east of downtown Los Ange 
les. Too bad more American car deal 
ers, more American businessmen in1 

general, don't take the trouble to visit 
The secret? There is no secret. Ex 

cept to do it right. "I never learne 
anything from another car dealer ex 
cept what to do wrong," Domini 
Longo once told a friend. A Canadiarj 
by birth, Longo founded the dealer 
ship 22 years ago when Toyota firs 
began selling cars in this country. 

Years before customer service be 
came a business buzzword, Domini 
Longo had a strict code for his sales 
men. No smoking. No gum chewing 
No loud shirts or wild ties. Watc 
your language, and not just obscenity 
Car salesmen, for example, common 
ly disparage hard-bargaining custom 
ers as "grinders." Longo would no 
allow such talk, even in private. Dom 
inic Longo even forbade sunglasses (/f 

want customers to be able to look ir 
their eyes and see that they're telling 
the truth"). 

After Longo died, in 1985, at the agt 
of 62, the dealership was bought b> 
former racecar driver Roger Penskt 
for $18.5 million. Penske had the gooc 
sense to promote Longo's meticulou: 
general sales manager at the time, i 
Kentuckian   named   John   Clark,   tc 
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In the near future 
will your stock transfer agent 

be a thing of the past? 
Commitment is one of the 

most important qualities a stock 
transfer agent can have today. 
And yet so few have it. The Bank 
of New York, however, is a notable 
exception. 

While so many others are get- 
ting out of the business, we are 
actually adding substantial re- 
sources to it. 

Our computer resources con- 
sist of the latest hardware and 
software technologies, backed by 
a communications network span- 
ning the nation. Our Advanced 
Corporate Trust Integrated On- 
line Network (ACTION™) is a real 
time, dedicated processing system, 
which is the most efficient of its 
kind in use today. 

We can handle proxy services 
faster and more accurately be- 
cause we have our own Bank of 
New York zip code and high speed 
OCR scanners. 

And you will have a single 
contact point through your own 
thoroughly trained and profes- 
sional account administrator, who 
has a full-time backup. 

To have a stock transfer service that won't be a thing of the past, call The Bank of 
few York in the near future. We'll be here. And we'll stay here. 

For more information, call Mr. Leon Urbaitel, Vice President, 
t (212) 495-2065. 
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general manager. Last year 
Penske moved Longo from 
its old, cramped, 3.8-acre 
location into its new $20.2 
million home next to the 
San Bernardino Freeway. 
On an average weekend, 
says general sales manager 
Greg Penske, Roger Pens- 
ke's 26-year-old son, Longo 
draws upward of 500 peo- 
ple; more than one-third of 
them drive off in a new car. 

Sure, location helps. 
Toyota, Nissan and other 
Japanese imports have 
about a quarter of the 
southern California mar- 
ket. Toyota alone account- 
ed for 23% of all imports 
sold in Los Angeles last 
year. And though El Monte seems out 
of the way, in Los Angeles, where 
folks routinely drive an hour to go out 
to dinner, Longo is downright conve- 
nient. It is situated near the intersex 
tion of Interstate 10 (San Bernardino 
Freeway) and the 605 freeway, two of 
the region's most heavily trafficked 
arteries. Each day an estimated 
300,000 people drive by Longo Toyota 
and its $400,000, 125-foot-high elec- 
tronic sign, visible from over a 
mile away. 

Longo has plenty of competition; 
there are some 1,200 auto dealerships 
in car-crazy southern California, in- 
cluding 78 other Toyota dealers. In 
this crowded market, Longo has a 
number of sales edges. One is that 
2,000-odd new cars and trucks are al- 
ways on hand, the largest inventory in 
the country for a single-franchise 
dealer. "If you live in San Diego and 
you can't find that Camry in a certain 
color, just drive up to Longo Toyota 
and you're almost certain to find it," 
says Christopher Cedergren, senior 
automotive analyst at market re- 
searcher J.D. Power & Associates. 

High volume, obviously, means 
Longo undercuts the competition on 
price. Ann O'Hara, who works for a 
Mahbu public relations firm, says she 
shopped four Toyota dealers for a 
1988 MR2 sports car before buying 
one at Longo for $13,000. Says 
O'Hara: "I figured they were the larg- 
est, so they probably had the thinnest 
margins." 

Not exactly, O'Hara. Longo's aver- 
age gross profit margin on a new car 
comes to between $100 and $140 less 
than other Toyota dealers in the area. 
But net profit margins for the dealer- 
ship as a whole—including revenue 
from service, financing, parts and in- 
surance—are 2%, almost double the 
industry  average.   Last   year   Longo 

Longo Toxota s i ast auto sen ice area 
Sixty percent of the customers are repeats or referrals 

earned an estimated $5.7 million. 
Longo, however, never advertises 

new cars on price. Instead, its newspa- 
per ads tout the dealer's location, in- 
ventory and number one ranking. 
Says general manager Clark: "Price 
leader advertising is a great way to 
draw customers, but it always creates 
a conflict when you tell them that the 
one they want has already been sold. 
This type of advertising creates an 
adversarial relationship, so we stay 
away from it." 

Surveys show that 60% of Longo's 

business is from repeat cus- 
tomers or referrals. Why? 
Says Jack Dalton, 46, a 
mortgage broker who has 
bought five Toyotas from 
Longo: "They don't just 
take your money and forget 
about you." Within the first J 
month after she bought her 
MR2, Ann O'Hara received 
four thank-you and follow- 
up letters from the Longo 
salesman, and another a 
year after her purchase. 

Standard practice. But in 
fact, Longo is known local- 
ly for its straightforward ap- 
proach with women, who 
account for 57% of Toyota 
purchases nationwide. Not 
long ago, for example, 

Clark rejected a suggestion that 
Longo set up a special "women's cor- 
ner" decorated with flowers and the 
like. Says Clark: "It's sexist that you 
have to develop a different approach 
for women. I should expose you to 
just as much product and technical 
knowledge as you want whether you 
are Mike the mechanic or Sally the 
secretary." 

It's called putting the customer 
first. And it's one of the best ways to 
make money in a highly competitive 
economy. 

Though your mailbox is bursting with mail 
ordei' catalogs, the most curious new en- 
tries may well be from E.I. du Pont de 
Nemours and Deere & Co. 

But will they ever 
know Zytel 
from Lycra? 

By Steve Weiner 

EVER     WONDERED     WHERE     VOU 
could lay your hands on a little 
high-quality  Zytel,  Delrin  or 

Quallofirm? 
Hardly anyone outside the exotic 

chemical or manufacturing business- 
es ever does. Which troubles the pow- 
ers that be at E.I. du Pont de Nemours 

& Co., the big producer of chemicals, 
oil, fibers and other synthetics—not 
to mention Zytel, Delrin and Quallo 
firm. "People think highly of the Du 
Pont company, but when you start 
talking about the products we make, 
people don't know," says Robert W 
Nightengale Jr., communications di- 
rector for the company's $6 billion 
fibers business. "Even my daughter 
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Everyday, 15% of America's workforce 
runs across 26 major obstacles. 

Reading a letter. Writing a memo. Filling out a job applica-      As a leading provider of temporary workers with offices 
ion. Things most of us do without thinking are difficult tasks throughout North America, Olsten is committed to advancing 
Dr 17 million working adults in this country. They're func- the cause of literacy. Because everyone needs to help make 
ionally illiterate. And illiteracy in the workforce is the kind America's workforce letter perfect. fnfmaiLmi 
f problem that affects every single one of us. Sunnorting a Literate Workforce. lUiSBni Supporting a Literate Workforce. 

SERVICES 



says she wants a spandex bathing suit 
when she should say Lycra." Shame 
on her. 

Solution? The company now pro- 
duces a consumer products catalog, a 
32-page mart for clothing, house- 
wares, sporting goods and other 
household items that are made from 
Du Pont products. Things such as 
flame-resistant mattress pads made 
from "Sontara spunlaced 
fabrics," a fisherman's 
vest made from "Supplex" 
nylon fiber and an auto 
roof rack made from "Zy- 
tel nylon resin" and "Hy- 
trel polyester elastomer." 

Do the prospects bite? 
Apparently. Du Pont got a 
response rate of better 
than 1% from its first test 
catalog, mailed last Octo- 
ber, about average for a 
startup and good enough 
to justify a second mail- 
ing, in late April, of a mil- 
lion copies of a second 
book. "If we sell enough 
product and break even, 
we've done an excellent 
public relations job for no 
money," says Nighten- 
gale, who also runs the 
catalog. 

Something similar is 
apparently going on at 
Deere & Co., the $5.5 bil- 
lion (sales) Moline, Ill- 
based maker of heavy 
farm and construction 
equipment. America's 
premier farm machinery 
company, Dccrc has 
branched out beyond rural 
areas by mailing an attrac- 
tive new lawn and garden 
catalog featuring such 
seemingly unlikely and 
definitely expensive 
items as $240 mahogany 
garden benches, $390 
rocking chairs, $199 mer- 
ry-go-rounds and $175 
smoker grills. Yes, there 
arc also John Deere toy 
tractors, and Deere brand 
lawn trimmers. But included, too, is 
something called Saladini, a mixture 
of lettuce, onion, basil, parsley and 
other seeds in a shaker can embla- 
zoned with the company's deer-head 
logo. You can buy a horseshoe set, 
plain, for $35, or for $65 if it's packed 
in a wooden box decorated with a 
John Deere logo. 

Of course, lots of manufacturers 
use catalogs as an effective marketing 
tool. Harley-Davidson sells a full line 
of clothing and motorcycle-related ac- 
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cessories, all bearing the company's 
logo; General Mills sells kitchen 
goods and cookbooks in its Betty 
Crocker catalog as a kind of premium 
program to boost sales of its mixes 
and cereals. But what sets the Du 
Pont and Deere catalogs apart is that 
they sell ordinary consumer goods 
made by others, not just merchandise 
bearing their own logos. 

David HanWev 

A spread from the new Du Pont catalog 
"If we break even, we' ve done an excellent p.r. job 

Deere & Co. 's lawn and garden book 
The farm equipment giant reaches for a new market 

Du Pont's catalog, for example, of- 
fers the $109.95 Sun Mountain Sports 
gold bag, with "durable, flexible strap 
fittings of Du Pont Hytrcl polyester 
elastomer." And the $99.95 Polaroid 
Impulse camera: "Timing gear and 
tour other critical drive-assembly 
gears benefit from . . . performance 
properties of Du Pont Delnn acetal 
resin." 

"We've been encouraging manufac- 
turers to use catalogs as a method of 
brand enhancement," says Katie Mul- 

doon, the New York direct marketin 
consultant who helped Deere creat 
its book. "It's advertising that pays foi 
itself." 

That's certainly the case at Deere 
Tucked away within the $4.2 billion 
(sales) farm equipment group is a $] 
billion division that makes such con 
sumer and commercial lawn care 
products as lawn mowers and trim 

mers. Although Deere has 
sold such gear for 25 years 
and wants to expand into 
the suburban market 
place, most consumers are 
astonished to learn that 
there are John Deere lawn 
mowers. No surprise, 
since Deere holds only 
about 1% of the marke 
for walk-behind mowers! 
"We needed a way to 
probe those markets," 
says R. James Peterson, a 
vice president who runs 
Deere's parts and services 
operation as well as th 
catalog. 

The catalog, first issuec 
for fall 1987, was de 
signed, says Muldoon, to 
appeal to the "aging yup- 
pie and leisure gardener." 
It's deliberately consent 
tive, focusing on "tradi- 
tional homeowners, peo- 
ple who like white picket 
fences and green grass and 
play in the yard with theii 
kids," says Peterson. 

The   average   order   is 
$65, strong for such a cat 
alog, which Muldoon says \ 
has     turned     profitable 
Deere plans to distributi 
more  than 3  million 
them this year. Sales now 
run about  $5  million 
year—strong, but not yet 
clearly profitable. 

It's more difficult to fig' 
ure whether the Du Pontj 
catalog, entitled "Du Pont i 
Makes the Difference," is 
broadening   that   compa- 
ny's image. After all, Du 

Pont proudly argues that its synthet- 
ics are "superior to their natural coun- 
terparts," a tough sell to the book's 
target,   families   with   incomes   of 
$50,000 and above—a group that very 
often includes people who prefer nat 
ural fabrics. 

Every Du Pont item includes some 
sort of synthetic component, righi 
down to Linda Jean Webster, who 
signs the catalog as its sales director 
but does not exist. "She's our Betty] 
Crocker," says Nightengale. ■ 

I 
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The contract is 
crucial. 
The details must 
be clear. 
And the approval 
must be immediate 

Take charge with 
Adler-Royal. 

When the pressure is on to deliver, what you need 
is instant action and peak performance from 
everyone on your team. That's when your office 
equipment faces its most critical test. 

And that's when you can take charge with 
Adler-Royal, the office equipment that's backed 
by a century of experience. 

From word processors and typewriters to 
copiers, fax machines, calculators, accessories 
and supplies, Adler-Royal office products are 
built for heavy duty reliability, to operate 
smoothly under fire. To take the pressure and 
the pounding without missing a beat. To perform 
impeccably when the going gets rough. With 
no breakdowns. No compromises. No excuses. 

In today's hectic business climate, that's the 
kind of office equipment you need on your team. 

See your take-charge Adler-Royal dealer 
or call toll-free-1-800-468-1300 (in Utah 
1-800-922-3131). They'll show you how to equip 
yourself successfully for today's business warfare. 
And how to win the battles each business day. 

Adler-Royal Business Machines, 
Dept. FB, 200 Sheffield Street, Mountainside, 
New Jersey 07092. 

ADLER-ROYAL 
Technology beyond words 



W^) At a cost of $166 million, the (p^) SAMSUNG GROUP has built the larc 

color picture tube plant in existence, expanding its annual capacity to 11.5 million tut 

making it the number one producer in the wc 
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Personal Affairs 
By Jerry Flint 

. Edited by William G. Flanagan 

True luxury is more than an indifference 
to utility. Consider the looks, speed and 
attention-getting power of these... 

Classy coupes 

Mercedes 500SL, coming ibis fall. 7 55 miles per bout and $80,000 

A WAVE OF NEW COUPES, SOD 
two-seaters, some convei 

i ibles, is bearing down on tl 
upper reaches of the car market. A 1 
of them are red, expensive ($50,000 
$100,000) and of limited utility, wi 
scant room for people or things. B 
they do have compensations. Th 
delight the eye, and the heavy foe 
with top speeds of 140mph to 160m{ 
or more. 

These are not the cars to drive 
Sierra Club meetings. They usual 
are bona fide gas guzzlers and con 
equipped with the special federal t; 
to prove it. Herewith, a forecast and 
report. 

The bestseller will be the new Me 
cedes 500SL and 300SL, coming th 
fall. The most talked about will be tl 
BMW 850i coming next summer. Tl 
most stared at will be the Hone 
Acura NS-X when it reaches tl 
streets a year from now. And the re* 
dest will surely be the ZR-1 Corvett 
available this fall. Already on the roi 
are Cadillac's Allante, winning mo: 
praise from auto writers each year,; 
well as the Mercedes 560SL (whic 
will be replaced by the 500SL ar 
300SL), the Jaguar XJ-S convertibl 
the Porsche 911 models, plus two otl 
er marques so limited that they dri 
into the exotic car field—the Loti 
Esprit Turbo SE from Britain and tr 
Ferrari 328 GTS. 

The Mercedes, the Allante and tk 
Jag are boulevard sports cars, fas 
good on corners, heavy on leather ar 
good springing. The Corvette ZR 
the Porsches, the Lotus and the Fe 
ran are born to race, or at least gi\ 
their owners the yen to do so. (A lot < 
Porsche and Vette owners these da) 
attend racing schools and can t 
found putting their cars through the 

i-hmjnn Hidtkn [m-i^i- 

BMW85CH, arriving mid 1990 with a 300hp V 12 Allante, zero to 60. 83 seconds 
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paces at racecourses, instead of on the 
freeways.) Some details: 

Mercedes 500SL and 300SL. Two-pas- 
senger convertible coupe, coming in 
the fall, replacing the current 560SL 
|12,000 sales last year). The 500SL (5- 

0 liter, 32-valve, V-8 engine) runs to 
'*i 170mph, but a factory-installed gover- 

R nor will hold it back to 155mph (re- 
in? suit of a truce treaty with BMW). A 

'ot computer-controlled rollbar automat- 
ally deploys if it senses a rollover 

coming. Today's 560SL has a $64,230 
; sticker, plus $1,300 gas guzzler tax. 

-iai Figure the new 500 could run maybe 
on $80,000. Makes the perfect gift for a 

t, cherished wife,  adored daughter or 
-i: great and good friend. 

Cadillac Allante. Two-passenger con- 
\ vertible coupe. The bugs are out, and 

the auto writers like what they see 
anow. GM acknowledged this year, fi- 
ll nally, that it couldn't have a classy 
QI coupe and be fuel efficient at the same 
ii time. So it ran the V-8 engine up to 4.5 
:«liters or 200 horsepower, 0 to 60 in 8.3 
:4seconds, 135mph top speed—pretty 
• good for a boulevard sports car. Some 
i 3,500 sold last year, list price $57,183. 

Honda Acura NS-X. Closed coupe, 
two-seater. Designed to prove that 
Honda can run with the best of the big 

Ii boys. The NS-X will be on sale in mid- 
1990 for $50,000 to $60,000. About 

if 6,000 a year are to be built, sheathed 
in a 2001-style aluminum body, 250- 
plus horsepower, with top speed of 
155mph or more. 

Corvette ZR-1. Two-passenger closed 
coupe, out this fall, at $50,000-plus. 
Features a special edition 32-valve, 

7-hter engine, aimed at proving that 
ft General Motors can run against the 

best in class, like Porsche and Ferrari. 
The ZR-1 runs 0 to 60 in 4.2 seconds, 

•i topping out at 180mph, with a 6-speed 
transmission. It's the cover darling of 

in auto magazines, nicknamed "King of 

Honda Acura NS-X, a year away, and $50,000 to $60,000 

Corvette ZR-1, on sale this fall. Top speed: 180mph 

\, 
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Porsche 911, old faithful, $51,000 to $85,000, depending on the type 

Lotus Esprit Turin) SE, top speed I65»iph. Price: $79,500 

the Hill." Production: probably about 
4,000 a year. 

BMW 850i. Arriving in mid-1990 
with the much admired BMW 5-liter, 
300hp, V-12 engine, governor-con- 
trolled to top out at 155mph. This 
BMW short-range missile is aimed at 
the Mercedes 500SL. Spies say to ex- 
pect everything technologically possi- 
ble; expect to see traction control, the 
latest electronic trick, to go with the 
antilock braking. Price? Maybe 
$85,000 and up. 

Lotus Esprit Turbo SE. Only a few 
hundred Lotus cars are sold in the 
U.S. each year, making it not merely 
luxurious but downright exotic. But 
this two-passenger coupe is saluted 
for its English style as well as its 
speed, 264hp, 0 to 60 in 4.7 seconds, 
top speed 165mph plus. Price: 
$79,500. 

faguarXJ-S Convertible. The first fac- 
tory-built Jaguar convertible since 
1974. The engine is a 5.3-liter, 262hp 
V-12. The list price is $57,000. "We 
fall very neatly between Mercedes 
and Allante," says a Jaguar official, 
"but basically we sell to people who 
want a Jaguar." About 4,000 deliver- 
ies expected this year. 

Porsche 911s. The most familiar 
sports car shape in the world, a quar- 
ter-century old. Coupes, Targas, Cab- 
riolets, and now in all-wheel-drive, 
priced from $51,000 to $85,000. The 
latest version, the Carrera 4 with all- 
wheel-drive, has a 3.6-liter, 247hp 
version of the old flat six, giving it 0 to 
60 in 5.7 seconds and a top speed of 
162 miles per hour. 

Photographs fade, paintings age, and ei>en marble can 
chip. But, now, you take bronze... 

Lest they forget 

By Carolyn Torcellini 

W' HEN HE RETIRED as chairman of 
the Gannett Co. earlier this year, 

Allen Neuharth left behind something 
toi ( mployees to remember him by. 

hirst, there's the 4-foot-high bronze 
bust of him in the lobby of the USA 
Today building in Washington, D.C. 
(Employees call it the Al Head.) Then 
there's the equally large but less for- 
mal portrait bust at Florida Today in 
Melbourne. (Neuharth sports an open 
white shirt in this one.   And a third 
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ZeriOS Frudakis does has relief "/for 
mer (,l<t.\<> Chairman Ruvane 

bust (this one's only life-size) makes 
its home at Gannett's Washington 
headquarters. The tab for these me- 
mentos? If you have to ask, maybe it's 
not for you. 

Neuharth is hardly unusual, at least 
in bronze. Amway founders Richard 
DeVos and Jay Van Andel stand in 
bronze—life-size—in the lobby of the 
company's Ada, Mich, headquarters 
building. Likewise the bronze of Win- 
ton (Red) Blount, chairman of Blount, 
Inc., stands his full 6 foot 1 outside his 
house in Montgomery, Ala. A life-size 
bronze of T. Boone Pickens, racquet- 
ball racket in hand, greets visitors to 
Mesa Limited Partnership's employee 
fitness center in Amarillo, Tex. 

Indeed, there's hardly anything new 
about businessmen immortalizing 
themselves in sculpture. Michelange- 
lo sculpted the Medicis in marble 
some five centuries ago. Robert Berks, 
who has sculpted more than 300 por- 
traits in his career, observes: "If they 
succeed at something, people want 
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A 
MOVING 
PICTURE. 

In Touch with Tomorrow 

TOSHIBA 

What if there was a TV with a 
picture so clear, so detailed, so 
perfectly defined that instead of just 
watching it, you actually felt you 
were part of it. 

If the concept is a little hard 
to grasp, you might want to experi- 
ence the reality: Toshiba's new 
Super Tube" TV. 

This remarkable example 
of advanced video technology uses 
vastly improved semiconductors, 
developed by Toshiba. Better 
CRT shadow masks, developed by 
Toshiba. And all-new circuitry, 
refined and perfected by Toshiba. 
Plus the realism of Super Carver 
Sonic Holography.® 

And every TV is subjected to 
the strictest quality control at our 
plants here in the U.S. 

Images and sound you not 
only see and hear, but feel. 
That's Toshiba's goal for all its TVs, 
VCRs and camcorders. 

After all, we're not in this 
business for our own entertainment. 
We're in it for yours. 

Super Tube™ is a trademark of Toshiba Corp 

For further information write. Toshiba America Consumer Products. Inc ,82Totowa Road. Wayne. NJ 07470 or Toshiba Hawaii, inc . Honolulu. HI 96814 
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Some of our best advertising 
isn't advertising. 
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If good press makes good advertising, 
Ford Taurus has had some of the best. Every 
year since Taurus was introduced, Car 
and Driver magazine has included it on 
their exclusive "Ten Best Cars" list. They 

ave also said, "Cars as good as the Ford 
aurus roll forth once per generation." 

We appreciate such rave reviews, b" 

e up-together we can save li 

we also seek another type of recogniti 
that's even more important. The one tl 
comes from the buying public. And yq ^ 
after year the public, like the press, ke Q 
casting its votes for Taurus. 

So, considering the glowing praise ,| 
and consistent sales success, we've coi l<fc 
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rertisements for Ford Taurus is Ford Quality is Job 1. 
irus itself. Our goal is to build the highest quality 
insferable 6/60 Pdwertrain WMranty. c™s ^d trucks in the w 
Covers you and future owners, with no nprai T*A 
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is its for 6 years/60,000 miles. Restrictions       ._ -■ j—^, 
;( 1 deductible apply. Ask to see this rOFQ    LQUrUS 

• 
driven a Ford...late1 



rccognr 
Willi air; V<ch rends, who cre- 

ated ze bust of Henry 
;d last January in 

Renaissance Center, 
sees another dimension. "If 
you wait to institutionalize 
yourself,''' he says, "that's the 
way to do it." 

The Henry Ford II bronze 
was done posthumously, as it 
happens. Cannier, or less se- 
cure, subjects can see to it 
themselves. "There's this su- 
perstition that sculptures are 
only for dead people," says 
Berks. That can be a mistake. 
Consider the case of one exec- 
utive whose bust was commis- 
sioned after his death. "It was 
obvious that the son couldn't 
stand the guy," recalls the 
sculptor of the piece. "He kept 
telling me to make it look 
meaner." 

Some folks, fearful of seeming ego- 
tistical, just can't bring themselves to 
have their image cast in metal. "They 
get somebody else to do it for them," 
says Stanley Bleifeld, a Weston, Conn, 
sculptor. That someone is often the 
subject's spouse, friend, business as- 
sociate, employer or employees. 
(Neuharth's busts were paid for by the 
Gannett Co. Pickens' was given to 
him by his employees.) 

Sculptures are more assertive than 
paintings or photographs in another 

Sculptor Wendy Ross with bust of Allen Xeubar 
"You have to walk in the person's shoes. 

tb 

way—the space required to display 
them. Notes Robert White, whose 
sculpture of former Continental Illi- 
nois chairman John E. Sweanngen 
was commissioned for the lobby of 
the John E. Swearingen Engineering 
Center at the University of South Car- 
olina: "For a picture, it's not so diffi- 
cult to find a wall in a boardroom or 
some place, but you have to have an 
area for sculpture." 

Sydelle Meyer learned that the hard 
way. Not long ago, she commissioned 

a life-size bust of her husband, 
Arthur Meyer, for the lobby of 
the building where he ran his 
business, Servico. But before 
the piece was finished, Meyer 
sold the company, leaving his 
wife nowhere to display the 
bronze head. "I didn't know 
what to do with it," she says. 
But one night she dreamed of 
Rembrandt's painting "Aris- 
totle Contemplating the Bust 
of Homer," depicting the phi- 
losopher holding the blind 
poet's bust atop a stack of 
books. "So I stuck Mr. Meyer 
in our living room on top of 
Modern American Painting and 
Currier &. Ives," she says. "He 
looks just great." 

Casting yourself in bronze 
can cost as little as $5,000 or 
as much as $300,000, depend- 
ing on the artist, of course, and 
the size of the piece. The tem- 

perament of the artist is important, 
too. Employees of Glaxo Inc. visited 
several artists at their studios before 
commissioning Philadelphia-based 
sculptor Zenos Frudakis to do a 
bronze of their then chairman, Joseph 
Ruvane Jr. 

"It takes some time to complete a 
sculpture, and we wanted it to be a 
pleasant and enjoyable experience for 
Mr. Ruvane," explains Jennifer Mc- 
Millan, Glaxo's director of public af- 
fairs. "So in addition to the artist's 

J 

Where to find sculptors 

Here are some artists who specialize in portrait 
sculpture (and some previous subjects): 

William Behrcnds, P.O. Box 5833, Winston-Salem, 
N.C. 27113. (Henry Ford II, former chairman, Ford 
Motor Co.) 

Robert Berks, Halyoake Avenue, Orient, N.Y. 11957. 
(Thomas J. Watson, Jr., former chairman, IBM.) 

Stanley Bleifeld, 27 Spring Valley Road, Weston, 
Conn. 06883. (William C. Conner and Robert D. Alex- 
ander, cofounders, Alcon Laboratories.) 

Zenos Frudakis, 2355 Mt. Carmel Avenue, Glenside, 
Pa. 19038. (Joseph Ruvane Jr., former chairman, Glaxo 
Inc.; George C. Hillenbrand, cofounder, Hillenbrand 
Industries.) 

Muriel S. Kaplan, 339 Garden Road, Palm Beach, Fla. 
33480. (Arthur Meyer, chairman emeritus, Servico.) 

Mark Lineweaver, 419 Lafayette St., New York, N.Y. 
10003. (Benjamin Holloway, vice chairman, Equitable 
Life Assurance Society; Christopher Forbes, vice chair- 
man, FORBES.) 

Richard McDermott Miller, P.O. Box 31, Canal 
Street Station, New York, N.Y. 10013. (Richard 
Khngler, founder, Holiday Rambler Corp.; Paul G. 
Blazer, founder, Ashland Oil, Inc.) 

Charles Parks, 44 Bancroft Mills, Wilmington, Del. 

19806. (Winton M. Blount, former postmaster general 
and chairman, Blount, Inc.; Richard DeVos and Jay Van 
Andel, founders, Am way Corp.; Dean L. Buntrock, 
chairman, Waste Management, Inc.) 

Wendy Ross, 6611 Landon Lane, Bethesda, Md. 
20817. (Allen Neuharth, Paul Miller and Frank Gan- 
nett, former chief executives, Gannett Co.) 

Robert White, Moriches Road, Box 5, R.F.D. 1, St. 
James, N.Y. 11780. (John E. Swearingen, former chair- 
man, Continental Illinois Corp.; Joseph C. Wilson, 
former chief executive, Xerox Corp.) 

These organizations can assist in a search for a por- 
trait sculptor: 

National Sculpture Society, 15 East 26th Street, New 
York, N.Y. 10010; 212-889-6960. Established in 1893, 
and now with some 200 juried sculptor members, this 
group aims to promote realist sculpture in the U.S. 

Portraits, Inc., 985 Park Avenue, New York, N.Y. 
10028; 212-879-5560. Established in 1942, this gallery 
represents some 135 portrait artists, including 25 
sculptors. Prices start at about $5,000 per piece. 

Sculpture Source, 1050 Potomac Street N.W., Wash- 
ington, D.C. 20007; 202-965-6066. This is a computer- 
ized registry of more than 1,000 sculptors, compiled by 
the International Sculpture Center. —C.T. 
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Quality 
in the apparel busii* 

we learned early in our me> 
is an ephemeral thing. 

So said our founder on the 
25th anniversary of our business. 

I He continued: 

Dur products, unlike those which 
are cast and machined or 
molded, are made mostly by 

1. Making clothing remains 
ntially an art form. 
*aw material, for the most part, 
/s in a field or on the backs and 
es of sheep, and no two of anything 
he same. 
\n electric knife cuts the fabric, but 
man hand usually guides the knife, 
jewing machine operators are also 
human, and like each of us, they 

• good days and bad days. The 
ment and skill of individual people, 
; than anything else, determines the 
ity of apparel. 

'o get a handle on it, a Quality 
Assurance Department began to 
grow at Lands' End. Today, with 

eople, it is one of the largest depart- 
ts in the company. 
Dur people have an edge over our 
iple store competition; everything 
uy comes through one set of doors in 
>nly location, Dodgeville, Wisconsin, 
specialists see it all and test each lot. 
fails the lot test, each individual 

is examined one by one. 
(Tie front lines and trenches of quality, 
gh, are at plants where the manufac- 
g takes place. We have taken extraordi- 
measures, in every part of the world, 
ive our own people inspect goods 
re they are shipped to Dodgeville. 
\.nd so our drill to get it right before 
cs to us goes on. We make progress, 
till don't achieve perfection because 

of the imperfect nature of the beast. 
Things do occasionally get out to you that 
shouldn't, which is why we back every- 
thing with one unqualified guarantee: 
GUARANTEED. PERIOD." A guarantee 
that makes everyone try harder to get it 
right the first time, then attend to the 
problem (not the terms of the guarantee) 
if something goes wrong. 

We have learned to cherish those 
suppliers who share our 
obsession for quality, wherever 

they call home. Most of them, more than 
250, are located in the United States. 
Some are located in the British Isles, and 
still others on the Pacific Rim. 

There is a lot of pressure on our 
overseas sources today, the result of the 
current exchange rate. In 1985, the 
English Pound hit a low of $1.09. When 
that happened Lands' End cut all prices 
of British goods, passing along the 
exchange rate windfall to our customers. 
English Shetland Sweaters that season 
were $19.50. Recently the Pound was 
$1.80, a 65% 
increase, and our 
English Shetlands 
will be $29.50, a 
54% increase. 

I will make 
some promises 
to you: 

l)We will always 
have fair pricing at 
Lands' End, whether 
costs are up or down. 
2) We will not give up 
quality suppliers for 
the sake of lower 
price. 

J3BSSS 

3) We will never, ever take quality out of 
a product as a means of holding price. 

While the exchange rate remains 
high, you will see in our catalogs price 
increases on merchandise from our 
overseas manufacturers. But we have 
kept prices as tight as we can, below the 
increases passed along by companies 
whose policy is high mark-ups. And 
when and if the exchange rate turns 
around we will reduce prices just as we 
did in the past. 

Always, we will try to provide you 
with choices that represent the best value 
possible. 

Gary Comer, Founder 

Please call toll-free for 
free catalog, or 
fill in 
coupon 
and 
mail 
todav. 

Lands' End     Dept. H-25 
Dodgeville, WI 53595 

Name  

Address. 

City  

State   Zip. 

Or call toll-free: 

1-800-356-4444 



style stige, personality 
was 2 consideration." 

It can take from six months 
to  o; i   to   complete   a 
bronze sculpture. First the art- 
is,: sculpts the piece in clay, 
working from life, photo- 
graphs or both. Many artists 
research their subject even be- 
fore touching clay, conducting 
interviews, reading articles or 
studying video- and audio- 
tapes of the subject. Says 
Washington, D.C. sculptor 
Wendy Ross, who did the Neu- 
harth busts: "You have to 
walk a couple of miles in that 
person's shoes to capture the 
essence of who that person is." 

Once the clay is finished, it 
is usually approved by the 
commissioning party before 
being cast in bronze. "You 
want them  to be satisfied," 

ft       ■ 

Sculptor. Charles Parks. Subject. Dean Buntrock 
"You don't have to flatter them." 

says sculptor Richard McDer- 
mott Miller, the new president 
of the National Academy ol 
Design. "After all, a portrait is 
a work of art, but it's not en- 
tirely a personal expression ol 
the artist. I think you owe it tc 
the subject to do what's need- 
ed to get a semblance." 

Agreeing on what that sem- 
blance should be is tricky. Noi 
surprisingly, some subjects an 
reluctant to acknowledge theii 
prominent noses and double 
chins. But Charles Parks, whe 
has sculpted the likes of Dear 
Buntrock and Winton Blount 
says most executives are re 
freshingly frank about thei: 
appearance. 

"Every one of them seems tc 
know exactly what he look; 
like," he says. "You don't haW 
to flatter them." 

Shooting with the Lakers 
If you have ever fantasized about 

shooting hoops with past and pres- 
ent basketball greats like Rick Barry, 
A.C. Green, Gail Goodrich and Mi- 
chael Cooper, Sportsworld, the Corte 
Madera, Calif.-based organizer of 
sports getaways, has a proposition— 
five days at the lavish Hyatt Regency 
Waikoloa in Hawaii under the tute- 
lage of Pat Riley, head coach of the 
Los Angeles Lakers. 

You don't even have to be that ac- 
tive to participate. "We've had guys 
who are 65 with triple bypasses who 

just come to be around the coaches," 
says Patricia Yount, executive vice 
president, of past Sportsworld camps. 
But you'd better like the game. The 
Pat Riley Ultimate Basketball Camp, 
which runs July 26 to 30, includes 
drills, strategy sessions, daily games 
and a final championship match. 

There will also be daily rap sessions 
with Riley and the stars, as well as 
optional sales and management semi- 
nars. And, of course, the freebies: uni- 
forms, shirts, photos and your own 
personal videotape to torture dinner 
guests with for years to come. 

Enrollment is first come, first 
served and limited to 40 people (it's 
already more than half booked). Cost: 
$5,000, including room, meals and 
round-trip airfare from Los Angeles. 
For information, call 415-924-8725. 
—Neal Santelmann 

For Hilton Head lovers 
The yachtsman has the Intracoas- 

tal, the golfer 18 courses to choose 
from on the island alone, the tennis 
player ample court space, the beach 
bum the Atlantic. No wonder Hilton 
Head Island, off the coast of South 
Carolina, has been a favorite execu- 
tive playground for years. 

But Harbour Town at Sea Pines had 
gotten a bit run-down of late—to the 
chagrin of one of the island's part- 
time residents, Avron B. Fogelman. So 
the president of Fogelman Properties 
(and co-owner of the Kansas City 
Royals) bought the property—candy- 

striped lighthouse, yacht basin, res 
taurants, some villas, shops and all 
Then he spiffed it all up—at a tota 
cost of $25 million. 

He also came up with a few nev, 
wrinkles for folks who love Hiltor 
Head but can't spend enough tim 
there to justify owning a place of theii| 
own. The Harbour Town Yacht Clu 
caters to such clients by offering thre 
kinds of membership. 

First is an equity membership. Yoi 
purchase an undivided interest in th 
club's real estate and are entitled H 
28 free days' occupancy a year, plu: 
recreational and other club privileges 
Cost is $30,000. Members can reservi 
space in studios, one- or two-bed 
room suites, all overlooking the wa< 
ter, as they choose, and as space i 
available. Equity memberships ca: 
also be resold. 

You can also purchase a yach 
membership—85 slips are available 
at $2,050 to $2,250 per linear foot 
Yacht membership in the club al 
entitles you to use of other recreatio 
al facilities, and to rent suites at 
50% discount, as available. You car 
sell your yacht slip, too, as you can i 
condominium dock space. 

Finally, there are social member 
ships. These allow use of facilities 
and are mainly intended for resident} 
of Hilton Head. Social memberships 
available later in the year, should cost 
upwards of $5,000. 

If Fogelman's scheme succeeds ai 
Hilton Head (as it already has at near 
by Daufuskie Island), you can expect 
to see a lot more resorts imitate th< 
practice.—W.G.F. 
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THe walk to the gate 
sheuldrit be mistaken for 

YouVe been to Chicago's O'Hare. You know the 
feeling. There is an alternative. Midway Airlines® 

Midway flies out of convenient Midway 
Airport. It's 3 minutes from gate to door 
and 3 minutes to parking. That's just the 

~~" TT M ""V *j       )} beginning. There's only a short wait for H TOTT1   M PVP I XP II FV     lu8ga8e and ver>'shon walks from §ate to Sate- 
- x WJ-11 ** 1V'-L ^" ^^ -L-'«~J- •*■ AJ-i-J.     Finally, it's only 20 minutes from downtown. 

O'Hare's 45 minutes. Next time, save time. 
Fly Midway. 

400 flights a day Service to over 50 cities. 

Midway 
I your travel agent or Midway Amines at 1-800-621-5700. 

5*1 



Careers 

Some companies recruiting on campus 
don't seem to realize that today's college 
seniors read their 10-K reports as well as 
their slick brochures. 

Cut the fluff 

By Dyan Machan 

I WISH THEY'D TURN IT DOWN," 
fumes William Corwin, assistant 
director of placement services at 

Princeton University. Corwin isn't 
complaining about strains of rock 
music blaring out of Princeton dormi- 
tories. He is incensed by the meaning- 
less "noise" generated by too many 
corporate recruiting brochures that 
are long on image-build- 
ing glitz but short on hard, 
realistic information. 

Students aren't fooled 
for a minute, Corwin says. 
College kids have access 
to a wealth of objective 
information via well- 
stocked career libraries on 
campus as well as elec- 
tronic news retrieval sys- 
tems. Next to all this, the 
one-sided corporate hype 
can look silly. Says the 
disgruntled Corwin: 
"Companies don't have to 
sell themselves like- 
toothpaste." 

Corwin complains, tor 
example, that while 
Princeton men and wom- 
en considering a banking 
career have surely read 
about Manufacturers 
Hanover Bank's troubled 
loans to Latin America, 
not a word of the problem 
emerges in the promo- 
tional literature Manny 
Hanny offers to students 
on college campuses. In- 
stead, potential |ob appli- 
cants read this. "Our cli- 
ent base is the envy of our 

competition. ... In short, Manufac- 
turers Hanover is tomorrow's bank. 
Wherever the action is . . . from Nai- 
robi to New York, Manufacturers is 
there—and winning." Potential appli- 
cants, Corwin says, just don't buy it. 

The high-gloss recruiting brochure 
currently offered by Drexel Burnham 
Lambert talks of the firm's "special 
emphasis on individual integrity." 
Nothing is said of Drexcl's indictment 

William Corwin, Princeton placement officer 
"Companies don* have to sell themselves litce toothpaste. 

for insider trading, or of the impending 
trial of its star performer, Mike Milken. 
Says Corwin: "While we don't blame 
any organization for trying to put the 
best possible spin to its recruiting liter- 
ature, some of this material may ex- 
ceed even the pretty flexible bound- 
aries of literary license." 

Saks Fifth Avenue's recruiting bro- 
chure presents a glaring example of 
what Corwin flatly characterizes as 
misrepresentation. As Corwin tells it, 
he was sitting down one day with the 
Saks recruiter when he mentioned 
that the employees featured in the 
Saks brochure were very attractive. In 
fact, they looked perfect. To Corwin's 
surprise, the Saks recruiter said casu- 
ally, "Oh, those aren't employees. 
Those are models." 

The only students who fail to recog- 
nize the more serious deceptions in 
corporate recruiting material are like- 
ly to be students who haven't done 
their homework. At Princeton and 
most other large schools, students 
have access to extensive files of maga- 
zine and newspaper articles on specif- 
ic companies. The placement office 
itself often attaches relevant articles 
to a company's recruiting material. 
"Along with the stuff the companies 
produce, students have an enormous 
library and an alumni mentor pro- 
gram for more balanced information," 

says Mary Giannini, Co- 
lumbia's placement direc- 
tor and a critic of compa 
nies that don't plainly 
state the facts about 
themselves—good or bad. 

Companies unsure of) 
what recruiting approach 
to take, says Corwin, 
would do well to rip a pagei 
from Citicorp's brochure 
The bank puts out an in 
expensively producei 
binder with black an 
white printed pages con 
taining nothing but basi 
facts about specific jobs i 
wants to fill. Anothe 
standout is Alex. Brown 
Sons, the Baltimore in 
vestment house, whic 
prints a helpful, hold-the 
hoopla brochure. Not onl 
does it include straightfor 
ward material on the job 
it offers, it includes com 
parative data on which to 
judge Alex. Brown against 
the competition. 

For thoughtful stu- 
dents, the days of rah-rah 
recruiting are long since 
over. It's about time re- 
cruiters caught up. ■ 

■»<<■ 11>«lc3BPiaurc-. 

166 FORBES, JUNE 26, 1989 



I 

THE    1'NCOMPARARI.E    MEISTERSTl'CK 

The   art   of  writing 

MONT° 
BLANC 

Fof the store nearest you call Koh l-Noor Rapidograph Inc (201) 479 4124 In Canada, (416) 670-0300 



Faces 
Behind the Figures 

Edited by Jason Zweig 

Temple of gloom 
On the last day of May a rumor 

ripped through Wall Street: Ar- 
thur Temple was selling. Temple, 69, 
is the Texas paper mogul who quit as 
a Time Inc. director because he op- 
posed the company's proposed $16 
billion merger with Warner Commu- 
nications Inc. Temple was said to be 
unloading a 500,000-share block of 
Time—nearly 1% of the company—at 
$135.50 a share. Time skidded 8 
points on the rumor, closing at 127. 

But Temple, in a rare interview, 
tells FORBES that he was out of the 
market even before the rumor sur- 
faced. "That wasn't us," he drawls. 
Temple originally acquired his Time 
shares in 1973, when his paper com- 
pany merged with Time in a stock 
swap. Temple says he had been selling 
his Time shares in a steady stream of 
small blocks for about a year. Then, 
the week before the rumor broke, he 
sold 250,000 shares at prices ranging 
from $130 to $133.50. In all, Temple 
says, he has dumped more than half 
his 3% stake—some 850,000 shares 
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Former lime hu  director Arthur Temple 
Selling off 850,000 shares. 

Why, after 16 years as a Time direc- 
tor, is Temple bailing out? He doesn't 
like Warner's heavy involvement in 
the music, television and movie busi- 
nesses: "I don't think the entertain- 
ment business is healthy for this 
country right now. It's a matter of 
principle. Right's right and wrong's 
wrong—and, as I know it, I try to do 
what's right." 

Temple, the great-grandson of an 
Episcopal minister, felt he couldn't 
get Time's board and management to 
abandon their push into show busi- 
ness. "They have set a policy that 
they want to be primarily in the 
entertainment business," he says. "If 
they don't do it this way [by merging 
with Warner], they'll do it some other 
way. That just doesn't suit me. If 
everybody else likes it and I don't like 
it, the thing for me to do is get the 
hell out." 

Will the Warner deal go through? "I 
haven't got the foggiest idea," says 
Temple. What happens to his remain- 
ing 1.5% of Time stock? "If you're 
gonna get out, you gotta sell, and I 
want out," he says. 

But don't expect to spot his tracks. 
Says he, "We're just going to stay off 
the market for a while and see what 
happens."—J.Z. 

Meyer, meet RICO 
'ever Blinder, the penny-stock 
■ swindler, may soon get the kind 

of attention accorded Wall Street gi- 
ant Drcxel Burnham Lambert & Co. 
Not that he wants it 

In a class-action securities fraud 
suit m Pennsylvania, federal judge 
Robert F Kelly ruled that the plain- 
tiffs' case against Blinder, Robinson & 
Co. had showed good cause for invok- 
ing the Racketeer Influenced & Cor- 
rupt Organizations Act, better known 
as RICO. The RICO statutes, used by 
former U.S. District Attorney Ru- 
dolph Giuliani in New York, were 
what finally forced Drexel to plead 
guilty to securities fraud and pay $650 
million in fines and penalties. 

In the Blinder, Robinson case, Judge 
Kelly also ruled that the penny-stock 
king must stop moving his personal 
assets to Hong Kong. As reported in 
IOKBES, Blinder set up a brokerage 
operation in the Crown Colony in 

Penny-stock scam artist Meyer Blinder 
Next stop New Mexico? 

1987. Since then he has shovele 
nearly $7 million of his personal fo: 
tune into Hong Kong banks. Mean 
while, Blinder's Hong Kong brokerag 
has invested a further $4.4 million i 
Hong Kong over the past year, incluc 
ing 50% stakes in a toy company an 
a rubber-glove maker. 

Why has the beleaguered Bhnde 
been moving so much money int 
Hong Kong? No one at his Colorad 
headquarters would comment t 
FORBES, but it looks as if he's gettin 
out while the getting is good. Beset b 
at least three class-action lawsuits 
negative publicity, an IRS raid on it 
files last November and multiple in 
vestigations by the SEC, "Blind 'en 
and rob 'em" lost $14.8 million la 
year. Its sales force has shriveled fror 
1,700 in 1987 to 500, and since 198 
eight states have disciplined Bhnde 
or barred the firm from the secuntie 
business. 

In spite of it all, Blinder is still at i 
here in the U.S., trying to buy Hyde 
Securities, a broker-dealer in Albu 
querque, N.M. You can't keep a slip 
pery man down.—J.Z. 

Stormy Heather 
The railroad industry lost a stub 

born advocate of deregulation las 
month when Interstate Commerc 
Commission Chairman Heathe 
Gradison, 36, abandoned her thret 
month effort to win reappointmen 
The feisty Gradison was opposed b 
several Senate Commerce Commute 
members determined to punish he 
for the ice's railroad deregulation dui 
ing her 3'/2-year tenure as chairmar 
She and the White House decided tha 
the Senate opposition to her rear 
pointment was implacable, leavin 
her no choice but to step down. 

Ironically, one of Gradison's las 
acts as commissioner dealt a heav 
blow to railroads and deregulatio 
alike. In March the ice took a crucu 
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The way most computers are used is an insult 
to their intelligence. 

Your brilliant computer may be dumber than you think. 
The sad fact is, while thousands of businesses have hooked up personal computers to mainframes, 

the majority of those computers are used as "dumb terminals," their vast potential for processing left untapped. 
At MSA, we believe personal computers were meant for a higher purpose than being dumb terminals. 

They were meant to be used as intelligent workstations—computers that not only send and receive data, but 
manipulate it at the PC level as well. 

And that's why we're proud to introduce BrightView™ applications software. 
BrightView unleashes the potential inherent in personal computers, enabling them to perform tasks 

previously restricted to the mainframe, thus allowing your staff to solve numerous problems less expensively. 
What's more, in compliance with IBM's new graphic standard known as Common User Access, 

BrightView gives screens a "friendlier," more consistent look. Which means not only is the efficiency of your 
computers heightened, but that of the people who use them. 

So whatever your software applications needs, it might be wise to call Robert  lS£EFSS  £E 
Carpenter at 404-239-2000. In fact, it's really the only intelligent thing to do. ESS ^2 TTL 

© l989ManagementSrienceAmer.cn, Inc. (MSA) 
MSA - The Software Company & 8nqh>View are trademarks of Monaqement S< ipnr» Amei 

The Software Company* 



Who Covers Business 
Insurance From A to Z? 

Zurich-American. We cover business after business. 
Inside and out. Front to back. Start to finish. In short, 
we make it our business to know yours. 

It's a special approach. One that enables us to pro- 
vide creative solutions to your insurance needs. And to 
follow through with truly helpful, dependable service. 

What's more, as part of the worldwide Zurich 
Insurance Group, with offices and experience in over 
70 countries, we have the capacity to make a world of 
difference for you at home or abroad. 

So make sure you're covered from A-Z. Just ask 
about Z-A. Zurich-American. 
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uodfin Camp 

Interstate Commerce Chairman Heather 
A scrappy fighter on the sidelines. 

Faces 
Behind the Figures 

vote on whether railroads should be 
forced to pass savings from their pro- 
ductivity gains on to customers in the 
form of lower rates. Gradison strongly 
opposed the measure. But senators 
who were blocking her reappoint- 
ment favored it. To avoid the appear- 
ance of a conflict of interest, Gradison 
stayed on the sidelines. The other 
commissioners approved the produc- 
tivity regulation by a 4-0 margin. Had 
Gradison voted and lobbied actively, 
as she did on earlier deregulation deci- 
sions, she might have turned the tide. 

The March ruling is likely to limit 
automatic rate increases and thus cut 
costs for large shippers such as coal 
companies and utilities. For the rail- 
roads, it could be crippling. Without 
prodding by regulators, productivity 
gains reduced average rail rates by 
more than 25% since 1981. Now, the 
ice's new ruling transforms the rail- 
roads' productivity gains into give- 
backs to their customers. In effect, 
cost-cutting has become an expense. 
Thus, the ruling provides a striking 
disincentive to further progress. Bur- 
lington Northern, for instance, esti- 
mates it will have to pass as much as 
$10 million in cost reductions on to 
its customers this year alone. 

"It's a heavy-handed regulation," 
laments Gradison. "Personally, I have 

great difficulties with it. I'm only one 
vote, but I resented the fact that I had 
to take myself out of it. I'm a fighter." 

Now Gradison will have to move 
on to new battles, probably in the 
private sector.—James Cook 

All that's jazz 
It's summertime, and for jazzman 

George Wein the living has never 
been easier. 

Wein, the world's leading jazz im- 

presario, is staging 24 major festivals 
this summer, and ticket sales are far 
ahead of last year's level. At 63, Wein 
can take at least partial credit for the 
explosive growth in jazz record sales 
in recent years. And explosive is the 
word. Since 1985 sales of jazz records 
have nearly doubled, to an estimated 
$250 million, or about 4% of the $6.3 
billion recording industry. 

Wein's own business is robust, too. 
His Festival Productions Inc. expects 
this year's revenues—including spon- 
sor fees, ticket sales and souvenirs— 
to jump to $35 million, almost triple 
sales of a decade ago. 

Wein, who cofounded the first 
Newport Jazz Festival in Newport, 
R.I., was a pioneer in attracting corpo- 
rate sponsors to live concerts. His 
sponsorship deals began when Schlitz 
backed the Newport Jazz Festival in 
1963. Later, rock 'n' roll promoters 
started rounding up big-name spon- 
sors too, but companies like Mellon 
Bank, audio-equipment disributor jvc 
and Philip Morris still stand by 
Wein's jazz gigs. 

Wein's demographics can't be beat, 
considering his eclectic program- 
ming. His festivals include not just 
star jazz performers like Miles Davis, 
but jazz-rock, blues and "fusion" art- 
ists. This mix appeals to wealthy 
young professionals and their fam- 
ilies, a group sponsors like. To jazz 
elitists who sneer at this broad-spec- 
trum marketing, Wein replies, "If I 
did what they wanted, I wouldn't be 
in business."—Peter D. Slatin 

Jazz impresario George Wein 
Eclectic festivals, well-heeled fans. 
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NEW 
CHALLENGES 

The Taiwan economy is facing un- 
precedented change at a time when 
nearly every other sector of society is 
grappling with question of similar 
proportions. 

In fact, after two-and-a-half decades 
during which annual GNP growth 
averaged more than 9%, Taiwan's 
largely export-oriented industries are 
faced with the neer-certainty of flatten- 
ed sales because of a rising New 
Taiwan Dollar and sharply-increased 
costs. 

At the same time, these industries are 
facing sharper demands from labor, 
and are under pressure from environ- 
mentalists whose lobby appears to be 
gaining strength every day. 

How industry will deal with these 
new challenges will largely determine 
the direction of Taiwan's economy, cer- 
tainly in the near term, and more than 
likely over the long haul, because the 
export- oriented private sector has tradi- 
tionally accounted for roughly half of 
the island's GNP 

IMPRESSIVE 
GNP GROWTH 
PROJECTION 

Mostly because of the impact on ex- 
ports, Taiwan's economic planners are 
projecting a "mere" seven-percent 
growth in GNP this year - enviable by 
the standards of most developed na- 
tions but less than what this island na- 
tion has grown accustomed to over the 
last decade. 

At the same time, industry is facing 
the daunting task of changing its struc- 
ture away from traditional labor-inten- 
sive areas arid into more technology- 
and capital-intensive operations. 
Although the nation has already made 

TAIWAN 
REPUBLIC OF CHINA 

considerable progress toward this goal 
- Taiwan now ranks as the world's 
sixth-largest manufacturer of informa- 
tion products, and now supplies one- 
quarter of the IBM-type personal com- 
puters sold worldwide - companies 
actively upgrading their operations 
represent only a small minority of the 
nation's business. 

SHARP REDUCTION 
OF SURPLUS WITH 
THE US. 

Taiwan last year managed to 
decrease that surplus by 35%,from 
1987's US$16 billion to $10.9 billion, 
the surplus dropped by an impressive 
14%, and the share of exports bought 
by the U.S. dropped from 46 to 38 
percent. 

Taiwan has over the past two years 
cut tariffs by an average of 50% on 
more than 4,800 products, and by the 
middle of this year another 400 pro- 
ducts will be added to the list. It has 
removed a number of barriers to the im- 
portation of other goods, and has revis- 
ed rules to allow participation by 
American firms in the local service in- 
dustry. But this show of goodwill has 
so far not stopped American calls for 
appreciation of Taiwan's currency. 

NT$ RISE HITS 
TAIWAN EXPORTERS 
BUT SPURS IMPORTS 

In fact, in -three years the New 
Taiwan dollar has risen by 50% from 
the 40-to-one level of late 1985 to near- 

QfMPtiM. 

ly 25 to one today. Although market 
forces played a large part in this rise, 
pressure from the U.S. was the decisive 
factor - and has caused considerable 
resentment, especially among smaller 
Taiwan firms that are ill-equipped to 
cope with the stronger currency and the 
lessened competitiveness it has brought 
to exports. 

BITTER MEDICINE 
BITTER CURE 

That's the downside of the equation. 
But there are serious plusses, too, that 
indicate that this "period of transition", 
as government planners are fond of 
terming it, will leave Taiwan's economy 
- and indeed, the entire society - in a 
far healthier condition than before. 

I 
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MADE-IN-USA 
IMPORTS UP 

The American Trade Center in Taipei, 
for instance, estimates that during 
1988 Taiwan's purchases of American 
appliances such as refrigerators and 
televisions increased by as much as 40 
percent over the previous year, when 
imports amounted to $263 million. The 
American Institute in-Taiwan, the un- 
official U.S. "embassy" here, is projec- 
ting 1989 sales of home appliances of 

-as much as $600 million. 
Furthermore, designer-label shoe- 

makers such as Reebok of the US. and 
Travel Fox of Italy have caused a small 
rage among Taiwan's consumers with 
their snappy advertising campaigns and 
their appeal to the rising affluence of 
Taiwan's young people. Local repre- 
sentatives of these two brands alone 
estimate domestic sales of as much as 
$25 million this year. 

"American companies that have 
taken the trouble to come to this market 
in a serious way and promote their pro- 
ducts.have generally done well here," 
an American businessman said recent- 
ly. "The problems crop up when 
American companies either don't do 
enough promotion or aren't prepared to 
follow up on their sales with servicing 
and support." 

As a result of the increased imports, 
which grew by more than 90% last 
year, along with the island nation's still- 
strong exports, Taiwan during 1988 
became the U.S.'s fifth-largest trading 
partner. Moreover, while American in- 
vestment in Taiwan, which has 
amounted to $2.6 billion over the past 
36 years, dropped by 67%, Taiwan's 
investment in the US grew by 76%. 

Take, for instance, another bit of fall- 
)ut from the rising currency. Many local 
irms, faced with far sharper competi- 
ion on the export side, and noting the 
greater affluence of Taiwan's citizens 
ifter years of fat export surpluses, have 
e-structured their operations to give far 
nore attention to importing than ex- 
)orting. 

Imports last year rose by 42%, or 
14.7 billion, to $49.7 billion. 
Taiwan companies that have the 

oresight to get in on the ground floor 
ire now - along with American sup- 
iliers of such goods - reaping the 
ienefits. Again, it's a case of turning 
dversity into profit: while the stronger 
'aiwan dollar has made exports less 
ompetitive, it has made imports from 
he U.S.that much cheaper for Taiwan's 
onsumers. 
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NEW 
ACHIEVEMENTS 
INVESTMENT 
FLOWING TO THE US. 

Much of that investment has flowed 
into high-tech projects. Taiwan's invest- 
ment commission says, for instance, 
that of the 42 investments it approved 
in the U.S. last year, 29 are in the high- 
tech fields - mostly electronics. As a 
result,Taiwanese firms now own signifi- 
cant portions - if they do not have 
outright control - of such ventures as 
Acer, and SunnyTech. 

The most notable new U.S. investment 
project by Taiwan to date,though, is an 
ambitious US$ 1.3 billion venture by 
the Formosa Plastics Group,Taiwan's 
largest conglomerate, to set up a 
multiplant facility including a natural- 
gas cracker, in the southern Texas town 
of Point Comfort. 

Originally designed to fill gaps in 
Formosa Plastics'total-system approach 
to PVC manufacturing, the Texas plant 
will support around 10,000 jobs for 
Texas workers, and will deliver feed- 
stocks of various raw materials, includ- 
ing polypropylene and polyethylene, to 
other PVC processing plants Formosa 

If you would like to know. 
more about Today's TAIWAN, 

Please contact: 
Information Division 

Coordination Council for 
North American Affairs 

Office in New York 
159 Lexington Avenue 

New York, NY 10157-0244 
Tel: (212)725-4950 

TAIWAN 
REPUBLIC OF CHINA 

Plastics already operates around the 
U.S.. In addition, 70% of the facility's 
capacity will be channeled into the 
general U.S. market for sale to other 
fabricators. Texas Governor Bill 
Clements earlier called the project the 
single largest petrochemical investment 
in the state. 

OFFICIAL 
PURCHASES TO RISE 

Then there are the official purchases 
from the US, which register far more 
strongly in the American mind than the 
often-unnoticed private purchases of 
property and consumer goods. 

Taiwan has altogether sent 14 official 
"Buy American" missions to the U.S. 
over the past decade, and has purchas- 
ed $11 billion "worth of American 
goods. 

Besides, Taiwan has made the very 
real effort over the years to procure its 
major capital goods and technology, 
whenever possible, from American sup- 
pliers. The government, for instance 
now offers financial aid to US. firms 
seeking to sell their products in Taiwan, 
and the Taipei Trade Center provides 
offices free of charge to 16 states trade 
offices which maintain representatives 
here. 

That attitude should boost the 
chances of American suppliers for con- 
tracts on 14 major infrastructural pro- 
jects budgeted at $32.5 billion that are 
scheduled for completion over the next 

10 years. These include a radic 
upgrading of the nation's telecor 
munications system, expansion 
railways and harbors, highway co 
struction and energy projects, and w 
provide foreign suppliers with hundrec 
of millions of dollars worth of salt 
opportunities. 

OPPORTUNITIES FOl 
US. FIRMS 

In the short term, the American It 
stitute in Taiwan has noted other pre 
jects - or components of the 14 - c 
which US. suppliers of equipmen 
technology and services are likely to t 
extremely competitive 
These include: 
- $12 million in equipment purchase 

for air- and water-pollution contro 
and waste disposal, beginning th 
year. 

- a 20% annual growth in sales of U 
computer products, reaching $1. 
billion in 1991. 

-a $16 million contract for an autc 
mated fingerprint identificatio 
system, and a $50 million polid 
command, control, communicatior 
and information system for the Nc 
tional Police Administration. 

- $65 million in hardware for an islam 
wide computerized residence-info 
mation system. 

- an estimated $8 billion market fc 
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computerized process-control by 
1992, and a $508 million industrial 
process-control market by 1990. 

■- more than $1.2 billion in equipment 
for telecommunications upgrading 
over the next three years. 

- $50 million in foreign purchases for 
the Taipei Mass Transit System. 

- a 25- to 30-percent annual increase 
through 1992 in purchases of labora- 
tory and scientific instruments from 
last year's level of $532 million, and 
$142 million in purchases of medical 
equipment this year. 

- $750 million on equipment for 
power-development projects over the 
next eight years, and another $200 
million worth of procurement this 
year for a petrochemical complex. 

"SPECIAL 
XATIONSHIP" 

More than economic considerations 
Innay boost American chances of landing 
| many of these contracts. Many Taiwan 
.'esidents, including several top govern- 
ment officials, have lived in the U.S.and 
thus have an  understanding  of the 
culture. President Lee Teng-hui,, for in- 
stance,   earned   his   doctorate   in 
agricultural   economics   at   Cornell 
Jniversity; no fewer than 13 members 
Df the present cabinet, including four 
ninisters, are US-educated. 

On a lesser scale, about 2,000 peo- 

ple in various disciplines return from the 
U.S.each year,, and many later become 
prominent in the business, social, and 
academic fields here. And, as officials 
are fond of pointing out, Dr. Sun Yat- 
sen, considered the founding father of 
the Republic of China, drew much of his 
inspiration for his "Three Principles of 
the People" from Abraham Lincoln's 
reference in the Gettysburg Address to 
government "of the people, for the 
people, and by the people..." 

That is not to say that everything 
will be rosy between the US. and 
Taiwan. Despite the recent reductions, 
Taiwan's trade surplus with the U.S.still 
remains a nagging problem - and one 
that will not disappear overnight. 

Taiwan has begun taking steps, 
however, to lessen its dependence on 

the US. as a market. Already, the 
island's traders are beginning to make 
significant inroads into Europe which 
should help ease the surplus with the 
US.as imports from the U.S. increase. 

FOREIGN SHARE OF 
SERVICES RISES 

Liberalizations in the financial sector 
have also helped foreign banks and 
other financial institutions to participate 
further in Taiwan's economic growth. 
In 1986, for instance, the government 
removed restrictions which had pre- 
viously allowed foreign banks to 
operate only one branch in Taiwan. 
Already, Citibank, Holland-sche Bank 
Unie, Rainier Bank, and American Ex- 
press have opened second branches in 
the bustling southern port city of Kaoh- 
siung - center for much of the island's 
heavy industry and manufacturing. 

Foreign banks may now also do busi- 
ness with companies inside the export- 
processing zones - a lucrative source of 
income that just a few years ago was 
reserved for the local banks. 

TAIWAN 
DEVELOPMENT FUND 
FOR THE REGION 

Not to be outdone, the government has 
set up a $1 billion fund that will be used 
to provide soft loans to developing nations 
around the world - much as Taiwan itself 
was helped by developed nations three 
decades ago. 

The fund,established by the economics 
ministry, will provide up to $200 million 
a year over five years to developing na- 
tions through direct and indirect loans, in- 
vestments, guarantees of investments and 
loans and technical assistance. In addition 
to "paying back what was given to us," 
as one official put it, the fund will help pro- 
mote awareness of Taiwan and its 
achievements around the world - and in 
the process help reduce the country's $76 
billion in foreign exchange reserves. 

The focus of the fund,   will be flexible: 
It be used to help developing nations 

with infrastructural projects, assist Taiwan 
companies in investing overseas, fund 
technical cooperation, or enhance trade 
relations. But official stressed the fund 
does not amount to a "political donation." 
Said one, "The Ministry of Economic 
Affairs will oversee the fund, and any 
demands to provide funding to any na- 
tion for political purposes will not be 
met."    

Written By: Bob King 
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THE BIG PICTURE 
178 The Intelligent Investor 
By William Baldwin 
If you can't beat the market, you can 
at least beat the broker, the middle- 
man and the tax collector. 

180 The Case For Bonds 
By Burton (, Malkiel 
The fact that bonds did so poorly over 
the past half-century is no reason not 
to buy them now. 

186 Seven Pillars Of Wisdom 
By Joe Queenan 
Amid the mass of popular investment 
books are a few classics. 

INTERNATIONAL INVESTING 
194 Finding The Next Korea 
By Marcia Berss 
It could be Indonesia or Thailand. 

198 Thinking Small In Tokyo 
By Richard Pbalon 
Some of the smaller Japanese stocks 
have reasonable price/earnings ratios. 

201  Foreign Affairs 
By Ronit Addis 
How  to build  a diversified 
portfolio at a discount. 

206 The Names Of Zurich 
By John Marcom Jr. 
Swiss stocks have taken a hammering 
of late, and so has the Swiss franc. 
That may be a buy sign. 

MONEY MANAGERS 
210 Invest Like A Millionaire 
By Kurt Brouwer 
Did you miss Magellan and Windsor? 
Here are six fund managers that could 
be the stars of the 1990s. 

214 Searching For Small Gems 
By Ruth Simon 
With small stocks out of favor, T. 
Rowe Price's Debra Diamond is find- 
ing some good buys. 

foreign 

214 Small cap fan Diamond 

216 Whiplash? 
By Mark Hulbert 
What strategies performed the best in 
the giant whipsaw of 1986-89? 

221 The Thin File Strategy 
By Richard Pbalon 
Here's a contrarian strategy:  When 
the press notices your company, sell. 

222 Hand-Holding Funds 
B)'Jonathan Clements 
if you want some help selecting a 
fund, yet you don't want to pay a sales 
load, look at the Boston Co. 

BROKERS 
226 Beware The Big Producer 
By Gretcben Morgenson 
Just because your broker's a big suc- 
cess doesn't mean he'll make you one. 

228 Brokers In The Boondocks 
By Matthew Schifrin 
Some of the best analysts are off Wall 
Street. Here, some of their stocks. 

232 The Wide Spread Phenomenon 
By Richard I  Stem 
Don't swallow the line that the over- 
the-counter market is as fair to the 
average investor as the exchanges. 

236 The Joys Of Haggling 
By I-(heard Ci/tenan 
Brokers are hungry. So don't be shy 
about putting your demands on the 
bargaining table. 
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in 138 Estate Tax Strategy 
\3y Laura Saunders 
i your will is more than a couple 
/ears old, first review this primer, 
:hen visit your lawyer. 

;i 

142 When Is A Loss A Loss? 
3y Laura Saunders 
\fter the 1986 tax "simplification," 
:he rules on tax losses got incredibly 
;omplex. This is a primer. 

BONDS 
144 Picking Through The Junkpile 
iyjohn Heins 
The best junk-bond buyer is a well- 
:ducated junk-bond buyer. 

146 Fixed Income With A Hedge 
3y Ronit Addis j 
ion can get bonds linked to copper 
jrices and CDs linked to the S&P. 

252 Discount Hunter 
By David Churbuck 
One   amateur's   experience   with   a 
closed-end fund  strategy  that uses 
real-time stock quotes. 

254 Personal Newsletter 
By Palrice Duggan 
A customized periodical that tracks 
your particular portfolio. 

"SURE THINGS" 
256 When It Sounds Too Good 

To Be True 
By Gary Slutsker 
A friend calls up with a surefire way 
to make 22%. Sounds good, but how 
do you check out the operators? 

ZOMPUTERIZED INVESTING 
148 Calculated Risk 
3y Jonathan Clements 
\ first course in computer stock pick- 
ng, from the folks at Colonial. 

150 The Computer Option 
ly Bran Sturza 

you want to play with options, 
:ome properly equipped for the sport. 

260 The 20% "Guarantee" 
By foe Queenan 
Investment guru Chuck Givens just 
got bounced from the top of the best- 
seller list by actress Shirley Mac- 
Laine. Why? She knows more about 
money. 

SPECIAL SITUATIONS 
262 Playing The Horses 
By Keny Hannon 
You're better off at the betting win- 
dow than in the paddock. 

264 Hidden Funds 
By Jonathan Clements 
Sometimes you can find a real bargain 
among the hidden investment compa- 
nies. Here are a few. 

266 Initial Public Offerings 
By Charles M Bartlett Jr. 
In general, they stink. Here's how to 
avoid the worst of them. 

268 The Tree Option 
By John R Hayes 
Timber  is   a   pretty  good   inflation 
hedge, if you buy it right. 
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270 Outdoor Sculpture 
By Christie Broioi 
Few folks have space to collect large, 
modern sculpture. Which suits Ray- 
mond Nasher just fine. 
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The Big Picture 

The intelligent 
investor 

By William Baldwin 

CAN YOU BEAT the market? 
The first essay in this mon- 
ey guide, on page 180, is by 
a man who acquired a repu- 
tation for saying that, by 

and large, you can't. Burton G. Mal- 
kiel's.4 Random Walk Down Wall Street, 
which first appeared in 1973, took its 
name from the academic party line 
about investing. Academics have said 
for years that stock prices move in an 
unpredictable random walk. 

In its most radical form, the random 
walk theory says that investors act 
rationally at all times and that there is 
nothing the intelligent investor can 
do to improve his chances. Professor 
Malkiel, academic though he is, 
stopped short of this extreme version 
of the random walk dogma. After all, 
he did write the book on investing, 
which would be a futile gesture if 
everything on Wall Street were a roll 
of the dice. But he accepted the basic 
tenet, which is that most of the peo- 
ple who beat the market are just 
lucky. A lot of other smart people 
accept it, too. The concept is embed- 
ded in the ancient joke: "But where 
are the customers' yachts'" 

The editors of this magazine have 
never found the random walk theory 

lasive. We know lots of investors 
who own yachts. We see plenty oi 
evidence   that   some   investors—in- 

17K 

eluding some of the biggest institu- 
tions—act irrationally and evidence 
that smart investors can avoid, or 
even profit from, that irrationality. 
Buyers of stock at initial public offer- 
ings are, as a group, acting irrational- 
ly—as the article on page 266 will 
show you. Who benefits from their 
irrationality? The underwriters and 
the people who are selling the stock. 

Most people who invest in equity 
mutual funds act irrationally, too. 
Net sales of equity funds were posi- 
tive in the summer of 1987, before the 
crash, negative for the 12-month peri- 
od after the crash; and positive in re- 
cent months, with the market ap- 
proaching its precrash high. In short, 
this segment of the public is buying at 
high prices, selling at low prices, and 
buying again at high prices. This is 
not rational. This is dumb. 

We turned up some compelling evi- 
dence for our point of view that the 
market is not priced rationally. It ap- 
pears in a book published in 1980, The 
inflation Heaters Investment Guide The 
author notes that stocks had per- 
formed miserably over the previous 
11 years, that a weekly business mag- 
azine had recently proclaimed in a 
cover story "The death of equities," 
and that smart investors could ignore 
all that and look forward to a 15% 
annual return on stocks in the 1980s. 

The prediction is on the nose. Any- 
one who followed the author's advice 
profited handsomely. With the decade 
almost out, stocks have averaged a 

16% annual return since Jan. 1, 1980. 
Who wrote that prescient book? 

Burton Malkiel, the random walk 
guru. Luck? Partly, but not dumb 
luck. He made the intelligent obser- 
vation that it is precisely when Wall 
Street is thoroughly disillusioned 
with a style of investing that you 
should consider it. 

"I have never claimed I was a 100% 
random walker," Malkiel says. "I am 
a random walker with a crutch." He is 
skeptical of individual investors who 
try to beat the stock market average 
by trading. But that view, he points 
out, is not inconsistent with the no- 
tion that individual investors should 
think about whether they want to be 
in stocks at all. 

So, what does Malkiel—Malkiel the 
prophet, not Malkiel the random 
walker—like now? 

Bonds. 
In the article that follows this one 

he makes the case for bonds as the 
investment of the 1990s. Just as 
stocks were a decade ago, bonds are 
cheap now because investors are disil- 
lusioned with them. Investors, he 
says, are prone to invest with a rear- 
view mirror. 

Note what Malkiel is not saying. 
He is not predicting next year's bond 
prices. He is not predicting another 
crash. In answer to the question posed 
on the cover of this magazine, Are 
stocks getting into dangerous territo- 
ry? he is saying: Bonds have moved 
into much less dangerous territory. 
They offer future returns almost as 
good as from stocks, at considerably 
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$ risk. How much of your portfolio 
ould be in bonds? There is no single 
swer. But you should have more of 
ur portfolio in bonds than you had 
e or ten years ago. 
In this spirit, we borrow for this 
:icle the title "The intelligent in- 
stor" from that master of investing, 
njamin Graham. By this he does not 
;an a clairvoyant investor. You can 
intelligent about your investing 

thout being able to call market 
ms. Leaning toward the types of 
vestments that others are deserting 
one way of investing intelligently. 
you responded to the 1987 crash by 
ying stocks rather than selling, 
en you are on the right track. None 
this is predicated on your ability to 
*ecast a crash, which very few in- 
stors can do. 
Do you despair of being able to con- 
■tently pick stocks that will beat the 
)ck market average? Then be a ran- 
m walker, but do not despair of 
ing an intelligent investor. There is 
are to it than beating the market. 
lat's what we think Malkiel ad vo- 
tes and why we picked his article to 
id this issue. 
You can beat high transaction costs. 
»e article on page 232 discloses the 
;h costs of getting in and out of 
en the most liquid over-the-counter 
)cks, and of ways to combat those 
sts. The next piece, on page 236, 
Is you how to haggle with your 
)ker. The article on page 226 tells 
u how to avoid hyperactive brokers 
10 chum. 
You can beat the middleman. Don't 
y a timber limited partnership as an 
flation hedge. We don't say that be- 
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cause we can predict prices of lumber 
futures, but because there are other 
ways to buy timber more efficiently; 
read the story on page 268. If you want 
professional management of your as- 
sets—and this is perfectly rational, if 
your time is valuable—then see how 
to get it at the lowest possible cost in 
the article on page 222. 

You can beat the tax collector. Our tax 
editor talks about estate tax strategies 
and tax writeoffs in a section begin- 
ning on page 238. 

Two habits will characterize you if 
you are an intelligent investor. One is 
diversification, since concentrated 
portfolios have risks for which the 
owner is not rewarded. For today's 
investor this means a modest expo- 
sure to foreign securities. Read the 
article on page 201 to see one way of 
accomplishing this cheaply. 

The other is education. We don't 
recommend options for the majority 
of investors, but if you decide you 
want to play this game, you must be 
as well equipped as the investors you 
will be trading against ("The comput- 
er option," page 250). In the section 
on computerized investing, there is 
more on how to use machines to keep 
the playing field level between you 
and Wall Street's professionals. 

If you find yourself at the other end 
of the spectrum—preferring packaged 
products like mutual funds to individ- 
ual securities—then you must edu- 
cate yourself about funds. Read the 
article on page 210. Your money is at 
stake. If you are an investor, an intel- 
ligent investor, that is, you cannot 
abdicate responsibility for it even if 
you buy mutual funds. 

A lazy investor cannot be an intelli- 
gent investor. ■ Palnctt McDonnell 
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The Big Picture 
Dont invest with a rearview mirror. The 
fact that bonds did so poorly over the past 
half-century is no reason to expect them to 
do poorly in the future. 

The case for 
bonds 

By Burton G. Halkiel 

BONDS ARE THE Rodney Danger- 
field of financial investments. 
They don't get much respect. 

They were defined in an early 1980s 
parody of the Wall Street Journal as 
"fixed-rate instruments designed to 
fall in price." Even though bonds have 
produced acceptable—some may dare 
to say attractive—returns in recent 
years, most investors still remain 
skeptical. They remember how badly 
bonds did in the 1960s and 1970s, 
when they were actually earning neg- 
ative returns. 

The arguments against bonds are 
easy to make. Over the long pull their 
total return (interest payments plus 
capital gains and losses) has been far 
inferior to that of common stocks. 
Over the past 60 years, stocks have 
returned a compound annual 10%, 
about 7 percentage points better than 
the average rate of inflation over the 
period. On the other hand, high-grade 
corporate bonds—even with their bet- 
ter performance in the Eighties—have 
eked out a rate of return of only about 
5%. In inflation-adjusted terms, 
bonds yielded 2%, versus 7% for 
stocks; thus stocks did 3l/a times as 
well as bonds. 

I can recall overhearing a conversa- 
tion in a brokerage office during the 
early Eighties. A broker was trying to 
convince a widow with large income 
needs that a high-quality bond with 
i generous double-digit interest cou- 
pon was appropriate for her circum- 
stances. "I don't want to buy bonds," 
she said. "Every time I buy a bond I 

The author is (hemi. al Hank ( bairman's Prqfessa 
'>t Economics at Princeton t'iwe>\n\ His Random 
Walk Down Wall Street is;;/ its fourth edition 
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lose money." She probably did: Infla- 
tion—more precisely, unexpected in- 
flation—over much of the last half- 
century put bonds in a vicious bear 
market lasting almost continuously 
from the early 1950s through the ear- 
ly 1980s. Bond investors who lived 
through that period cannot forget it. 

And even if they did manage to for- 
get it, they would not forget that the 
bond market is no longer a placid 
backwater but a place of turbulence. 
The volatility of bond prices has in 
certain recent periods been as great as 
the volatility of stock prices. We have 
seen even safe Treasury bonds fall 2 
and 3 points a day (that is, lose about 
2% or 3% of their market value). 
There is no denying that bonds are 
riskier than they used to be. 

Nevertheless, I believe the case to- 
K<irKk Mtlk.nm'll 

day for bonds is extraordinarily pe 
suasive. Why? Because bonds a 
priced more attractively than the 
were in the past. Let me explain. 

If investors had known 30 years ag 
that inflation would become a majc 
problem—if they had correctly fori 
cast that the general economy, infl; 
tion rates, exchange rates and then 
fore interest rates, would become ii 
creasingly volatile—bonds would nc 
have been priced to give such inad< 
quate total returns. But rememb* 
that our smartest economists wei 
claiming in the early 1960s that infl, 
tion (then at 1%) was dead and th; 
even minor fluctuations in economi 
activity could be "fine-tuned" awa 
Economists and investors were egri 
giously wrong. But they are not hkel 
to be wrong forever. 

The point is that you shouldn't ir 
vest with a rearview mirror. What ws 
a poor investment over the past 6 
years will not necessarily be one ov< 
the next 60. 

Investors learn, and new inform; 
tion about inflation and volatiht 
does get incorporated into mark< 
prices. Bonds today reflect the poort 
inflation outlook and the greater ir 
stability of bond prices. Indeed, as 
will argue below, bond prices toda 
may even have overdiscounted th 
now-greater risks of bond mvestmen 
The issue is not how poorly bond ul 
vestors fared in the 1950s, 1960s an 
1970s. The issue is, Will bonds pre 
duce a generous return in the future? 
believe the answer is yes. 

The case for bonds is a simple one 
Bond yields are unusually generous i 
historical context, in companso 
with inflation, and in relation to tb 
returns available today from commo 
stocks. 

In the old days—before serious ir 
flation—corporate bond buyers coul 
expect nominal yields of 5% or less 
Today, investors in high-quality coi 
porates can receive almost doubh 
digit yields. Very safe utility bond 
(such as those of the regional Bell op 
erating companies, the baby Bell 
yield nearly 10%. They are reasonabl 
free of "event risk"—the risk of a 1< 
veraged takeover of the company 
which could impair the quality c 
presently outstanding bonds. That i 
■)/e/(/ here means yield in maturity For a /ton 

trading at 100, or 700 cents per dollar of par talu 
that yield to maturity is the same as the coups 
interest rate lor a Imiid trading abate or helou 10 
Yield to matnnn is somen hat more complicated 
since it figures in both the coupons and the capiti 
gain or toss expected at maturity 
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10%, total return being the sum of 
dividends and capital appreciation. 
Today, the best Wall Street estimates 
of future dividend and earnings 
growth, the raw materials needed to 
produce a growth in capital values, are 
in the vicinity of 6% to 7%. Adding 
the growth component to the current 
dividend yield of the market, now less 
than 4%, produces a forward-looking 
return from stocks in the 10% to 
10'/2% range. 

Thus, at today's market values, 
very high quality bonds are priced to 
yield almost as much as common 
stocks. Remember that historically 
stocks have delivered five percentage 
points more total return than bonds. 
So bonds now provide some of the 
best relative values ever. To be sure, 
bonds are now rationally considered 
more volatile and riskier than they 
once were, and they should give re- 
turns that are appropriately higher. 
But stocks are still far more risky than 
bonds, and it is possible that panic- 
depressive bond investors have over- 
discounted the risks. 

In summary, bonds deserve a place 
in everyone's portfolio. They are par- 
ticularly appropriate for IRAS, thrift 
plans and other tax-protected retire- 
ment plans, where interest can com- 
pound free of tax. 

Now, what of that great risk with 
any bond, even the "safest"? I mean 
inflation. In the early 1960s good- 
quality 20-year bonds yielded about 
6%, a rate that seemed reasonable in 
the stable-price environment in 
which the bonds were issued, but 
which proved barely able to keep up 
with the 5% average inflation over 
the life of the bonds. That is, original 
buyers earned only a negligible real 
return. Similarly, over the past 60 
years, the real rate of return earned by 
bondholders has been only about 2%. 
But bond investors are not so dense as 
to go on repeating this sorry experi- 
ence. Realistic inflation expecta- 
tions are now fully (perhaps even 
overfully) incorporated into bond 
prices. With a current inflation 
rate of 5% (12 months through 
April), bonds are priced to provide 
quite adequate—indeed, unusually 
generous—inflation protection. 

Even if the inflation rate averages 
5% per year over the life of your long- 
term bond, your real return will aver- 
age not quite 5% (not quite 10% nom- 
inal yield minus 5% inflation), a rate 
far greater than investors' past experi- 
nce. The rearview mirror does not 

present an accurate picture of what 
lies ahead. 

But what if the rate of inflation is 
about to accelerate to the double-digit 
level, as it did briefly in the early 
1980s? This would make my invest- 
ment recommendation wrong, since 
yields would rise and bond prices 
would fall to reflect the higher infla- 
tion rate. So the. critical final question 
I must address is, Will the inflation 
rate remain at a restrained level? 

The inflation news of early 1989 is 
far from reassuring, but I would sug- 
gest that there are several reasons for 
optimism. The most favorable part of 
the picture concerns the behavior of 
wage settlements. Even after a recent 
upturn, average hourly earnings are 
rising at less than a 5% rate. I realize 
that many analysts believe that our 
recent period of wage restraint is just 
about over and that a significant ac- 
celeration of wage settlements to the 
6% to 6Vi% level or higher is likely. 
But even if this were true, the tighten- 
ing of controls throughout American 
industry and the increasing experi- 
ence of our labor force augur well for a 
better productivity performance into 
the 1990s. Thus, unit labor costs—the 
payroll built into each automobile or 
hamburger—should not increase by 
more than 5% annually into the 
1990s and may do even better. 

Over the longer term, there are also 
reasons to be sanguine. I think we 
have learned throughout the Western 

Pairick McDonnell 
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World that our economies do not 
work well with high and variable 
rates of inflation, and there is now a 
willingness to accept far harsher cen- 
tral bank and fiscal policies than were 
previously thought politically feasi- 
ble. World unemployment is now 
higher and expected to stay higher 
than at similar points of any postwar 
economic cycle. In addition, the high 
debt levels of the Third World should 
restrain demand from this part of the 
world economy. It seems likely that 
the world economy will not be char- 
acterized by excess demand over the 
next several years. 

U.S. labor recognizes now that our 
economy is sufficiently open to world 
trade to put us in a global market. 
Moderation in industrial wage de- 
mands and acceptance of changes in 
work rules are essential if we are to 
keep from becoming a service econo- 
my. An industry-by-industry analysis 
suggests that heightened competitive 
pressures, both domestic and foreign 
(including substantially increased 
competition from developing coun- 
tries such as Taiwan and South Ko- 
rea), have significantly changed the 
wage-setting process. Moreover, the 
deregulation of such industries as air- 
lines, trucking and telephone service 
has triggered increased wage competi- 
tion in many service industries as 
well. While no one can tell if we will 
succeed, there are certainly reasons 
for optimism that inflation will re- 
main subdued. 

There is, however, one disturbing 
part of the picture that has not yet 
fallen into place and is, I believe, the 
reason bond investors can get such 
generous yields. The federal budget 
deficit is still too large. More disturb- 
ing is the fact that even if we continue 
to enjoy a good recovery, the deficit 
will not shrink away. Thus far, credi- 
ble action to restrain the deficit has 
not been undertaken, and over the 

short run rates could increase. 
But let's assume the worst as far 

as the budget deficit is concerned: 
that the Bush Administration and 
Congress make less progress than 
they should. Even then, I still be- 
lieve that bonds will provide rea- 
sonably generous real rates of re- 

turn over the next decade—and with 
somewhat less risk than for roughly 
similar returns in stocks. And in the 
happy event that the rate of inflation 
could  be  brought  down—and  kept 
down—then bonds might even do bet- 
ter than stocks. ■ 
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The Big Picture 

Dont invest with a rearview miiror. The 
fact that bonds did so poorly over the past 
half-century) is no reason to expect them to 
do poorly in the future. 

The case for 
bonds 

By Barton G. Malkiel 

BONDS ARE THE Rodney Danger- 
field of financial investments. 
They don't get much respect. 

They were defined in an early 1980s 
parody of the Wall Street Journal as 
"fixed-rate instruments designed to 
fall in price." Even though bonds have 
produced acceptable—some may dare 
to say attractive—returns in recent 
years, most investors still remain 
skeptical. They remember how badly 
bonds did in the 1960s and 1970s, 
when they were actually earning neg- 
ative returns. 

The arguments against bonds are 
easy to make. Over the long pull their 
total return (interest payments plus 
capital gains and losses) has been far 
inferior to that of common stocks. 
Over the past 60 years, stocks have 
returned a compound annual 10%, 
about 7 percentage points better than 
the average rate of inflation over the 
period. On the other hand, high-grade 
corporate bonds—even with their bet- 
ter performance in the Eighties—have 
eked out a rate of return of only about 
5%. In inflation-adjusted terms, 
bonds yielded 2%, versus 7% for 
stocks; thus stocks did 3>Vi times as 
well as bonds. 

I can recall overhearing a conversa- 
tion in a brokerage office during the 
early Eighties. A broker was trying to 
convince a widow with large income 
needs that a high-quality bond with 
a generous double-digit interest cou- 
pon was appropriate for her circum- 
stances. "I don't want to buy bonds," 
she said. "Every time I buy a bond I 

The author Is Chemical Hank Chairman's Prqfessoi 
of Economics at Princeton University His Random 
Walk Down Wall Street is in Us fourth edition 
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lose money." She probably did: Infla- 
tion—more precisely, unexpected in- 
flation—over much of the last half- 
century put bonds in a vicious bear 
market lasting almost continuously 
from the early 1950s through the ear- 
ly 1980s. Bond investors who lived 
through that period cannot forget it. 

And even if they did manage to for- 
get it, they would not forget that the 
bond market is no longer a placid 
backwater but a place of turbulence. 
The volatility of bond prices has in 
certain recent periods been as great as 
the volatility of stock prices. We have 
seen even safe Treasury bonds fall 2 
and 3 points a day (that is, lose about 
2% or 3% of their market value). 
There is no denying that bonds are 
riskier than they used to be. 

Nevertheless, I believe the case to- 
Patricfc \ul>inm-ll 

day for bonds is extraordinarily per- 
suasive. Why? Because bonds are 
priced more attractively than they 
were in the past. Let me explain. 

If investors had known 30 years ago 
that inflation would become a major 
problem—if they had correctly fore- 
cast that the general economy, infla- 
tion rates, exchange rates and there- 
fore interest rates, would become in- 
creasingly volatile—bonds would not 
have been priced to give such inade- 
quate total returns. But remember 
that our smartest economists were 
claiming in the early 1960s that infla- 
tion (then at 1%) was dead and that 
even minor fluctuations in economic 
activity could be "fine-tuned" away. 
Economists and investors were egre- 
giously wrong. But they are not likely 
to be wrong forever. 

The point is that you shouldn't in- 
vest with a rearview mirror. What was 
a poor investment over the past 60 
years will not necessarily be one over 
the next 60. 

Investors learn, and new informa- 
tion about inflation and volatility 
does get incorporated into market 
prices. Bonds today reflect the poorer 
inflation outlook and the greater in- 
stability of bond prices. Indeed, as I 
will argue below, bond prices today 
may even have overdiscounted the 
now-greater risks of bond investment. 
The issue is not how poorly bond in- 
vestors fared in the 1950s, 1960s and 
1970s. The issue is, Will bonds pro- 
duce a generous return in the future? I 
believe the answer is yes. 

The case for bonds is a simple one: 
Bond yields are unusually generous in 
historical context, in comparison 
with inflation, and in relation to the 
returns available today from common 
stocks. 

In the old days—before serious in- 
flation—corporate bond buyers could 
expect nominal yields of 5% or less.* 
Today, investors in high-quality cor- 
porates can receive almost double- 
digit yields. Very safe utility bonds 
(such as those of the regional Bell op- 
erating companies, the baby Bells) 
yield nearly 10%. They are reasonably 
free of "event risk"—the risk of a le- 
veraged takeover of the company, 
which could impair the quality of 
presently outstanding bonds. That is 
'Yield, here, means yield to maturity For a Ixmi 

trading at 100, or 100 cents per dollar of par value, 
that yield to maturity is the same as the coupon 
interest rare lor a Ixmd trading aboee or Mou 100, 
yield to matunn is someuhal more complicated, 
snue it figures in both the coupons and the capital 
liatn or loss expected at maturity 
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The Big Picture 
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because there are regulatory hur- 
dles to a hostile takeover of a utili- 
ty. Thus, the credit risk is low, the 
event risk is low and the inflation 
risk, while considerable, is amply 
offset by a rich yield. 

There is one additional risk with 
many bonds, and that is call risk. 
This is the risk that the bond will 
be called in prematurely if interest 

rates decline, forcing the investor 
to redeploy the principal at lower 
interest rates. There arc various 
ways to counteract this hazard. 
One is to buy bonds with relatively 
low coupons so that they sell at 
discounts from par value. If a low- 
coupon bond is trading at 90 cents 
on the dollar, the issuer will have 
little incentive to retire the debt 

prematurely at 100 cents on the 
dollar. This approach works not 
only with corporate bonds but also 
with mortgage securities, such as 
those of the Government National 
Mortgage Association (where the 
"caller" is ultimately a homeowner 
refinancing his mortgage). 

Another call-proof strategy is to 
buy bonds that, by their terms, can- 
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1 When the inflation rate goes up, so do bond yields. 

After all, the bondholder has no defense against an 
eroding dollar except to demand a higher coupon. 
But note how bond yields show a delayed reaction. 
They scarcely ever caught up with the inflation of 
the 1970s, and now they seem to be lagging behind in 
the disinflation of the 1980s. That's good news for 
people buying bonds at today's prices. If bond yields 
continue down, today's buyers will enjoy a windfall. 
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not be called. That is true of a tiny 
minority of corporate bonds, and of 
the majority of U.S. Treasury bonds. 
On another score, there is indeed trea- 
sure in Treasurys: Interest is exempt 
from state and local taxes. Long-term 
Treasury bonds today yield close to 
9% to maturity. 

With rich-yielding telephone, mort- 
gage and Treasury bonds available, 

there is no need to reach out for the 
higher yields of junk bonds, the cur- 
rent crop of which has yet to be tested 
in a recession. This is particularly 
true for the small investor who can- 
not diversify adequately. Even if you 
can diversify, through, say, a no-load, 
low-expense-rate, bond mutual fund, 
you should shy away from junk bond 
portfolios if you want to sleep nights. 

The rewards will be great if the econo- 
my remains on a growth trajectory, 
but a deep recession will cause a large 
number of defaults. 

Finally, bond yields seem particu- 
larly generous compared with the 
common stock returns that are likely 
over the next decade. It appears that 
future stock returns will be similar to 
their historical total return of about 
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There's no question where you should have 
put your money 63 years ago: Stocks beat 
the tar out of bonds. But where do we go 
from here? The problem with bonds was 
that it took investors nearly half a century 
to comprehend the damage that inflation 
was doing to their property (see yield chart 
on facing page). Now, though, bond yields 
are running well ahead of inflation. That 
gives bonds a good chance to break with the 
past, and even to beat stocks for a while. 
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10%, total return being the sum of 
dividends and capital appreciation. 
Today, the best Wall Street estimates 
of future dividend and earnings 
growth, the raw materials needed to 
produce a growth in capital values, are 
in the vicinity of 6% to 7%. Adding 
the growth component to the current 
dividend yield of the market, now less 
than 4%, produces a forward-looking 
return from stocks in the 10% to 
10Vi% range. 

Thus, at today's market values, 
very high quality bonds are priced to 
yield almost as much as common 
stocks. Remember that historically 
stocks have delivered five percentage 
points more total return than bonds. 
So bonds now provide some of the 
best relative values ever. To be sure, 
bonds are now rationally considered 
more volatile and riskier than they 
once were, and they should give re- 
turns that are appropriately higher. 
But stocks are still far more risky than 
bonds, and it is possible that panic- 
depressive bond investors have over- 
discounted the risks. 

In summary, bonds deserve a place 
in everyone's portfolio. They are par- 
ticularly appropriate for IRAS, thrift 
plans and other tax-protected retire- 
ment plans, where interest can com- 
pound free of tax. 

Now, what of that great risk with 
any bond, even the "safest"? I mean 
inflation. In the early 1960s good- 
quality 20-year bonds yielded about 
6%, a rate that seemed reasonable in 
the stable-price environment in 
which the bonds were issued, but 
which proved barely able to keep up 
with the 5% average inflation over 
the life of the bonds. That is, original 
buyers earned only a negligible real 
return. Similarly, over the past 60 
years, the real rate of return earned by 
bondholders has been only about 2%. 
But bond investors are not so dense as 
to go on repeating this sorry experi- 
ence. Realistic inflation expecta- 
tions are now fully (perhaps even 
overfully) incorporated into bond 
prices. With a current inflation 
rate of 5% (12 months through 
April), bonds are priced to provide 
quite adequate—indeed, unusually 
generous—inflation protection. 

Even if the inflation rate averages 
5% per year over the life of your long- 
term bond, your real return will aver- 
age not quite 5% (not quite 10% nom- 
inal yield minus 5% inflation), a rate 
far greater than investors' past experi- 
ence. The rearview mirror does not 
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present an accurate picture of what 
lies ahead. 

But what if the rate of inflation is 
about to accelerate to the double-digit 
level, as it did briefly in the early 
1980s? This would make my invest- 
ment recommendation wrong, since 
yields would rise and bond prices 
would fall to reflect the higher infla- 
tion rate. So the critical final question 
I must address is, Will the inflation 
rate remain at a restrained level? 

The inflation news of early 1989 is 
far from reassuring, but I would sug- 
gest that there are several reasons for 
optimism. The most favorable part of 
the picture concerns the behavior of 
wage settlements. Even after a recent 
upturn, average hourly earnings are 
rising at less than a 5% rate. I realize 
that many analysts believe that our 
recent period of wage restraint is just 
about over and that a significant ac- 
celeration of wage settlements to the 
6% to 6'/2% level or higher is likely. 
But even if this were true, the tighten- 
ing of controls throughout American 
industry and the increasing experi- 
ence of our labor force augur well for a 
better productivity performance into 
the 1990s. Thus, unit labor costs—the 
payroll built into each automobile or 
hamburger—should not increase by 
more than 5% annually into the 
1990s and may do even better. 

Over the longer term, there are also 
reasons to be sanguine. I think we 
have learned throughout the Western 

Painck McDonnell 

World that our economies do not 
work well with high and variable 
rates of inflation, and there is now a 
willingness to accept far harsher cen- 
tral bank and fiscal policies than were 
previously thought politically feasi- 
ble. World unemployment is now 
higher and expected to stay higher 
than at similar points of any postwar 
economic cycle. In addition, the high 
debt levels of the Third World should 
restrain demand from this part of the 
world economy. It seems likely that 
the world economy will not be char- 
acterized by excess demand over the 
next several years. 

U.S. labor recognizes now that our 
economy is sufficiently open to world 
trade to put us in a global market. 
Moderation in industrial wage de- 
mands and acceptance of changes in 
work rules are essential if we are to 
keep from becoming a service econo- 
my. An industry-by-industry analysis 
suggests that heightened competitive 
pressures, both domestic and foreign 
(including substantially increased 
competition from developing coun- 
tries such as Taiwan and South Ko- 
rea), have significantly changed the 
wage-setting process. Moreover, the 
deregulation of such industries as air- 
lines, trucking and telephone service 
has triggered increased wage competi- 
tion in many service industries as 
well. While no one can tell if we will 
succeed, there are certainly reasons 
for optimism that inflation will re- 
main subdued. 

There is, however, one disturbing 
part of the picture that has not yet 
fallen into place and is, I believe, the 
reason bond investors can get such 
generous yields. The federal budget 
deficit is still too large. More disturb- 
ing is the fact that even if we continue 
to enjoy a good recovery, the deficit 
will not shrink away. Thus far, credi- 
ble action to restrain the deficit has 
not been undertaken, and over the 

short run rates could increase. 
But let's assume the worst as far 

as the budget deficit is concerned: 
that the Bush Administration and 
Congress make less progress than 
they should. Even then, I still be- 
lieve that bonds will provide rea- 
sonably generous real rates of re- 

turn over the next decade—and with 
somewhat less risk than for roughly 
similar returns in stocks. And in the 
happy event that the rate of inflation 
could  be  brought  down—and  kept 
down—then bonds might even do bet- 
ter than stocks. ■ 
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The Big Picture 

A mass of investment advice lies on the 
bookstore shelves. A handful of these books 
are truly valuable classics. 

Seven pillars 
of wisdom 

By Joe Queenan 

T| HIS YEAR publishing houses will 
bring out a dozen or more thor- 

oughly useless guides to invest- 
ing in the stock market. These shame- 
less cut-and-paste affairs will recycle 
the same tired anecdotes about Bernie 
Cornfeld, orange iince futures and the 
subtle allure of Chinese ceramics, and 
throw in a casual warning that, al- 
though there is a fortune to be made 
gambling on stock index options, this 
is not an investment vehicle for Gran- 
ny. By juxtaposing the inane with the 
obvious, these books will merely con- 
fuse and infuriate the reader. It is no 
coincidence that most of the truly bad 
books about investing are written by 
people who do not invest money for a 
living. 

On the other hand, there is a hand- 
ful of terrific books by terrific writers, 
most ot whom have invested money 
for a living, and none is better than 
[oho Train's \4oney Masters Last up- 
dated in 19S7, this book takes a close 
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look at how nine different investors 
skin the same cat. Consider it signifi- 
cant that this book includes a truly 
engrossing chapter on Warren Buffett 
and was originally published in 1980, 
long before Buffett became a cliche of 
"value" investing. The Money Masters 
also explores the worlds of the bot- 
tom-fishcr, the growth-stock enthusi- 
ast, the commodities speculator and 
the short: an artfully written affair in 
which the personalities of Beniamin 
Graham, T. Rowc Price, Stanley Kroll 
and Robert Wilson genuinely bubble 
off the pages. The book makes clear 
that to be a successful investor you 
need courage and discipline and will 
probably have to forgo all hobbies. 

One exquisite chapter chronicles 
the nightmarish journey of Wilson, 
who publicly announced in May 1978 
that he was shorting Resorts Interna- 
tional at 15 and then went on a six- 
month trip around the world. While 
traveling, he got to see cathedrals, 
temples and bedazzling natural won- 
ders, but the most amazing thing he 
saw was the never-ending stack of 

telegrams from back home apprising 
him that Resorts was also on a long 
voyage, right into the stratosphere. 
Wilson finally covered at 190. 

One great benefit of The Mono Mas- 
ters is that it directs the reader toward 
other vital investment reading mate- 
rial. At the top of that list is The Intelli- 
gent Investor, the Benjamin Graham 
classic that is itself a far less technical 
version of Security Analysis, which he 
wrote with David L. Dodd. Although 
many theorists argue that the tactics 
championed by Graham and Dodd are 
of limited use in a world where tens of 
thousands of people already know the 
Graham-Dodd ropes, the sober tech- 
niques of corporate valuation delin- 
eated in these two books are absolute- 
ly essential to anyone who may ever 
be tempted to chase a story stock. 

Implicit in both of these books is a 
belief that stock prices are frequently 
rational. Of course, there are plenty of 
people who do not believe that, and 
Burton G. Malkiel happens to be one 
of them. Malkiel, who has written an 
essay on bonds that appears on page 
180, is the author of .4 Random Walk 
Down Wall street, an iconoclastic vol- 
ume contending that all investment 
strategies are worthless and that the 
investor holding a basket of randomly, 
picked stocks is likely to do just as 
well as the fundamentalist, the tech- 
nician or the contrarian. Though Mal- 
kiel backs off from this position 
somewhat in the final chapters (he 
seems to believe that fundamental 
analysis is merely off base, whereas 
technical analysis isn't even in the 
ballpark), Malkiel's principal argu- 
ment is that the past cannot be used 
to predict the future. 

A slightly less iconoclastic ap- 
proach is taken in the classic nay- 
sayer's   text,   Contrarian   Investmem 
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The most information-intense region of America 

is pulled together by Ameritech. 

One region of the country is home to the top three automakers. The top two retailers. 
Over 6,000 financial institutions. The nation's busiest airport. And 15 million voice and data lines. 

One region has more newspapers, more computer systems and more Fortune 500 companies. 
One region is more information-intense than any other. And one company pulls it all together. 

Ameritech. 
A force in communications. And a solid financial performer. To find out more about Ameritech, 

write Director-Investor Relations, Ameritech, 30 S.Wacker Dr., R3500, Chicago, IL 60606, or call: 312/750-5353. 

JsMERSTECH 
Illinois Bell   Indiana Bell   Michigan Bell   Ohio Bell   Wisconsin Bell 

neritech Applied Technologies   Ameritech Audiotex Services   Ameritech Credit   Ameritech Development   Ameritech Information Systems 
•Ameritech Mobile Communications   Ameritech Publishing   Ameritech Services   Tigon Voice Messaging 
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I "Grandma looked just like her picture!" 

l\ child, born on the other side 
of a continent, instantly recog- 
nizes the grandmother he's 
never seen —from the photo- 
graphs she sends him. And at 
Canon, we feel proud. 

Canon cameras have made ad- 
vanced photographic technol- 
ogy simple and affordable for 
more kinds of people than ever 
before. 

IVlost people know Canon wf 
for fine photographic and b«P 
ness equipment. 
But there's a side of Canon rflf 
people don't know at all For J 
stance, are you surprised to hi 
that leading edge Canon techrj 
ogies have provided the len 

■ ■ ttwjM pc,"nvti-. x ■"> r* Canon Cr«Ot Card 
tn ip>v*x) CanondaaH>» andr*ta<4»* ■ 

©1999 Canon US A. Inc 



Broadcasting Equipment 

Calculators 

|)st American TV network 
as? Or that they're helping 
communication possible 
ople who are speech and 
impaired? Or that the total 
of Canon's involvement 
runs from business to 

inology and beyond7 

Yet in one way, nothing's been 
changed. Canon still has just one 
goal in striving for great techno- 
logical breakthroughs. 
And that's to make small human 
ones possible. 

Color Laser Copiers 

Communication Aids for Disabled 

Components 

Desktop Publishing Systems 

Digital Image Scanners 

8mm Video Camcorders 

Electronic Typewriters 

Facsimile 

Floppy Disk Drives 

Laser Beam Printers 

Medical Equipment 

Micrographics Equipment 

Office Copiers 

Personal Computers 

Personal Copiers 

Printers 

Semiconductor Equipment 

Still Video Systems 

35mm Cameras 

Word Processors 

The heart of technology     CclHOH 



The Big Picture 

Strategy. In this book and its sequel, 
The New Contrarian Investment Strategy, 
FORBES columnist David Dreman cel- 
ebrates the joys of 1OW-P/E stocks, ex- 
horting investors to look for funda- 
mentally sound companies that are 
currently out of favor because of pub- 
lic apathy, hysteria or ignorance. 

Dreman's book is also invaluable 
because of its chapter "The Strange 
World of Reality," a delightfully com- 
pact history of idiotic crowd behavior 
that neatly encapsulates all the 
tulipomania/South Sea Bubble stories 
so that the reader can page ahead the 
next time he comes across them in a 
book. Of particular interest is a psy- 
chological study explaining why ordi- 
nary people placed in a room with a 
stooge will gradually begin to act like 
a stooge. The relevance of this anec- 
dote to the brokerage community is 
too obvious to be missed. 

Most of the theories covered in the 
preceding books deal with fundamen- 
tal analysis, the tool of the stock pick- 
er. Of course, there is the whole other 
field of technical analysis, but many 

190 

of its classic texts are unspeakably 
boring. An exception is Marty 
Zweig's highly readable Winning on 
Wall Street, a book recommended not 
so much because it is destined to be- 
come the Baedeker of the field but 
because the celebrated newsletter 
writer has, in fact, been winning on 
Wall Street for quite some time. 

Though he is an adroit stock picker, 
Zweig is essentially a market timer 
consumed with a desire to avoid fight- 
ing the tape. Accordingly, his book is 
loaded with charts, graphs, formulas 
and models that fuse momentum in- 
dicators with monetary indicators, 
covering everything from the up-vol- 
ume indicator to the installment-debt 
indicator to the January indicator to 
the mutual funds' cash/assets ratio 
indicator. This book will appeal to 
people whose idea of fun is playing 
with a pocket calculator. 

If Zweig deserves our attention be- 
cause of his impressive record, this is 
even more true of Peter Lynch, author 
of the current favorite, One Up on Wall 
Street. No, Lynch's book does not pos- 
sess the intellectual sweep of Gra- 
ham-Dodd and is not a literary gem 
like The Money Masters. On the other 
hand, nobody ever gave Ben Graham 
or John Train $10 billion to manage, 
and Lynch's stewardship at Fidelity 
Magellan, though showing signs of 
wear and tear recently, makes any- 
thing he says worth a listen. 

Witty, self-deprecating and focused, 
One Up on Wall Street pitches what is 
basically a very cynical investment 
philosophy: If you roll the dice often 
enough, you're going to come up with 
your fair share of lucky sevens. Lynch 
candidly eschews the Graham-Dodd- 
Buffett approach, instead aiming to 
nail a "ten-bagger" as often as possi- 
ble, so he is willing to take a flier on 
the next Dunkin' Donuts in the hope 
that his tenfold win will offset three 
simultaneous losses. 

Lynch is also very persuasive when 
explaining why you should leave 
plenty of room in your portfolio for 
stocks that either sound boring or are 
boring. Finally, because Lynch really 
couldn't care less what the market is 
doing on a day-to-day basis, his ap- 
proach is perfect for people who like 
to go golfing in Ireland when the stock 
market is trading at twice book value. 
That's exactly what Lynch was doing 
on Oct. 19, 1987, though he has never 
allowed his scorecard for that day to 
be photographed. 

Our final recommendation is aimed 
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at readers seeking wide but not deer, 
exposure to the full spectrum of in 
vesting strategies. Classics: An Investor''. 
Anthology is a new volume edited b) 
Charles D. Ellis, and it is a treat foi 
the dilettante. This mammoth vol 
ume includes material from many o 
The Street's legends, but also con 
tains such offbeat items as the essaj 
"If Freud Were a Portfolio Manager,' 
as well as a speech given at the Firs 
Annual Contrary Opinion Foliage Fo 
rum in Manchester, Vt. 

Names such as Graham, Dodd 
Train, Keynes, Price and Cabo 
abound here, with the excerpts cullec 
from such distinguished publication; 
as FORBES, Barron's, Harvard Busines 
Review, Berkshire Hathaway's annua 
reports and Playboy. ■ 

CLASSICS 
'M ESTORs 

^HOLOCY 

K, 

CHAfeby 
-^P; Ellis 

I 
FORBES, FUNE 26, 1989 



IS THIS NEXT? 

Will the health care developments of the future 
ive more to do with saving money than with 
ving lives? 
At the rate medical costs are rising, there's no telling 
>w far a company will have to go to save money. 
That's why CIGNA is doing something different. At 
3 CIGNA companies, we firmly believe that the 
lality of health care must not be reduced along 
th costs. Last year, we saved our clients over $600 
llion through our medical cost containment pro- 
ams. And that's in a year when national health 
ending increased dramatically. 
Yet we demonstrated that we're equally commit- 
d to providing high quality care. Our case man- 
jement approach, for example, not only reduces 
>sts, but can actually improve the quality of care. 
3 may recommend transferring a patient to a spe- 
3l facility that costs more on a daily basis, but 
>cause that patient is receiving more appropriate 
e, the stay is shorter and the net cost is less. 

" 

While a "new" concept to most companies, case 
management has been in practice at the CIGNA 
companies for over 17 years. In fact, we're the top 
provider in the U.S. for medical management and 
rehabilitation services. 

And since we're a single source for a full spectrum 
of medical care and dental options, we can help 
companies plan very cost-efficient programs. Pro- 
grams ranging from HMOs to group indemnity cover- 
ages to plans that combine the advantages of both. 

At CIGNA, we're as concerned about the right care 
as we are about the bottom line. And we can help 
you with both. Write the CIGNA Companies, Dept. 
R15, One Logan Square, Philadelphia, PA 19103. 

Striking the right balance between managing 
costs and maintaining high 
quality health care. It's one 
more example of CIGNA's 
commitment to personal- 
ized service to business. 
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"My job is to 
capture the power 

of light." 
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'Boeing is making important progress 
in key areas of light technology: opti- 
cal sensors, components that receive 
and transmit data at ultra high speed, 
and wavelength division multiplexing. 

'One immediate goal is highly reliable 
fly-by-light control sensors for the 
LHX, the Army's new attack helicopter. 

'Photonics, or light technology, otters 

many advantages over electn 
this kind of application. For e> 
higher band width, immunitj 
lightning and to electro-mag 
interference. 

'We already realize photonics 
help us design more reliable 
responsive airplanes. 

It also may lead to computers 
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D times faster and more power- 
iSin today's best. And there's even 

ssibility that photonics could 
'^ve everyday products such as 

ion sets, telephones and other 
jnics-based appliances." 

— Glen E. Miller 
»        Senior Principal Engineer 

Boeing High Technology 
Center 

At Boeing we're sharing knowledge 
and integrating technology to create 
high-quality products and services. 
In electronics, computer services, 
aviation and aerospace. 



International Investing 

A lot of Third World countries can't pay ^£&%£££tgA 
their foreign debts, but that doesn't mean and Zimbabwe, AII are dosed-end, 

r   i ■> 11 • since markets in which they invest 
many of them aren t good places to invest, are illiquid by us. standards. Many 

Finding the 
next Korea 

By Marcia Berss 

SUPREME CABLE CO. of Indonesia 
looks like an attractive buy. 
This telecommunications cable 

maker has a return on equity of 25% 
and increased its earnings 51% last 
year, yet it trades at only 9.7 times 
earnings. The drawback is it trades on 
the Jakarta market, and rather infre- 
quently at that. There is the ever- 
present risk that the shares will turn 
into worthless paper—in draconian 
exchange controls, property confisca- 
tion or even a revolution. 

Whether or not you should invest in 
Third World stocks depends on how 
you view the world. "If you're pessi- 
mistic, put your money in gold," says 
Andrew Economos, interna- 
tional   analyst   for   money 
manager Scudder, Stevens & 
Clark, which holds Supreme 
Cable in its Scudder Global 
Fund. "If you're not, emerg- 
ing markets can be a good 
long-term holding." 

He's not kidding about the 
long term. Analysts say you 
need a minimum of five 
years to get in and out of 
Third World stocks. In the 
interim, you get a rough ride. 
Stock markets in some de- 
veloping nations can swing 
10% in a week, as Taiwan's 
did last year on rumors of 
larger- than-expec ted bank 
Stock dividends Liquidity? A 
core holding in your portfolio 
might not trade for a few 
days at a time. Political risk? 
"Brazil is no Switzerland," 
warns Edmund Games, the 
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Brazil Fund's portfolio manager. Peru, 
Mexico and Cuba have all confiscated 
foreigners' capital, at one time or an- 
other. Your country could be next. 

Yet the tiny band of Third World 
stock pickers grows, enticed by the 
prospect that some of these markets 
could turn into another South Korea 
or even Japan. They are encouraged by 
the apparent retreat of socialism and 
the growing recognition that free en- 
terprise is the way to go. 

The first developing country mutu- 
al funds (Mexico, Korea and Taiwan) 
were introduced in the early 1980s. 
Since 1987 a second group has arrived, 
including country funds for Brazil, In- 
dia, Malaysia and Thailand, as well as 
diversified country funds like Tem- 

Palnck MdVmndl 

Third World countries restrict indi 
vidual foreign stock ownership, so 
funds are the main investing vehicle. 

All follow a basic premise: Devel 
oping economies like India have more 
growth potential than mature coun 
tries like the U.S. 

The success stories, of course, are 
Korea and Taiwan. In Korea, the econ 
omy grew at a compound annual rate 
of 8% between 1980 and 1983, and 
has  since  moved  into  double-digit 
gains. The stock market stagnated for 
a while, but is now making up for lost 
time: Over the past three years the 
Korea Stock Exchange Composite has 
averaged an annual growth of 77% 
Not surprisingly, the Korea Fund has 
done very well lately. Its net asset 
value is up 57% since the end of 1987. 
The fund's shares trade on the New 
York Stock Exchange at a fat premi 
um over their asset value; someone 
buying the shares at the end of 1987 
and selling recently would have en 
joyed a price rise of 88%. 

Ditto Taiwan, where the market 
doubled in 1987 and 1988, recogniz 
ing the economy's 12% annual 
growth since 1980. The Taiwan Fund 
has delivered a net asset increase oi 
279% since the end of 1986. Again, a 
disparity between the trading price 
and the net asset value means that 
share performance was a different 

number: The fund's share: 
are up 112% since the end oi 
1986 

Where is the next hot spot? 
Perhaps Thailand, which ha$ 
a high personal savings rate 
122%, against the U.S.' 5% 
yielding a good base for capi 
tal reinvestment, a stabh 
government encouraging 
growth, and a standard of liv 
ing that is climbing but sti 
low enough that wages ar 
competitive with those o 
other industrializing na 
tions: about 30 cents ai 
hour, against Korea's $1.80 
Footwearmaker Nike ha; 
moved plants from Korea t< 
Thailand. 

Thailand's current growtl 
is export-based, but its long 
term potential goes beyom 
that. "Thailand can expor 
running shoes, but its tru< 
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By the time he's 18, 
college could cost $50,000 a year. 

It's never too soon to talk to Kemper. 
Higher education, like everything else, 

is getting higher every year 

You've got to make the right investment 
moves now to stay ahead. 

That's why people with vision come to Kemper. 
We have investments designed to fit your changing 

needs in a changing environment. From a wide 
range of Mutual Funds to Money Market Funds to 

Tax-Advantaged Insurance products. 
And at Kemper, youi investments benefit from 

the kind of management skill that 
only 40 years of experience could produce. 

For bright tomorrows, do a little homework today 
Ask your financial representative 

to enlighten you about Kemper 
Financial Services, Inc. Or call 
us toll-free at 1-800-621-1048 

for prospectuses containing 
more complete information, 
including management 

fees and expenses. 
Please read them 

carefully before you 
invest or send money. 

Kemper. A concern for your future!" 
KEMPER FINANCIAL SERVICES, INC 
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A sturdy calcium shell 
provides all-round pro- 
tection tor its contents. 
And like all good pack- 
aging, its easy to open 
when the time is right The 
shapes and colors of eggs 
vary according to each 
bird's habitat 

Before a chick is ready to utter its 
very first "tweet," it's perfectly 
packaged in a sturdy, self- 
contained calcium shell. The 
baby bird is fully protected up to 
the moment it hatches. When the 
time is right, there's a flurry of 
activity. The chick pecks its way 
out with a special egg tooth 
which later drops off. 
 Nature sees to it that an 
egg is suited to its environment. 

Its color and pattern form an 
effective camouflage. Even the 
shape of an egg often serves a 
special purpose. 
 In their own way, am- 
pules made from Schott neutral 
glass are just as well conceived. 
The liquid medications they 
contain are just as sensitive as 
an unhatched chick and require 
dependable, lasting protection. 
No matter what the medication or 

its shelf life, there are no adverse 
reactions in glass ampules 
Light-sensitive drugs are pack- 
aged in protective brown glass, 
while all others are in trans 
parent glass. 
 And breaking an ampule 
open is even faster than crack- 
ing an egg. The neck of each 
ampule has a precisely pre- 
scored snap-off point, so that it 
breaks cleanly and easily. 
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npules made from . 
thott special glass pro- 
:f sensitive medications 
ra long time and their 
escored snap-off points 
ike them quick and easy 
open. The variety of 
apes and sizes are 
ited to their uses. 

 Ampules come in a wide 
range of shapes and sizes 
depending on theirapplications. 
Normally, ampules contain 
injection solutions, buta double- 
neck version is also available for 
oral use. A blue line identifies 
quality injection ampules made 
from Schott neutral glass. 
 Special  glass  ampules 
are just one example of how 
Schott's    innovative    develop- 

ment responds to specific 
needs. Because in today's 
world, special glass helps keep 
technology advancing. 
 Schott worldwide: 50,000 
products, 42 production facili- 
ties, represented in more than 
100 countries, with over $1 bil- 
lion in sales. 
 Schott in the USA: 8 com- 
panies employing more than 
1,200 people. 

 Would you like to know 
more about our special glass? 
Write to: Schott Corporation, 
Department F 23, 3 Odell Plaza, 
Yonkers, NY 10701. 

O SCHOTT 
Nobody knows more about glass. 



International Investing 
advantage is not low labor costs," 
says David Brennan, who manages 
the Asia Pacific Fund. "Its growth is 
in the domestic economy." Its popu- 
lation of 55 million is triple 
Taiwan's. Brennan likes Siam Ce- 
ment Co., the country's leading ce- 
ment producer, which is expanding 
as Thailand tries to rebuild its over- 
crowded ports and cities. Ean Wah 
Chin, the Thai Fund's portfolio man- 
ager, owns Saha-Union Corp., a con- 
sumer conglomerate benefiting as 
standards of living rise. The Thai 
Fund trades at a 17% premium to its 
net asset value, a premium that, like 
that of the Korea Fund, would likely 
shrink if it became easier for foreign- 
ers to hold its stocks directly. 

But in Thailand, as elsewhere/pros- 
pects of political instability must al- 
ways be considered: Lebanon was 
once one of the most prosperous de- 
veloping countries in the world. The 
Philippines have been another disap- 
pointment. "If you looked at the re- 
gion 20 years ago, you'd think that 
was where the action would be," says 
Asia Pacific's Brennan. It may yet be, 
according to manager Mark Mobius of 
the Templeton Emerging Markets 
Fund. With a price/earnings multiple 
of 11.2, the Philippines is the cheapest 
market in emerging Asia. Mobius has 
18% of his assets there. 

Latin America? Why invest in 
countries that can't pay their debts? 
Because of the tremendous potential. 
"Brazil is like the U.S. They don't 
have to export to grow. They can 
make money selling inside Brazil," 
says Ed Games of the Brazil Fund, 
pointing to the nation's 142 million 
population, vast natural resources and 
dominance of the continent. 

Chile has shown what a Latin 
American economy can do if free en- 
terprise is given a chance and statist 
controls are dismantled. It is convert- 
ing foreign debt to equity, encourag- 
ing development of private pension 
funds and changing tax laws for in- 
vestment incentives. Its economy has 
grown 8% annually since 1985; by 
comparison, Mexico's economy 
shrank over the same period. Chile's 
debt trades at 60 cents on the dollar, 
against 20 cents to 40 cents for Mexi- 
co and Brazil. Despite a lot of ups and 
downs, the Chilean market even out- 
performed Japan over the last four 
years. There is no Chile fund, but the 
Templeton Emerging Markets has 4% 
of its assets there, one of its largest 
Latin American holdings. 

Where in the world? 
Third World stock markets are notoriously risky, but buyers of steeply 
discounted closed-end funds do at least get in at bargain prices. 

Fund 

Net 
asset 
value Price1 

Discount 
or premium 

12-month 
return2 

Assets 
($mil) 

Country 
P/E 

ratio3 

Asia Pacific Fund $12.20 10% -10.9% 41.4% $106 41 

Brazil Fund 22.90 11% -50.3 55.3 275 8 

India Growth Fund 13.00 11 Vs -14.4 NA 65 22 

Korea Fund 17.66 34% 96.1 65.8 335 39 

Malaysia Fund 10.84 9 -17.0 29.8 79 26 

Mexico Fund 10.23 8% -13.2 29.2 202 5 

Taiwan Fund 42.00 40% -3.9 107.0 125 51 

Templeton Emerging Mkts 10.77 10S -1.3 27.6 124 NA 

Thai Fund 13.05 15 V* 16.9 5.8 109 14 

'As of May 26    2Through Mar 31     'Market-capitalization weighted. NA: Not available. 
Sources International Finance Corp: FORBES/CDA Mutual Fund Evaluator on Diskette 

The International Finance Corp., an 
arm of the World Bank, was a force 
behind the first Third World country 
funds. Says Farida Khambata of the 
IFC: "Five years ago, investors crossed 
the European bridge. Now the Third 
World bridge has to be crossed." Be 
prepared to wait more than five years 
before crossing back. 

Is it too late to come to this particu- 
lar party? Put it this way: Most o: 
these funds are probably selling at un- 
sustainable premiums to underlying 
values, and the growth rates of the 
Korean, Taiwanese and Chilean stock 
markets can't last forever. However, 
for the truly long-term investor, the 
opportunities remain. ■ 

Want to play the Tokyo stock market but 
not pay 100 times earnings for a name- 
brand outfit? Try one of the smaller Japa- 
nese stocks, such as Eidensha. 

Thinking small 
in Tokyo 

Tokyo Exchange has left behind clus 
ters of small to medium-size compa- 
nies that have begun to look relative- 
ly cheap. 

Relatively cheap for Tokyo, that is 
There, a retailer or a shirt company 
going for 20 or 30 times earnings is i 
comparative bargain. As in the U.S. 
the smallish Japanese issues haven't 
kept up with their bigger brethren 

By Richard Phalon 

ANY STOCK MARKET trading at 
nosebleed levels like 60 times 

i earnings is bound to be riddled 
with inefficiencies, and so it is with 
Tokyo. Powered to a seemingly end- 
less series of new highs by a surge to 
big capitalization stocks "with a sto- 
ry" (the old hidden assets theme), the 
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recent years, but that may make them 
all the better for today's buyers, says 
Laura Luckyn-Malone, portfolio man- 
ager for the Scudder New Asia Fund, 
an $86 million closed-end. 

Look, for instance, at Eidensha, a 
fast-growing electric appliance retail- 
er in which Luckyn-Malone's fund 
has a $1.2 million position. Over the 
last five years the regional retail 
chain's operating profits have in- 
creased 165%, to 1.7 billion yen ($12 
million), on a sales gain of 110%, to 
49 billion yen ($347 million). Price/ 
earnings multiple: about 22. 

Other niche retailers have also been 
doing well: Operating profits at Ot- 
suka Kagu, which specializes in "life- 
style" furniture for the suburban set, 
have been expanding at the rate of 
30% a year for the last three years. 
Operating profits over the last four 
years at Tomiya Apparel Co., a pro- 
ducer of men's shirts, have increased 
200%. Otsuka Kagu is going in the 
over-the-counter market for around 
20 times earnings. 

These are all small stocks by Japa- 
nese standards. Eidensha's market 
capitalization (share price times num- 
ber of shares outstanding) runs to 
$218 million, Otsuka Kagu's to $191 
million, Tomiya's to $65 million. By 
contrast, the market cap of Nippon 
Telegraph &. Telephone is $163 bil- 
lion, or 98 times its net income. 

Scudder isn't the only U.S. institu- 
tional manager trolling the small 
company market in Japan. The 
closed-end Clemente Global Growth 

Patrick McDonnell 

Fund, the British-run GT Japan Small 
Companies Fund and Fidelity Pacific 
Basin Fund have been in and out of 
many of the same second-tier issues 
as Scudder. 

Scudder's fund selects mainly from 
among the 446 companies traded on 
the Tokyo Stock Exchange's second 
section plus another 195 issues trad- 
ing in Japan's thin o-t-c universe. One 
U.S. fund that goes for slightly larger 
outfits is DFA Japanese Small Compa- 
ny Portfolio, an open-end (with a 
$50,000 minimum) from Dimension- 
al Fund Advisors in Santa Monica, 
Calif. It invests in the bottom half—as 
measured by market cap—of the To- 
kyo Stock Exchange's first section. 
But it makes no effort to find value. It 
simply buys virtually all the 500 or so 
stocks that fit its size criterion. 

These investors are not, of course, 
finding that all small and medium 
stocks in Japan have been marked 

down to fire-sale levels. That fact car 
be seen in Scudder New Asia's portfo 
lio. The fund, which has two-thirds o 
its money in Japan, prospects foi 
emerging growth companies, and thai 
sometimes means paying stiff prices 
One Scudder holding, Sotetsu Trans 
portation, a trucking company tied tc 
a major leisure group, sells for 3c 
times earnings. Three of the fund's 
biggest holdings—software seller Ines 
Corp., Keiyo Co., a do-it-yoursel: 
hardware retailer, and Ono Pharma 
ceutical—range from 32 to just undei 
70 times earnings. Venture capitalisi 
Jafco and Japan Aviation Electronics 
are trading at multiples between 7( 
and 100. 

Luckyn-Malone argues that thi 
richer multiples in her portfolio can 
be justified by the rapid growth of th( 
profits that underpin them. Japan Avi 
ation Electronics, for example, stands 
to benefit from development of tb 
new homegrown version of Genera 
Dynamics' F-16 fighter plane. 

"The major structural change 
away from export-led growth to the 
production of higher-value-addec 
products and services," says Luckyn 
Malone. "Newer services like soft 
ware have almost no representation' 
among the higher reaches of the To. 
kyo Exchange's first section. 

How has Scudder New Asia done 
since it went public in June 1987 a 
$12 a share? Not too well. In the twc 
years since, the Nikkei Average 
which tracks the biggest stocks in To 
kyo, has climbed 45% in U.S. dollai 

Japan Inc.—for less than 60 times earnings 
If you delve beyond the Tokyo Exchange's blue chips,   market's price/earnings ratio. Here are some of the less 
you can find plenty of issues trading at less than half the   visible Japanese growth companies. 

Company Business 
Fiscal 

year-end 
Sales 
($mil) Price1 

 Estimated 1989  
earnings P/E 

Chiyoda Shoe Shop Co shoe stores 8/88 $637 $16.87 $0.74 23 

Daichi Corp electronics retailer 3/88 952 19.70 0.88 22 

Eidensha appliance retailer 3/88 347 12.05 0.55 22 

Glory bank cash machines 3/88 318 30.12 1.00 30 

Kato Denki consumer electronics 9/88 98 10.84 0.50 22 

NEC System Integrtn & Const      electrical engineering 3/88 628 21.62 0.72 30 

Otsuka Kagu furniture retailer 12/88 174 22.32 1.07 21 

Shoei Foods food retailer 10/88 457 9.14 0.34 27 

Tomiya Apparel men's shirt maker 12/88 122 11.84 0.63 19 

Wakita & Co construction equip leasing 2/88 298 10.84 0.36 30 

'As ol May 29    i in used Ji = 1*1 yen Source: Scudder S'ew Asia Futid 

200 FORBES, fUNE 26, 1989 



terms. New Asia's net asset value, by 
contrast, has climbed only to $12.65 
from a starting $11.16. The fund, 
moreover, has sunk to a discount 
from net asset value, and was trading 
recently at 10. On both scores—the 
lagging behind the big stocks and the 
discount—a case can be made that the 
fund is an excellent buy now. Better 
to buy a closed-end at a discount than 
at a premium, and better to buy small 
stocks when they have gotten cheap 
relative to big ones. Small companies, 
as measured by the Tokyo Exchange's 
second section index, outperformed 
the first section for almost six years 
straight, only to fall out of favor in 
1987. Since then it has been the first 
section all the way. 

DFA Japanese Small Company's per- 
formance reflects its emphasis on a 
slightly larger-cap group than Scud- 
der's fund, DFA is up 128% in the past 
two years. Fidelity's fund is up 6.7%. 
Its manager, William Ebsworth, has of 
late stopped fighting the tape and 
moved almost entirely out of second- 
section into first-section stocks. 

"You look at second-section and 
over-the-counter stocks, and they are 
very thin," Ebsworth says. "It's very 
easy to get hurt. There is almost no 
liquidity." Adds Christian Wignall, 
chief investment officer for the GT 
Global Group, "In some of these 
stocks you see volume at the rate of 
1,000 shares or less a day. Sometimes 
you can get a broker to shake some- 
thing out of the trees, but otherwise 
you have no choice but to buy slow- 
ly." Cross holdings of bankers, suppli- 
ers, customers and other interested 
parties typically lock up big chunks of 
floating supply on all of the ex- 
changes—and the impact is magnified 
among small capitalization second- 
section and o-t-c companies. 

Ironically, Eidelity's Bill Ebsworth 
thinks the growing visibility of for- 
eign investors in many small cap 
stocks is one reason the Japanese 
seem to be giving them the go-by. 
"They think they're looking at short- 
term holdings and they stay away," he 
says. Too, the rapacious front-running 
by politicos and other insiders in the 
Recruit Cosmos scandal seems to 
have reinforced Japanese disenchant- 
ment with the second-tier markets. 

Where does all this leave the indi- 
vidual investor? With some interest- 
ing buys among lower-p/E stocks (see 
table) but fair warning that they are 
not suitable for in-and-out traders. 

If you want to invest, remember 

that your transaction costs are higher 
on foreign shares not available here as 
American Depositary Receipts (and 
that's going to be the case with any 
small cap company). 

As always, it pays to shop. At No- 
mura, for example, commission costs 
on a 1,000-share purchase of Eidensha 
would run around $220, or 1.8% of 
the $12,000 purchase. The cost would 
be higher (closer to $260) at a house 
like Shearson Lehman. In both cases, 

unless you were a very good custom- 
er, you'd be nicked for the wholesale- 
retail spread between the yen and the 
dollar. And, if you're placing a market 
order, you don't know what the bill 
will come to until the next morning, 
because of the overnight time differ- 
ence between Tokyo and New York. 

All these costs would be repeated 
on reversing the transaction. In short, 
investors concerned with liquidity 
would do well to buy a fund. ■ 

Dont let the gyrating dollar scare you 
away from investing overseas. Even a rela- 
tively small investor can build a diversified 
foreign portfolio—and do it without pay- 
ing an arm and a leg. 

Foreign affairs 

By Ronit Addis 

A GOOD CASE CAN be made for put- 
ting some of your equity in- 

k vestments—say, 5% to 15%— 
abroad. If you want some internation- 
al exposure in your portfolio but don't 
want to buy individual stocks, you 
have a basic choice: Buy mutual 
funds—that is, open-end funds—or 
buy closed-end funds, which trade on 
the stock exchanges or over-the- 
counter at a premium or discount to 

net asset value. 
The attraction of the closed-end 

route is also its danger, and that is the 
discrepancy between the share price 
and the underlying asset value. Most 
closed-end funds sink to a discount 
after a short interval following the 
initial offering, so that it rarely pays 
to buy them when they first come 
out. If you wait a while, you can prob- 
ably get the fund at a discount. Then 
you are buying dollars for, say, 90 
cents each. The risk is that the dis- 

Palnck McDonnell 

FORBES, JUNE 26, 1989 201 



International Investing 

Tax credits for fund shareholders 

If you invest in foreign securities 
via a fund, you could be at a tax 

disadvantage to local investors in 
the same securities. However, if 
both you and your fund are on your 
toes, the losses will be small to nil. 

The risk is that a foreign govern- 
ment will assess an income tax 
(commonly called a "withholding 
tax") on your dividends and inter- 
est. Because, as an American citi- 
zen, you will also owe U.S. tax on 
that same foreign income, you 
could be doubly taxed. 

The first line of defense is the tax 
treaty the U.S. probably has with 
the foreign government, under 
which a portion of the foreign tax 
is rebated to U.S. investors. But 
getting refunds can be like pulling 
teeth. The process can take a year 
in Switzerland, up to three in Brit- 
ain, and an indefinite amount of 
time in Italy. "The Italian govern- 
ment to my knowledge has never 
prepared a form for anybody to ap- 
ply to get the reclaims," says Rob- 
ert Sherwood, a tax accountant at 
Price Waterhouse. The Italy Fund, 
which would have been severely 
restricted by the withholding prob- 
lem, has avoided having to file rec- 

lamations by arranging for only the 
net amount called for in the treaty, 
15%, to be withheld. 

The second defense is the foreign 
tax credit allowed by the IRS. This 
is a dollar-for-dollar reduction of 
your U.S. tax bill equal to foreign 
income taxes paid (net of rebates), 
subject to certain limitations that 
probably won't affect you. (If you 
do hit a wall with the credit, the 
foreign taxes paid are usable as a 
less valuable deduction.) 

If you own shares or bonds of a 
foreign firm, you can claim the tax 
credit. If your fund owns the for- 
eign securities, you can claim the 
credit only if more than 50% of the 
fund's assets were in foreign secu- 
rities on the last day of the tax 
year, says Joseph Palombo, a fund 
tax expert with Coopers & Ly- 
brand. Suppose, for instance, that 
you own 1,000 shares of the Italy 
Fund. Last year you received $190 
in dividends and in addition had 
$10 paid on your behalf to the Ital- 
ian government. You would report 
the sum, $200, as total income 
from the fund, then claim a tax 
credit for the $10 against your U.S. 
tax bill.—R.A. 

Foreign stocks at a discount 
Don't overpay to get 
These closed-ends are 
That sure beats paying 

some international exposure in your portfolio, 
trading at discounts to their net asset values, 
a load to get into an international mutual fund. 

Fund 

Net 
asset 

value4 Price4 
12-month 

Discount4              return5 

ASA Limited1 $49 51 39% -20.0%                    8.6% 

Clemente Global Growth2 9.52 7V8 -199                     10.3 

First Australia 9.91 7% -20.5                      12.6 

First Iberian 10.23 8V« -15.7                      NA 

France Fund 11.40 10V» -6.8                      23.6 

Germany Fund 8.28 - - -10.9                     10.5 

Helvetia Fund' 10.04 9 -10.4                   -10.9 

Italy Fund 9.80 8'/« -17.1                       2.2 

Spain Fund 12.72 12* -2.7                       NA 

United Kingdom Fund 12.18 10 -17.9                      NA 

'South African gold fund 
26    'Through Mai )1    NA 

•SK% Invested In 
\i>< available 

Asian node and warrants    'Swiss fund    'As ol Maj 
\aun e f-orlH-s c DA Mutual 1 unil Ktaluator on Diskette 

count will widen and your dollars 
drop in value to 85 cents. Your hope, 
though, is to see the discount narrow, 
perhaps as a result of a reorganization 
or takeover of the fund. 

That's where takeover artists like 
the Viks come in. The Norwegian 
family operates VBI Corp., an invest- 
ment company led by brother Alexan- 
der, a former vice president at Smith 
Barney. They've already forced the 
Scandinavia Fund to convert into an 
operating company, and the France 
Fund to bring a proposal to sharehold- 
ers this summer to go open-end. Next 
target on their list: the Italy Fund, 
where they've amassed a 23% stake. 

If somebody like the Viks turns up 
and forces a fund to open-end or liqui- 
date, the shareholders instantly real- 
ize the full asset value. The dollar on 
paper becomes a dollar of cash. 

Sometimes these takeover schemes 
fail. Thus, raiders led by John and 
Oliver Grace and Thomas B. Pickens 
III attempted an assault on the Cle- 
mente Global Growth Fund but 
backed off when they couldn't round 
up enough shares to outvote the 
fund's management (FORBES, Apr. 3). 
Clemente is now trading at a 19.9% 
discount. 

Even if liquidation is not immi- 
nent, there is some justification for 
preferring a closed-end: You may get 
better management. A closed-end- 
portfolio manager investing in only 
one or a few countries knows the ter- 
ritory well and can look beyond the 
obvious blue-chip stocks. Also, be- 
cause he doesn't have to worry about 
maintaining liquidity to meet re- 
demptions, he can invest in small cap- 
italization stocks and unlisted private 
placements, which sometimes turn 
out to be the best investments of all. 
For example, the France Fund has 
15% of its assets in small market cap- 
italization stocks and another 4% in 
unlisted stocks. Says Robert Rawe, 
portfolio manager: "In the smaller 
companies, you can find earnings 
growth rates far superior to [those of] 
the average stock. There are fewer 
people looking at them and fewer who 
can buy them." 

One important consideration with 
a closed-end, as with any fund, is 
costs. Getting in will cost you a bro- 
kerage commission of at least 1% 
(against sales loads at open-end funds 
that range from nothing to 8Vi%). The 
annual expense ratio is something to 
keep an eye on, too. At ASA Ltd., the 
South African gold fund, expenses are 
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only 0.24% of assets annually; they 
run over seven times that level at the 
Helvetia Fund. Getting out will cost 
you another brokerage commission of 
at least 1%. Thus, these stocks are 
less suitable for short-term trading 
than for long-term holds. 

Put $10,000 in each of five entries 
in the table on page 202 and you will 

have a well-diversified international 
portfolio. In this exercise you are try- 
ing to select not just good funds but 
good countries. One argument says 
that, while a slowdown is coming for 
all of Western Europe, the southern 
countries, especially Spain and Portu- 
gal, won't be hit as hard because they 
have so much catching up to do. If you 

agree, then the Spain or First Iberian 
funds, currently trading at 2.71% and 
15.69% discounts, respectively, 
might be your bag. 

For the even more risk tolerant, 
Third World funds are an option, the 
chief drawback being that they tend 
to trade at a premium to net asset 
value. See the preceding story. ■ 

Swiss stocks have taken a hammering of 
late, and so has the Swiss franc. Fund 
manager Hans Kaufmann sees therein 
bullish signs for Switzerland. 

The names 
of Zurich 

By John Marcom Jr. 

SINCE THE END of 1986, the U.S. 
stock market has climbed 27% 
while the Swiss market has fall- 

en 20%. The Swiss franc is in unchar- 
acteristically bad shape, too, having 
slid about 8% in the past year against 

a trade-weighted basket of other cur- 
rencies—and 20% against the sudden- 
ly surging U.S. dollar. 

"That's why the Swiss market is 
attractive," says Hans Kaufmann, 
manager of Swissbar, a closed-end 
fund in Switzerland. 

Profit in adversity? Kaufmann's rea- 

soning bears attention. Even as stock 
prices have fallen, profits have 
climbed: Earnings of Swiss companies 
climbed 40% between 1986 and 1988, 
and more gains are in prospect. Be- 
cause big Swiss companies earn most 
of their revenue abroad—food giant 
Nestle, the most extreme example, 
generates but 2% of its sales in its 
homeland—1989 should bring sharp 
jumps in profit and sales from curren- 
cy translation. 

Few Swiss companies disclose part- 
year profit figures, so the full news 
won't reach the market until the 
spring of 1990. Kaufmann doesn't ex- 
pect stock prices to catch up for 
months. In Switzerland, it seems, 
they don't yet know about selling on 
the news. "Swiss behave a bit differ- 
ently," Kaufmann says. "They first 
want to see proof. So prices will move 
up only slowly. Then, when the hay is 
in the barn, we will see a real jump 
again in stock prices." 

Kaufmann, 41, is speaking across a 
spotless desk in a small, neat office at 
Bank Julius Baer in Zurich. Besides 
running the fund, whose shares trade 
on the nearby Zurich Stock Exchange, 

Switzerland on the cheap? 
Over the past year the Swiss franc has fared 
against the dollar, making Swiss stocks cheap 

poorly 
to U.S. 

investors now. Here are eight favorites of Hans Kauf- 
mann, manager of the closed-end Swissbar. 

Company Industry 
Share 
type Price 

Earnings 
 per share  

1988                 19891 

Price/ 
earnings 

ratio 
1988 

dividend 

Ciba-Geigy pharmaceuticals PC $1,595 $141 $166 11 $29 

lacobs Suchard food B 3931 281 316 14 123 

Michelin tires B 341 65 69 5 13 

SMH2 watches; electronics R 258 20 28 13 5 

Walter Meier industnal B 1,564 126 143 12 34 

Zellweger electrical equipment B 5,251 410 451 13 66 

Zurcher Ziegeleien building materials PC 382 51 56 7 11 

Zurich Insurance insurance B 2,611 264 310 10 34 

Hi      s.Hinc Suisse rJe MicroelectronlquG "■'' d"HOriogerle (SMH] has two classes ol 
Exchange rate used %\    1.74 Swiss francs    M Bearer shares    PC Partuip.ii ion shares   R 

registered stock; figures 
Registered shares. 

here refer to the 100-franc par-value class. 

Source: Bank Julius Baer 
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Daniel Bo«hu 

Hans Kaufmann, Swiss research lyead at Bank Julius Baer in ZuricJj 
Buy now, before the hay is in the barn. 

Kaufmann is director of Swiss re- 
search for the bank, which doesn't 
discuss its activities in detail but ad- 
mits to managing somewhere be- 
tween $10 billion and $20 billion of 
assets. 

This country is quite hospitable to 
investors. Although corporate man- 
agement's treatment of shareholders, 
especially foreign ones, is rather cold 
and indifferent by Anglo-American 
standards, it is improving. 

And the Swiss market is reasonably 
cheap at 14 times reported earnings— 
or, Kaufmann estimates, 9.5 times 
"true" earnings after adjusting for ul- 
traconservative accounting. That 
compares with P/ES of 11.7 in the U.S. 
and 57 in Japan. U.S. citizens can buy 
stocks here, although you may have 
to shop around for a broker that will 
take your order. 

The Swiss franc's weakness doesn't 
reflect fundamental problems. Far 
from it. The Swiss economy is still 
ticking like a Patek Philippe. The bal- 
ance of payments outlook is strong, 
the government budget in surplus. 
Growth is healthy at 2.5%, unem- 

ployment almost invisible at 0.6%. 
Plans for one or two more tunnels 
under the Alps promise a further 
boost to the domestic economy over 
the next few years. 

Kaufmann attributes the franc's 
problems to interest-rate differentials. 
Last year, with minimal inflation, 
Swiss short-term money rates stood 
at a little over 1%. As Germany raised 
rates late in 1988 and into 1989 to 
choke off a feared surge in inflation, 
the Swiss stood still. Money flowed to 
higher-yielding currencies. 

Swiss authorities acted belatedly 
but vigorously. Swiss rates topped 7% 
recently, a big premium over forecast 
inflation of about 3%. Kaufmann 
reckons that's probably high enough 
to slow the flow of funds out of the 
country. The higher rates are a bonus 
for equity investors, because cash- 
rich big companies are earning extra 
income. 

Most international portfolios give 
little weight to Swiss stocks, keeping 
investment in proportion to the coun- 
try's tiny slice (2%) of world econom- 
ic output. But that kind of ratio-based 

thinking, Kaufmann says, neglects 
the world-beating position of individ- 
ual Swiss companies. Some European 
companies, like French tire giant Mi- 
chelin, base their international activi- 
ties in Swiss-listed subsidiaries. Swiss 
companies stand to benefit from the 
European Community's push to inte- 
grate its markets by 1992, as Switzer- 
land is well entrenched in EC trade 
even though it is not a member. 

Kaufmann, for instance, likes Ja- 
cobs Suchard, maker of those triangle- 
shaped Toblerone chocolate bars. The 
aggressive confectioner last year lost a 
takeover fight for British candymaker 
Rowntree Pic. to its giant rival, Nes- 
tle. Suchard got a pile of cash as con- 
solation prize, and the windfall is pay- 
ing for factory closures and the reorga- 
nization of European production 
around six sites and only a few major 
brand names. "They are one to two 
years ahead of Nestle," Kaufmann 
says. "This is the EC 1992 company of 
Switzerland." 

Besides Jacobs Suchard, Kaufmann 
is overweight in some other compa- 
nies with unique international mar- 
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;t positions (see table, p. 206). He 
<es Zellweger, the world's largest 
oducer of electronics for textile ma- 
linery and a big maker of environ- 
ental-control equipment. Even the 
panese can't function without its 
:ar. Cash flow and earnings rose 48% 
st year and may gain another 15% or 
)% this year. "Yet the stock is one of 
,e few nonperformers since the 
ash," Kaufmann says. 

| Kaufmann's $70 million fund, the 
urth largest in Switzerland, has, 
ace its inception in 1976, averaged a 
)% compound annual return to a 
mc investor, assuming reinvest- 
ent of dividends. That's not as good 

i the return on a typical U.S. equity 
nd over the same period, but not bad 

I r a currency that, over most of this 
:riod, has been much stronger than 

j ie dollar. 
i Last year Kaufmann's performance 
; iffered a bit, owing to the complex 
llout from what became known as 

he Nestle bomb (FORBES, May 29). 
estle suddenly opened its registered 

' tares to foreign investors, who as at 
\ ost Swiss companies had previously 
:en allowed to buy only nonvoting— 
id    higher-priced—bearer    shares. 

i aufmann's fund, because of its avail- 
; >ility to foreigners, had been barred 
[ Dm owning registered shares. The 
estle  move  pushed  bearer prices 

pwn and registered prices up. 
' So Kaufmann's 1988 gain, 22%, suf- 
1 red a bit compared with gains of 
;:tter than 25% posted by longer-es- 
blished funds run by Credit Suisse 
id   Union   Bank   of   Switzerland, 
hich had been allowed to own Nes- 

: i registered paper. But Kaufman still 
httered  the  market  index  rise  of 
>.8%. And the Nestle bomb was a 

jie-time event. 
Swissbar was quoted recently at 

(390 francs, or $1,372, representing 
bout a 0.5% discount from its net 
i set value. Like the other stocks in 
Le table, Swissbar shares are avail- 
pie to Americans although they are 
3t actively marketed in the U.S. (For 
x rules, see preceding story.) 
Most U.S. brokers aren't equipped 

< handle such investments. Try in- 
ead a U.S. branch of a Swiss bank, 
<e UBS or, for the Swissbar fund, 
lius Baer itself. Baer's New York 
anch says total commissions and 
amp taxes would come near the 
[uivalent of $300 for 25 Swissbar 
lares (about $33,900). This kind of 
vesting, in short, is best suited to 
ng-term players. ■ 

T. Rowe Price Equity Income Fund follows a conservative strategy 
of investing primarily in high-quality stocks that generate high dividends 
It has been ranked the # 1 equity income fund for the 3-year period ended 
3/31/89.* Active management 
helps maintain attractive returns 
with reduced risk. S2.500 Send a prospectus with more complete information 

including management fees and other charges 
and expenses 1 will read it carefully before I invest 
or send money. 

I I 
T. Rowe Price. 100 E Pratt St., Baltimore. MD 21202 

minimum initial investment 
($1000 for IRAs). 
No sales charges! 

Call 24 hours for 
a free information kit 

1-800-638-5660 
ext. 4129 

Name 

Address Eif00J:29 

City State Zip 

Invest With Confidence 

T.RoweFftce 
cm 

Investment return and principal value will vary, and shares may be worth more or less at redemption 
than at original purchase. 'According to Lipper Analytical Services, Inc., which monitored 29 equity 
income funds for the period 3/31/86 to 3/31/89. T. Rowe Price Investment Services, Inc., Distributor. 

HIGH CURRENT YIELDS FOR YOUR SAVINGS 

The Spartan™ 
Money Market Advantage 

Since it began in January, Spartan Money Market Fund has earned consistendy higher 
yields than the average money fund.1 How? Reducing fund operating expenses, which, other 
things being equal, increases returns. And you pay only for the transactions you make.2 

Quality, Stability and Experience 
Spartan seeks high current yields from a broadly diversified portfolio of high-quality 

money market instruments, managed to maintain a stable $1.00 share price. Yield will 
vary. As a money market fund pioneer entrusted with over $30 billion in money market 
assets, Fidelity is uniquely qualified to handle your savings needs. 

Call 24 hours 1-800-544-6666 
For more complete information on Spartan Money Market Fund, including man- 
agement fees and transaction expenses, call us 24 hours a day for your free pro- 
spectus. Read it carefully before you invest or send money. Minimum initial invest- 
ment $20,000. Af!fo 

Fidelity^-^Investments 
Fidelity Distributors Corporation (General Distribution Agent), 

2R P.O Box 660603. Dallas. TX "5266-0603. 

)RBES, njNE 26, 1989 

Wording to Donoghue's Money Fund Report. CODE: FORB/SPM/062689 
■These transaction fees will reduce your yield, depending on the number you make. 
Special Yield Opportunity: The fund's adviser is temporarily paying for all the fund's expenses, which increases its yield. 
This expense limitation may be terminated or revised at any time, at which time expenses will go up and the yield will 
go down. 
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Money Managers 

Did you miss the Magellan Fund and the 
Windsor Fund? Here are six fund manag- 
ers that could be the stars of the 1990s. 

How to invest 
like a millionaire 

By Kurt Brouwer 

Y1 OU HAVE $1 MILLION VOU Want 
invested, reasonably prosper- 
ously, reasonably safely. Where 

do you go? The right place, in my 
view, is one that you may dismiss as 
too obvious, too accessible. It is al- 
most the same answer that you would 
get if you had $50,000 to invest. Or 
$5,000. Or, perhaps, even $5 million. 

You could turn to a broker, but 
there is that fundamental conflict be- 
tween the broker's interests and your 
own. The broker makes a living from 
trading activity; you suffer from it. 

Or you could try to pick your own 
stocks and bonds, if you're willing to 
commit hours a day, every day, to 
prospectuses, research reports and fi- 
nancial databases. That's fine if you 

have a love for the investment game, 
but if you are busy making a living 
elsewhere, it's difficult to do properly 
in these days of instant dissemination 
of information. 

Well, you could hire a money man- 
ager, a stock or bond picker. But the 
best of them usually require mini- 
mum investments of $5 million, of- 
ten more. 

By elimination, we come to the an- 
swer. Your best choice is probably a 
portfolio of no-load mutual funds. For 
most investors, this is the cheapest 
and most efficient way to tap into the 
country's most successful investment 
pros. A portfolio of six funds lets you 
have six investment managers and 
not be married to any of them. If you 
want out, a toll-free phone call can get 
you a  clean  divorce.  Plus,  mutual 

funds have audited performance rec- 
ords, broad diversification and cost- 
efficient fee structures. 

Don't let it bother you that you are 
often in the same fund with $5,000 
savers; the exclusive arrangements 
available only to millionaires are as 
often as not terrible, although there is 
no way to know that until you've 
become a victim. 

Why six funds? So you can create 
your own balanced portfolio, combin- 
ing several of the best equity manag- 
ers with an excellent fixed-income 
manager. Why the six shown in the 
table below? These are all funds used 
by my advisory firm in placing insti- 
tutional and personal investment 
money, funds from among the 10 that 
currently meet our standards (out of a 
database of 2,300 funds). 

This roster is based, frankly, on 
hunches; my firm doesn't pick funds 
strictly on past performance. Judg- 
ments about character, management 
depth in an advisory organization and 
skill in coping with different kinds of 
market environments also play a role 
in how we select managers for the 
future. A record counts only if the 
person who built it still runs the 
fund—and if the fund follows the 
same investment strategy. Has it 
grown so much it's like an elephant 
trying to tap-dance? We also look at 
worst-case outcomes, such as what 
would have happened if you bought 
just before the October 1987 crash. 
Ultimately, the judgment we are try- 
ing to make is this: Can the portfolio 

:. 

; 
I 

Kurt Brouwer is president of Brouwer & Janacl)Owski. 
a San Francisco advisory firm specializing in mutual 
fund portfolios, and the author ofMutual Funds: How 
to Invest with the Pros. 

. 

Put your eggs in about six baskets 
You can assemble an excellent balanced portfolio using     you may have to skip the DR fund and the Pacific fund 
no-load mutual funds. If your assets are on the low side,     and substitute another intermediate-term bond fund. 

Minimum                                                                                 Telephone 
Fund                                                     Manager                                        investment                               Performance1                                  number 

DR Equity Fund                                 Timothy Dalton                            $100,000                                        17.6%                                   800-356-6454 

Evergreen Fund                                  Stephen Lieber                                     2,000                                        15.82                                     800-235-0064 

Gabelli Asset Fund                            Mario Gabclli                                    25,000                                       24.6                                       800-422-3554 

Mutual Series-Beacon                      Michael Price                                    50,000                                        18.8'                                     800-448-3863 

Pacific Invest Mgmt Inst Trst         William Gross                                  200,000                                        13.2                                        800-443-6915 

Vanguard Equity Income Fund        Roger Newell                                       3,000                                        20.2                                       800-662-7447 

S&PS00                                                                                                                                                               17.4 

'Five yean to Mai   M  annualized Except where noted performance reported by manager lor tax-exempt accounts, less management fee.   Performance of 
fund    'Fund taken ovi i by Price In 1985; Mutual Series-Mutual Shares' performance figure given here. 
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nanager duplicate past results over 
he next 24 to 60 months? 

The six funds in the table follow 
emarkably different investment phi- 

■ osophies. Some change their asset 
nix a lot, others do not. Some special- 
ze in stocks or bonds, others invest in 
»oth. There is no single right way to 
nvest. Different styles work well, but 
lone works all the time. Don't put 

i  iur nest egg in one basket. Your net 
orth should not be dependent on one 
dividual's stock picking. 
One star is Michael Price, portfolio 
nager of the Mutual Series Funds 

, who's had an average annual 
urn of 22.4% for the past 15 

,   ars. Price's expertise is available 
dy through his Mutual Beacon 
ind; his other two funds are cur- 
ntly closed to new investors. An- 
her manager is Timothy Dalton, 
contrarian  equity  player  who 

;  atches the economy closely. Dal- 
>n, who heads $2.5 billion (assets 

i   ider management) Dillon Read 
l apital, has just tracked the mar- 
i ;t average over the past five years, 
J  it has achieved this performance 
.  ith considerably less volatility. 
, i the last three months of 1987, 
] >r instance, the Dow sank more 
'• lan 22.5%, but Dalton's DR Equi- 

' Fund gave up only 12.4%—Dal- 
>n had moved 45% of the portfo- 

j o into cash equivalents by late 
, ;ptember.   Another  star,   Mario 
,   abelli, is well known to FORBES 

:aders; his record in evaluating 
[ Dmpanies as break-up candidates    _ 
• as been extraordinary. 

The remaining three, who are pro- 
\ led below, are William Gross, one of 

le nation's best bond managers; Ste- 
hen Lieber, who has a knack for find- 

ing bargains before the takeover deal- 
■ makers get to them; and Roger New- 
ell, who pays a lot of attention to 
dividend yields. 

I William Gross 
PJM Institutional Trust 
After graduating from Duke in 1966, 
Bill Gross spent several months in Las 
Vegas, trying to beat the dealer at 
blackjack by using a card-counting 
system borrowed from the mathema- 
tician Edward Thorp. Gross parlayed 
some petty cash into a sizable stake 
but knew he couldn't keep playing 
that game without getting found out 
and ejected by the casinos. Now he is 
trying to beat the odds on Wall Street, 
as chief investment strategist for one 
of the nation's biggest bond managers, 

Pacific Investment Management. (In 
what appears to be a coincidence, 
Thorp also wound up in the money 
management business, and works out 
of an office not far from Gross' in 
Newport Beach, Calif.) 

In the bond market a win is only a 
fraction of a point, but the stakes are 
so large that a good move—such as 
buying Treasury bond futures rather 
than comparable Treasurys when 
they yield a hair more—nets the cli- 
ents a few million dollars. All told, 
Gross' firm, a subsidiary of Pacific 
Mutual Life Insurance Co., runs $20 

Pacific's William Gross 
Wall Street beats Las Vegas. 

billion, mainly for pension funds and 
endowments. 

In January Gross captured some ex- 
cess return with a "barbell" portfolio 
of very short and very long bonds. 
That is a good mix in a period of 
Federal Reserve tightening, which 
hurts short-term and intermediate 
bonds, while long-term bondholders 
usually see credit tightening in a more 
positive light. They're encouraged be- 
cause it often brings lower inflation. 

Beginning in February, Gross 
turned to the opposite strategy, what 
he calls a "bullet portfolio." That is 
one with a high concentration of in- 
termediate-term bonds. A typical 
portfolio would now be 10% in 30- 
year Treasurys and 90% in short-term 
and intermediate bonds. 

Gross sees two main advantages to 
a bullet portfolio right now. Long- 
term Treasurys are yielding about 
8.7%, but shorter maturities, such as 
two-year notes, are close to 9%. Also, 

Gross believes the Federal Reserve 
will start easing credit in anticipation 
of slower economic growth. That 
could make intermediate bonds ap- 
preciate more than long-term bonds 
for the same reason that long bonds 
can sometimes do well in a period of 
credit tightening. 

Gross knows he cannot forecast in- 
terest rates. What he can do is make 
judgments about risks (about chang- 
ing interest rates) and rewards (what 
the yield curve offers at different 
points today). With hindsight, one can 
say that Gross adopted the bullet 

strategy a little too soon this 
spring, since long-term rates have 
come down in the recent rally and 
long bonds have appreciated more 
than intermediate ones. But the 
risks were indeed much greater on 
the long bonds. 

Until 1987, the public had no 
way to invest with Gross because 
of his firm's $50 million mini- 
mum. Then the firm formed the 
Pacific Investment Management 
Institutional Trust, a series of mu- 
tual funds. One of the series, the 
Total Return Portfolio, was up 
9.4% last year, against 7.7% for the 
Merrill Lynch corporate/gov- 
ernment master index. Another, 
the Low Duration Fund, was the 
third best performing short-term 
bond fund in the country last year. 

Stephen Lieber 
Evergreen Fund 

_ Steve Lieber must be on to some- 
thing. Since its 1971 inception, his 
Evergreen Fund has pumped out an 
average annual return of 18.1%, 
against the market's 11.4%. During 
that time, 233 stocks in the portfolio 
were taken over at hefty premiums. 

Coincidence? No. Lieber, 63, and 
the 14 stock pickers who help him are 
looking for the same attributes that 
an acquiring corporation looks for: a 
clear-cut market niche, solid cash 
flow, high returns on capital and on 
sales, and growth potential. But he's 
not looking just for good bust-up val- 
ues, since he may have to live with a 
company for a long while before an 
acquisition offer surfaces. "There are 
lots of undervalued companies with 
management teams that are too dumb 
to change things," he says. 

In 1986 he decided supermarket 
chains were ripe for consolidation,- 
since total industry volume creeps up 
slowly,- the only way the large chains 
can   grow   is   through   acquisition. 
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Meanwhile, the 1986 tax act 
helped food retailers both by cut- 
ting taxes for corporations that 
don't make heavy plant and equip- 
ment purchases, and by dropping 
from the tax rolls low-income fam- 
ilies that spend a lot of their mar- 
ginal dollars on food. Nine of the 
17 supermarket companies he 
bought in 1986 have been taken 
over or taken private. 

This style of investing has its 
weaknesses. Evergreen's focus on 
small-to-medium-size companies 
has hurt it over the last five years, 
and its tendency to do worse than 
the average fund in bear markets 
keeps it off the Forbes honor roll, 
notwithstanding an excellent long- 
term performance. 

A   recent   Evergreen   theme   is 
waste management. Gundle Envi- 
ronmental  Systems  makes poly- 
ethylene sheets for lining landfills.    - 
Lieber took a large stake at 10 in Sep- 
tember 1987. After the crash cut the 
value of his position in half, Lieber 
doubled up at prices near 6; today, the 
stock is at 22. Wellman Inc., among 
other things, turns plastic soft-drink 
bottles into carpet fiber. Lieber has 

Stephen Lieber of the Ei 'ergreen Fund 
Outguessing the takeover tycoons. 

ridden it from 20 in December 1987 to 
48 today. 

Long hours pay off in this business. 
He reads a dozen annual reports at 
home after putting in a ten-hour day 
at the office in Harrison, N.Y. One 
night he noticed a huge increase in 

construction financing in a bank's 
balance sheet. The next morning 
he dispatched an analyst to dig fur- 
ther. Conclusion: The bank was 
booking risky loans to beef up 
short-term earnings. That after- 
noon the stock was gone from 
Evergreen's portfolio. Lieber says 
he tries to recognize a mistake 
quickly and take the loss. 

Among current Lieber holdings 
are Burr-Brown, a specialized man- 
ufacturer of silicon chips that con- 
vert analog signals to digital; 
Napco Security Systems, a security 
alarm company trading for 10 
times the 95 cents a share that 
Lieber expects for 1989 earnings; 
and Octel Communications, a de- 
veloper of voice activated message 
recorders in which Hewlett-Pack- 
ard owns an 8% stake. 

From one fund with $7 million 
- in assets 12 years ago, Lieber & Co. 
has grown to nine funds with $3.7 
billion under management, including 
$1 billion in individual accounts. If 
you don't have the $5 million mini- 
mum for an individual account, the 
fund, with a $2,000 minimum, is an 
excellent alternative. 

THE BEST-KEPT SECRET IIM THE INVESTMENT WORL 



oger Newell 
mguard Equity Income Fund 
oger Newell has never forgotten 
le day in 1974 when the Dow hit 

. 77. Then a Bank of California em- 
oyee managing a pooled equity 
icome fund for bank trust clients, 
z    had    thought    high-yielding 
ocks would shelter his portfolio 
om a plunge. He was wrong. The 
tnd lost nearly 35% from 1973 
irough  1974,  only slightly less 
lan the 37% drop for the market. 
Generally, stocks with above-av- 

:age yields do hold up well in a 
[ear   market.   Problem   was   the 
:ocks in Newell's portfolio had 
Dpreciated to the point that their 
ields were often below average, 
hus,  they didn't provide much 

;ashion when the market fell out 
f bed. Chastened, Newell devel- 
ped a modified system that com-    _ 
ares a stock's yield with the market's 
) get a relative yield, then compares 
lat relative yield with the relative 
ield the stock has enjoyed in the 
ast. Since the end of 1974, Newell 
ays, this relative yield strategy has 
elivered a total return of 17.5% per 
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Vanguard's Roger NeweU 
With dividends, it's all relative. 

year, against the market's 15.9%. 
Newell, 62, quit the bank in 1986 to 

open Newell Associates in Palo Alto, 
Calif. The firm manages roughly $300 
million, half in tax-exempt accounts 
for which it charges a 1% annual fee. 
But since last year Newell's expertise 

has been available to the public 
through the Vanguard Equity In- 
come Fund. The advisory fee is 
0.20% annually; overhead brings 
total expenses to 0.62%. 

Newell confines his attentions 
to 300 companies with market cap- 
italizations of SI billion or more 
and fairly conservative balance 
sheets. If they've cut their dividend 
twice in the last 15 years, they're 
out. The yield must be at least 25% 
higher than that of Standard & 
Poor's 400-stock industrial index, 
which means that, nowadays, the 
yield must top 4%. That raises the 
list to 80 candidates. 

To Newell each stock is unique. 
"We plot dividend yield compared 
to the s&p 400 and check for pat- 
terns of high and low relative 
yield," he says, IBM, for instance, 
hit Newell's buy signal last year 

. when it dropped to 109 and the 
dividend yield hit 135% of the s&p 
400 yield, high for IBM; six months 
later the relative yield premium near- 
ly disappeared as the stock rose to 
129, and Newell sold. Current hold- 
ings include K mart, Bank of New 
England and Union Camp. ■ 

jib get a clearer picture of the bottom line, you've got to look at it from all the angles. 
four CENTURY 218 Investment Professional has access to the kind of data you need to make an in- 
led decision when choosing between real estate opportunities. He can help you factor in numbers that 
it. And that can add up to a difference in the quality of your investment. ^^ 
rbu'll find CENTURY 21 Investment Professionals doing this kind of work in f   STuUlV 
ct CENTURY 21 offices. All across the country. Every day. V^       ^""l 
Vhen it comes to helping you understand the bottom line, it's business as usual.  = 

Jail your local CENTURY 21 office and ask if they have an Investment — 

essional who can help you find what you're looking for. Investment Professionals. 
Century 21 Real Estate Corporation as trustee lor the NAF   and "-trademarks of Century 21 Real Estate Corporation Equal Housing Opportunity <3 EACH OFFICE IS INDEPENDENTLY OWNED AND OPERATED 



I Money Managers 

Small stocks are out of favor these days. 
But T. Rowe Prices Debra Diamond has 
found plenty of them worth buying. 

Searching for 
small gems 

By Roth Simon 

T Roue Price portfolio manager Debra Diamond 
"We're getting in on the ground floor with these companies. 

SMALL-COMPANY STOCKS have 
underperformed the market for 
the past five years, and institu- 

tional interest in them has almost 
vanished. That has been bad news for 
most managers of funds that buy 
shares in companies with small mar- 
ket capitalizations, but T. Rowe 
Price's Debra Joseph Diamond is en- 
joying the situation. 

Why? "My personal compass goes 
haywire when there's too much en- 
thusiasm and people lose perspec- 
tive," says Diamond, 36, portfolio 
manager for the $44 million T. Rowe 
Price New Frontier Fund and the $28 
million T. Rowe Price Frontier Limit- 
ed, two small-cap funds offered to Eu- 
ropean investors. 

A contrarian attitude and some as- 
tute stock picking has made Dia- 
mond's New Frontier Fund a top-per- 
forming small-cap fund. Since its in- 
ception not quite four years ago, it has 
delivered a total return of 121%, 
which compares with just 45% for the 
average small-company fund and 87% 
for the s&p 500, according to CDA 
Investment Technologies. (T. Rowe 
Price Frontier Limited has been in 
business for just two months.) 

Diamond's specialty is the smallest 
and most obscure small companies. 
To make it into her Frontier portfo- 
lios, a company's market capitaliza- 
tion generally can't exceed $50 mil- 
lion, and less than 30% of its stock 
can be owned by institutions. 

"We're getting in on the ground 
floor with these companies," says Di- 
amond. "If you have any stock-pick- 
ing abilities, the gains can be substan- 
tial." That's because the gains from 
rapid earnings growth can be com- 
pounded by an expanding multiple as 
a previously unknown stock captures 
Wall Street's attention. 

A good example is Intervoice, a 
maker of computer-based voice sys- 
tems that automatically answer tele- 
phones, route calls and provide infor- 
mation. Diamond paid $4 a share for 
the stock four years ago. Intervoice 
zoomed to about $ 18 a share this year 
after Wall Street caught wind of the 
company's technology. Wall Street's 
brief flirtation with United Education 
& Software, a manager of technical 
training schools, enabled Diamond to 
triple her investment. 

Being a step ahead of the pack isn't 
all that unusual for Diamond, who 
earned an M.B.A. from George Wash- 
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lgton University at the age of 22 and 
x>n after began covering special situ- 
:ions and retail for Cleveland-based 
IcDonald & Co. In 1976 Diamond 
rote the first report on the Limited, 

;ien an unknown Columbus-based 
:tailer with sales of just $69 million. 

'< he jumped to T. Rowe Price the fol- 
>wing year to cover health care com- 
anies for its New Horizons Fund. 
U.S. residents can't invest in either 

If   Diamond's   Frontier   funds,   but 
■ Dme of her best techniques are easy 
•) copy. Diamond gets about half her 
leas out of the earnings reports in the 
all Street Journal. And regional bro- 

: ers sometimes have good tips on ob- 
jure local companies unknown to 
•/all Street. (Seestory,p. 228.) 

Diamond tracks about 3,000 com- 
anies, but only 50 or so make it into 

1 ach portfolio. Diamond looks for two 
I j three years of earnings growth, 
■nth. bigger gains each quarter. She 
Iso likes low debt,  strong insider 

• wnership   and   a   solid   niche.   "If 
ou're going to be investing in a small 
ompany, it better be doing some- 
tiing special," she says. 

'• Consider Baltek Corp. It's the larg- 
: st maker of balsa wood for pleasure 
i oats. Earnings have climbed an aver- 
^ge of 41% annually during the past 
jive years. "I don't know why Morgan 
tanley isn't following this," says Di- 

amond, who bought Baltek at $10 a 
share last year. It recently traded at 
$19, 11 times 1988 earnings. 

Another favorite is Dyatron, which 
sells hardware and financial software 
to banks and auto dealerships. De- 
spite the glamorous line of business, 
institutions own just 14% of the 
stock. One reason may be that Dya- 
tron is based in Birmingham, Ala., not 
in the high-tech corridors of Califor- 
nia or Massachusetts. 

Diamond also looks for businesses 
other analysts have soured on. Her 
portfolio includes two energy service 
companies. One is Offshore Logistics, 
which charters helicopters and ma- 
rine vessels for oil exploration. The 
other is Seitel, which collects seismic 
data for oil and gas companies. "These 
companies have their costs down," 
says Diamond. "You have to give 
them a lot of credit for surviving." 

Getting hold of some small-cap 
stocks can be difficult, since they may 
trade 5,000 shares or fewer a day. Dia- 
mond had to wait about six months to 
acquire nearly 70,000 shares of Video 
Display Corp., which rebuilds cath- 
ode ray tubes for televisions and com- 
puter monitors. The source of the 
stock? The company's chairman. "No 
one at the company earned more than 
$60,000 when I bought the stock in 
1985,"    explains    Diamond.    "The 

chairman sold some of his stock when 
he needed to supplement his 
income." 

The Frontier Fund's worst perfor- 
mance came during the October 1987 
crash, when assets dropped from $39 
million to $22 million. Anxious in- 
vestors weren't the only problem. "If 
there were eight marketmakers in any 
stock, after Oct. 19 there were just 
two or three," recalls Diamond. "And 
those two wouldn't answer their tele- 
phones." 

But a dearth of marketmakers isn't 
the only peril. Diamond sold her hold- 
ings in American Home Shield, a pro- 
vider of appliance and service warran- 
ties to homeowners, at a 15% loss 
after management failed to deliver the 
earnings it promised. Her losses were 
even greater on Stereo Village, an 
electronics retailer that filed for 
Chapter 11 and later liquidated be- 
cause of mismanagement. Diamond 
sold on the way down, losing about 
45% of her investment. 

Diamond's rule on taking losses: 
One quarter of bad news is forgivable, 
but more than one quarter means it's 
time to sell. "A lot of people tend to 
hold on and pray," she says. "But 
when things start to go wrong, they 
tend to go wrong for a long period. If a 
company can't deliver, we move on to 
greener pastures." ■ 

Small stocks. big potential 
T. Rowe Price o-t-c stock picker Debra Diamond loves 
small, niche companies that the institutional crowd 

hasn't discovered yet. Several of these stocks 
had for less than 12 times trailing earnings. 

can be 

Company Business 

 Stock price- 
—12-n 

recent         high 

Earnings 
last 12 
months 

per share 
5-year 
growth 

Return 
on 

equity 
Debt/ 
equity 

Inst 
owner- 

ship 
lonth— 

low 

American List student mailing lists 11 to 12% 9'/! $0.71 17% 27.0% 3% 11.0% 

Art's Way Manufacturing farm machinery 13% 13% 5 1.55 NA 23.3 0 0.0 

Baltek balsa wood products 18 19% 8'/4 1.70 41 22.1 11 14.0 

Dyatron computer software and svcs 15% 16 10% 1.47 115 35.2 21 13.8 

Medical Imaging Centers health care svcs 97/s 10>/8 2% 0.47 NA 36.9 305 15.1 

MicroAge computer stores 9% 105/8 47/8 0.94 NA 18.5 2 19.5 

Modern Controls precision instruments 13% 14>/2 7'/2 0.84 20 22.1 1 35.4 

Offshore Logistics oilfield transport svcs 6% 6% 2'/8 0 56 NA 21.1 104 1.2 

OI precision instruments 5'/4 6 l'/2 0.20 NA 26.6 44 28.8 

Perm Treaty American accident and health ins 12% 12% 7 1.35 29 23.3 1 6.8 

Seitel markets seismic data info 7 V* 85/s 37/8 0.64 NA 8.5 36 2.8 

SKI ski resorts 145/8 16 >/2 11% 1.17 24 16.0 73 26.0 

Stockholder Systems financial software 10% ll'/g 8V4 0.84 12 21.8 0 ^0.0 

Tseng Labs computer equip 5 5'/4 1 0.18 48 77.2 0 0.0 

Vivigen diagnostic medical lab 19 20 5 0.41 151 31.1 12 5.1 

Source. William O Neil & Co. 
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I Money Managers 

The market has gone through one of the 
most violent three-year periods in history. 
Some folks got whipsawed, some got rich. 
What strategies performed the best? 

Whiplash? 

By Mark Hulbert 

SOMETIMES I THINK the market is 
just plain out to get us. At trie 
end of April 1986, not one of the 

100-plus investment newsletter ser- 
vices I monitor in my Hulbert Finan- 
cial Digest was predicting what lay 
ahead: that the market would rise by 
almost 50%, give it all back in a crash, 
and  then   recover  to  its  old  high, 

Patrick Ml 1 - +-tf 

counting reinvested dividends. All 
within the space of 36 months. But be 
reasonable. Who could have predicted 
this unlikely course of events? 

Still, even though no letter predict- 
ed what occurred, a few did an excel- 
lent job of navigating the market's 
tricky seas. Eleven market letters 
were able to beat the s&.p 500's return 
of 45.4% from Apr. 30, 1986 through 
Apr. 30, 1989, dividends included. 

A 

It helped if an adviser remained 
fully invested throughout the period. 
But it was also necessary to be a good 
stock selector. Many fully invested 
newsletter portfolios failed to come 
close to beating the market in the last 
three years. They include two of my 
best long-term performers: Norman 
Fosback and Glen Parker's Market Log- 
ic, whose stock portfolio gained 7.8% 
despite being fully invested most of 
the time; and Al Frank's Prudent Spec- 
ulator, which was heavily margined 
throughout but still lost 23.6%. 

The culprit in these and other cases: 
a focus on secondary stocks. Whereas 
recently the secondaries have started 
to lead the market, over the entire 
three years they lagged by a wide mar- 
gin. The Nasdaq Composite Index 
gained just 11.6% (without divi- 
dends). To beat the market in this 
turbulent period, it helped to be fully 
invested in the big stocks. 

Five letters were fully invested and 
picked stocks well enough to beat the 
market. They were: 
• Louis Navellier's MPT Review, up 
95.9%—twice as good as the market. 
• James Collins' OTC Insight, up 74%. 
Both this and Navellier's letter rigor- 
ously apply the precepts of modem 
portfolio theory to over-the-counter 
stocks—an approach that has acquit- 
ted itself very well despite the second- 
ary slump (see my Apr. 3 column). 
• Value Line Convertibles, up 55.8%, 
which selects securities according to 
a system that favors momentum of 
earnings and prices, and good relative 
strength. This system resembles, but 
is not identical to, that of its more 
famous sister publication, the Value 
Line Investment Survey, which is one of 
the few to receive academic recogni- 
tion for its demonstrated ability to 
beat the market. Over the past three 
years, however, the senior service sig- 
nificantly underperformed the mar- 
ket, 20.0% versus 45.4%. 
• Geraldine Weiss' Investment Quality 
Trends, up 52.3%, which uses a sys- 
tem that calls for buying a stock when 
its yield is at or near its historical high 
level and for selling at its historical 
low yield (see my Dec. 26, 1988 col- 
umn) And Weiss focuses on blue 
chips, which helped in this market. 

• Canadian Business Service's In- 
vestment Reporter, up 50.7%. This let- 

Mark Hulbert is editor of the Alexandria, 
Va based Hulbert Financial Digest. His 
newest book is The Hulbert Guide to Finan- 
cial Newsletters (Probits Publishing). 
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The guys at Pol; 
to shoot each ot 

Picture it. Their data system was good. 
But now; with the instant success of their Spectra® 

camera7 good suddenly wasn;t good enough. 
!©#$%&*()! Trouble. 
So Polaroid called in NYNEX—one of the information 

industry;s favorite troubleshooters. 
And NYNEX designed an integrated voice and data 

network that connects all eleven Polaroid locations. 
And makes everything from inventory to finance to 

technological analysis faster. Easier. And more cost-effective. 
There were simply no negatives. 
The NYNEX family of companies would like to 

work with you7 too. 



Did 
br. 

were n 

i We offer you everything from computer networks 
and software; to mobile phones, to the services provided by 
New England Telephone and New York Telephone. And more. 

Call us at 1800 535-1535. 
Discovering the answer is NYNEX could be a 

long-term boon to your business. 
We're haraly a flash in the pan. 

Need to communicate? Need to compute? The answer is 

NYNEX 



Money Managers 
ter chooses stocks entirely on the ba- 
sis of fundamental analysis, and it 
focuses exclusively on Canadian com- 
panies. As it happens, the Canadian 
market itself lagged the U.S. market 
over these three years (the Toronto 
Stock Exchange 300 Composite 
gained just 17.8%, not including divi- 
dends). So Investment Reporter's out- 
performance of the s&p 500 is a feat. 

Having patted these chaps on the 
back, it is time to find out what they 
think of the market now. Here we 
don't get much help. 

None of these five services advises 
subscribers on the proper allocation of 
a portfolio between stocks and cash. 
MPT Review and OTC Insight are by de- 
sign fully invested at all times. The 
others don't specify, and in such cases 
my policy is to track their perfor- 
mance on the assumption that they 
are fully invested. In either case, the 
fact that these letters currently are 
fully invested doesn't mean they are 
more or less bullish now than before. 

So, let's look further for clues to the 
current market. The remaining 6 ser- 
vices of the 11 that beat the market 
over the past three years do give spe- 
cific portfolio allocation advice. How- 
ever, there is not much in common 
among their investment approaches. 

Two of the six currently are very 
bullish: Charles Hooper's Mutual 
Fund Strategist, up 56.1%, and Gerald 
Appel's Systems & Forecasts, up 48.6%. 
Their models are largely momentum- 
based, but because they don't divulge 
the exact nature of their systems it is 

difficult to know what might make 
them become less bullish. Appel has 
been bullish since Mar. 28 and Hooper 
since Apr. 19. 

Two more of the six can be classi- 
fied as moderately bullish: fellow 
FORBES columnist Michael Giantur- 
co's Princeton Portfolios, up 74.4%, and 
Martin Zweig's Zweig Forecast, up 
60.8%. Both became more bullish just 
recently. Gianturco's portfolios, in 
fact, were net short the market in 
early 1989 and Zweig's exposure to 
stocks was as low as 24%. Now, how- 
ever, Gianturco classifies himself as 
"cautiously optimistic," and has in- 
vested 50% of his portfolios in stocks 
and an additional 10% in call options. 
Zweig now says that the conditions 
for stocks and bonds are "moderately 
positive," and his portfolio has 52% 
in stocks and 25% in bonds. 

The final two of the six market 
beaters that recommend a particular 
portfolio allocation are bearish: Mi- 
chael Murphy's California Technology 
Stock Letter, up 108.7%, and James 
Stack's Investech Mutual Fund Advisor, 
up 58.6%. Murphy, who handled the 
Great Whipsaw best of all, has just 
28% in stocks. Stack's model portfo- 
lio is completely in cash. 

Both Murphy and Stack currently 
are worried about the economy in 
general and Federal Reserve policy in 
particular. They are skeptical about 
any decline in inflation or monetary 
easing by the Federal Reserve, the 
prospects for both of which seem to be 
the fuel behind this bull market. 

Andrtr* ChriMic 

One who survived 

It's not good enough to dodge a crash—you also have to catch the 
recovery. This newsletter took a bad hit in Black October but still did 
better than such conservative players as the Growth Stock Outlook. 

Value of $100 invested Apr. 30, 1986 [ratio Kale] 
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Significantly, the letters that beat 
the market over the last three years 
were also the top-performing letters 
on a risk-adjusted basis, with Califor- 
nia Technology Stock Letter again num- 
ber one. This is a technical way of 
saying that they did not get where 
they are by taking wild gambles. 

In order to assess the achievement 
of these winning letters, it's worth 
looking at some other successful let- 
ters that didn't make it this time. It 
was no good, for example, just diving 
for cover. This is what Charles All- 
mon did in Growth Stock Outlook. He 
started building up a large cash posi- 
tion in early 1986 and by year's end 
had only 20% in stocks; today he has 
only 13% in stocks. Though he 
looked very good on the day of the 
crash, for the entire three years his 
model portfolio gained just 18.2%—- 
less than half the S&P 500'S 45.4%. 

How about a strategy that remained 
bullish for the first half of this three- 
year period and turned bearish just 
before the crash? It wouldn't have 
been good enough either. This is well 
illustrated by Richard Russell's Dow 
Theory Letters. Despite an extremely 
well-timed sell signal at the end of 
August 1987—within days of the top, 
enabling him to sidestep the crash— 
he has not participated in the post- 
crash runup of stocks to new highs. 

Finally, because the market exhib- 
ited such strong trends during this 
period, we might have expected to see 
a trend-following approach work. 
Wrong again. Richard Fabian's Tele- 
phone Switch Newsletter, which gener- 
ates buy and sell signals according to a 
39-week moving average system, did 
get out of the market just in time to 
avoid the 1987 crash. But still it failed 
to beat the market for the entire three 
years—gaining only 31.3%. 

In hindsight, it might appear that 
the market during these three years 
went straight up, straight down, and 
then straight back up again. In fact, 
however, there were enough times 
when the market was confined to a 
trading range to cause Fabian's sys- 
tem to generate false signals. These 
resulted in a string of small losses. 

So, is the market in dangerous terri- 
tory? I am impressed to see that the 
letters that have been successful in 
the recent market are notably more 
optimistic than the letters that have 
beaten the market over a longer peri- 
od (see my May 29 column) The recent 
winners are at least moderately bull- 
ish as a group.   ■ 
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II 
Peter Cannell adds a variable to old-fash- 
ioned Graham and Dodd investing: He 
takes a look at how much press and ana- 
lyst attention a company is getting. 

The thin file 
strategy 

By Richard Phalon 

AMONG THE ART hanging in the 
Manhattan office of Peter B. 

\ Cannell & Co., a manager of 
$225 million in mainly individual ac- 
counts, is a conversation piece titled 
Thin File. This montage consists of a 
file folder pasted flat against a backing 
and framed under a heading clipped 
from a newspaper: "Thin File." 

"You always need an edge in this 
business," laughs the stocky, outspo- 
ken Peter Cannell, 63. "On the buy 
side you want to start with a thin file. 
When the file gets fat with brokerage 
firm reports and clippings—when the 
company has been discovered and 
turns up on the cover of a business 
magazine—then you know it's time 
to sell." 

Cannell propounds his thin file 
strategy only half mischievously. The 
construction well symbolizes the 
contrarian detachment that in the last 
ten years has helped him deliver a 
compound annual return of 16.7% on 
his equity accounts, against the mar- 
ket's 16.3%. His serious point is this: 
If you think you have found a nice 
little company trading cheap in rela- 
tion to its prospects or its bigger com- 
petitors, stop to reflect on how much 
attention is being lavished on it by 
analysts and reporters. If it gets men- 
tioned frequently, chances are the 
world has fully, or more than fully, 
incorporated its future into today's 
stock price. 

The thin file strategy, of course, has 
no relevance to companies like Philip 
Morris or Mobil, large enough to get 
plenty of attention in any event. But it 
serves to distinguish, say, Chemical 

Fabrics Corp. from the likes of Vista 
Chemical, which has been getting 
heavy coverage from Shearson Leh- 
man Hutton and other big retail 
houses. 

Chemical Fabrics, which makes 
coated fabrics for the aerospace and 
fast-food industries, among others, is 
coming off a rough spot in which it 
ran a deficit in 1986, because of what 
Cannell thinks was less than inspired 
management. The stock looks expen- 
sive now at 13, or 20 times last year's 
earnings. But Cannell says that a re- 
bound under new management will 

continue, with earnings of maybe $1 a 
share (versus an estimated 65 cents 
currently) next fiscal year. 

In its own way, Chemical Fabrics is 
a good example of Cannell's thin file 
approach to low-risk management. 
The stock is considerably less volatile 
than thick file Vista Chemical, an LBO 
in 1984 that was taken public Vh 
years ago. What with brokerage firms 
huffing and puffing about the possibil- 
ity of yet another restructuring, Vista 
has been all over the tape. 

Cannell knows a thing or two about 
hype, having prepped for Wall Street 
during a three-year stint in the early 
1950s as a copywriter at the old BBDO 
agency. He spent a lot of time at the 
watercooler there talking stocks with 
Jerry Carret, an art director who not 
long after moved on to the family 
money management firm, Carret &. 
Co. (FORBES, June 7, 1982). 

The Carrets and Cannell are still 
good friends (Cannell was best man at 
Jerry's second marriage) and share the 
same basic Graham and Dodd* ap- 
proach to stock picking, which em- 
phasizes the liquidating value of cor- 
porations over their technology or 
growth prospects. And they own, not 
surprisingly, some of the same rela- 
tively unknown over-the-counter is- 
sues. Among them: Allen Organ Co., 
'Benjamin Graham and David I.  Dodd, Security 
Analysis, first published in 1934 

Maggie O'Bryan 

Peter Cannell 
The payoff from prudent pioneering. 
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Money Managers 
a Macungie, Pa. producer of digital 
electronic church organs that trades 
at a multiple of only six times earn- 
ings, if you back out the effect of the 
company's excess cash; Alico, a citrus 
producer and cattle raiser that trades 
thinly at 36 Vi and has perhaps $70 a 
share in Florida landholdings; and 
Greif Brothers, a shipping container 
manufacturer with sizable timber 
holdings left over from its days in the 
wooden-barrel business. 

Cannell had his own family link to 
The Street in the person of his father- 
in-law, Ferdinand Eberstadt, a canny 
underwriter and dealmaker who spot- 
ted the potential of mutual funds ear- 
ly on. One of his best-known cre- 
ations: the Chemical Fund, founded 
in 1938 and only recently renamed 
the Alliance Fund. A contemporary 
once described Eberstadt, who died 20 
years ago, as being "pleasantly abra- 
sive, like a rough towel after a cold 
shower." Cannell with affection re- 
members Eberstadt as a "tough old 
bird," an angularity that translates as 
no free rides for family members. For 
Cannell, that meant a couple of years' 
seasoning in Merrill Lynch's training 
program, and another four years in 
Eberstadt's research department, be- 
fore making general partner in 1959. 
Cannell left the Chemical Fund in 
1963 to pursue institutional research 
and investment management. 

What did Cannell learn from all his 
experience? Having lived through a 
couple of rough crashes, including the 
devastating 1973-74 one, he says: 
"Smart is good, but smart and careful 
is better." 

That is a good summation of the 
Cannell portfolio, which focuses on 
small to medium-size companies 
with strength in real estate, natural 
resources, cash or unassailable busi- 
ness franchises. It includes two real 
estate investment trusts, New Plan 
Realty Trust and Weingarten Realty 
Investors, which are unfortunately 
nearing "fat file" status, having been 
discovered by several analysts and 
such other value-oriented outfits as 
Harris Associates and Capital Re- 
search & Management. 

Cannell has made very good money 
in Sigma-Aldrich Corp., which is the 
supplier, in many cases the only sup- 
plier, to scientific laboratories of 
40,000 different biochemicals. 

C.R. Gibson, perhaps the least- 
known publicly traded greeting card 
outfit, has been in the portfolio for a 
dozen years. The firm  owns about 
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8% of Gibson, and Cannell concedes 
that the stock is fully priced. Its 
earnings growth had slowed, too, but 
here again he sees new management 
as an essential ingredient. With a 
sharply focused new sales effort, 
Cannell contends, Gibson is now at 
the point where earnings will contin- 
ue to expand "at the rate of 20% a 
year." 

New York Marine & General Insur- 

ance, which Cannell bought into two 
or three years ago, certainly qualifies 
as being off the beaten track, but he 
recently unloaded his position be- 
cause of the death of a highly entre- 
preneurial chief executive. 

The long and the short of Cannell- 
style investing is this: Plan on doing a 
lot of digging, and keep an eye out to 
make sure there isn't a crowd digging 
nearby. ■ 

You need some help selecting a fund, yet 
you dont want to pay a sales load. Is there 
a middle ground? Morgan Stanley, Boston 
Co. and others are groping for it. 

Hand-holding     j 
funds 

By Jonathan Clements 

T| HE HAUGHTY Pierpont Funds 
seem to have been invented by 

the same people who brought 
you V.S.O.P. brandy and platinum 
charge cards: The product is sold to 
customers who value prestige, their 
chief distinguishing characteristic be- 
ing exclusivity. How do the Pierpont 
Funds hold themselves above the 
common ruck? Not by performance: 
The funds have generally posted aver- 
age results. But they all have mini- 
mums of $25,000, and they don't re- 
lease net asset values to the daily 
newspapers or to fund raters like Up- 
per Analytical Services. 

However, the Pierpont Funds may 
actually have a socially redeeming 
purpose. While they levy no sales 
charge, they offer a service most no- 
loads do not. Brokers at Morgan Stan- 
ley & Co., the funds' distributor, will 
help customers pick from among the 
six Pierpont Funds, but charge no 
sales commission for this hand-hold- 
ing. That helps explain how, in the 
last six years, the Pierpont Funds have 
gone from nothing to $3 billion under 
management. Morgan Stanley, how- 
ever, isn't a place for pikers: Most of 
its brokerage accounts are over $1 

Pamck McDonnell 

million. To be sure, for the $25,000 
minimum you can still buy into one 
of the Pierpont Funds, but you won't 
get any free advice. 

Not surprisingly, other money 
managers have decided to emulate 
this successful approach to money- 
gathering. First to move in on Pier- 
pont's turf was the Boston Co., which 
last September launched a $ 1 -million- 
plus advertising campaign. Its adver- 
tisements depict a series of fresh- 
faced 50-year-olds, all of them photo- 
graphed in suitably affluent settings, 
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vho "enjoy the advantages of being a 
irivileged client." Since the cam- 
>aign's launch, the Boston Co., which 
s the upper-crust arm of mass-market 
trokerage Shearson Lehman Hutton, 
las pulled in an additional $350 mil- 
ion in assets. Like the Pierpont 
■unds, the Boston Funds are sold 
vithout a sales commission. 

The Boston Co. Funds' investment 
ninimums range from $1,000 to 
>25,000. Most of the funds were set 
rp in the last five years, with 14 
aunched in 1988. The oldest and larg- 
:st, the $640 million Boston Co. Capi- 
al Appreciation Fund, earns a C for 
lp market performance and a B for 
lown markets under the FORBES mu- 
ual fund rating system. It has re- 
urned 16.3% a year over the last de- 
cade, better than the average stock 
nutual fund and on par with the S&P 
iOO's return. 

If you want to aim for spectacular 
etums, the Boston Co. is clearly not 
he best choice. But if you want inex- 
)ensive hand-holding, you could do a 
ot worse. Shearson's SLH Apprecia- 
ion Fund, for example, costs about 
he same in annual expenses as its 
Joston Co. counterpart (0.9% or so) 
mt also costs up to 5% up front in 
commissions. If you invested 
5200,000, the commission would be 
56,500. Why pay $6,500 if you can 
ivoid it? 

Fidelity Investments, which gets 
nost of its traffic from no-loads sold 
:o people who have a pretty good idea 
)f what they want, joined the upmar- 
ket fray this past February. If you have 
he $50,000 minimum but no idea 
vhat you want in an investment, you 
can have Fidelity pick from the 14 
ivailable Fidelity funds for 1% of as- 
sets annually, with a minimum fee of 
61,000. That's on top of the funds' 
expense ratios, which range from 
14% to 1.5%. This hand-holding 
:akes place either over the phone or at 
Fidelity's Boston office. 

"There's a customer segment out 
here that wants advice," says Neal 
-itvack, a Fidelity marketing vice 
^resident. "It's grown primarily be- 
cause of the need for hand-holding 
ind the distrust of commissioned bro- 
cers that emerged from the crash." 

What other options are there if you 
lave, say, $250,000 and not the slight- 
est interest in managing your own 
noney? You could try to find a private 
noney manager, but good ones usual- 
y turn up their noses at any account 
lnder $1 million. Another alternative 
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is an individual investment account 
managed cookie-cutter style by one of 
the money managers in the Shearson 
Lehman Select Managers program. 
The minimum equity account is 
$100,000; the fee is a flat 3% of assets 
annually for stock picking and broker- 
age commissions, no matter how 
much or how little trading is done. 
That beats leaving your assets at a 
broker's discretionary disposal, where 
they could be churned at a commis- 
sion cost of well over 3%. But the 
Select program seems distinctly infe- 
rior to what the Boston Co. and Mor- 
gan Stanley have to offer. 

If you bring at least $1 million to 
the Boston Co., you will get some 
individualized portfolio management, 
but most of your money will likely 
end up in Boston Co. mutual funds. 
Says Hans Ziegler, manager of the 
firm's individual client group, "Even 
if a person has $10 million, it might 
make sense for him to be solely in 
mutual funds." Boston Co.'s money 
management charges 1% of assets an- 
nually, plus brokerage commissions. 
There's no money management fee on 
any money put into a Boston Co. mu- 
tual fund, though you still have to pay 
the fund's annual expense ratio. 

And what if you don't make the $1 
million mark? You can still visit one 
of the Boston Co.'s six offices, one 
each in New York City and Boston 
and the other four in California. 
There, among the potted ferns and 
wood paneling, a "personal invest- 
ment banker" will gladly help you 
pick from among Boston Co.'s 23 mu- 
tual funds. 

Of course, as the potential account 
size drifts down toward five figures, 
the Boston Co.'s personal investment 
banker may not want to get so person- 
al. At what point are you handed a few 
prospectuses and shown the door? 
The Boston Co. won't say, but Fideli- 
ty's Litvack reckons the unspoken 
minimum may be as high as 
$250,000. 

Other fund groups, such as T. Rowe 
Price Associates and Vanguard Group, 
offer special account services for their 
biggest investors, but there isn't 
much to it. At T. Rowe Price and 
Vanguard, a $500,000 account will get 
you a special telephone number and 
an account representative to call by 
name. It's like buying dinner with an 
American Express card that isn't 
green. You get the same food as every- 
body else, but you feel a bit superior 
to the other diners. ■ 
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< ' 1989. New England Muiual Life Insurance Company. Boston. MA 

On the surface, financial products and ser- 
vices can appear deceptively alike. So how do you 
decide which ones are right for you? The answer is 
easy-ask a representative from The New England. 

Our philosophy is simple: financial solutions 
can only result from the deepest understanding of 
a client's needs. Our representatives take the time 
to listen to you and help you determine your finan- 
cial goals-whether they be education funding, 
estate, retirement, or business planning. 

Most important, our representatives can help 
you realize these goals- by selecting the right prod- 

ucts to fit your specific financial situation. They'll 
help you choose from an array of products, which 
includes life insurance, mutual funds, real estate 
investments, and financial planning services. 

Trust your goals to The New England - one of 
the top 20 money managers in the nation, with 
more than 150 years of financial services experience. 

Call today at 1-800-222-2725, Ext. 435, 
if individual attention and quality service matter 
to you. 

The New England. Your Financial Partner. 
Your Financial Future. 

.. 
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Brokers 

Do you think that, because your broker's a 
big success at his firm, hell make you a 
winner, too? That's not necessarily so. 

Beware the 
big producer 

By Gretchen Morgenson 

IN THE SMALL POND of Newton, 
Kans. (pop. 16,000), the Reverend 
D. Bryan (Tuck) Wilson was one 

big fish. Not because he was a Menno- 
nite minister in town, but because 
Wilson was, for a few shining mo- 
ments, a very big bucks broker at 
Newton's only full-service firm, a 
since-closed branch of A.G. Edwards 
& Sons. 

Big producers, whether in small 
towns like Newton or large ones like 
Los Angeles, are big deals. A broker 
who does very well inspires awe and 
envy among neighbors, colleagues 
and clients. His or her colleagues at- 
tempt to emulate the broker, hoping 
that some lucky day they'll have their 
own large private office, personal sec- 
retary and junkets to Hawaii. Clients 
think the big broker is magical. 

To say that this is an overhasty 
conclusion is to put it mildly. Big 
commission producers aren't neces- 
sarily best for clients. 

Look no further than Tuck Wilson 
for proof. In his short stint as a retail 
broker—1982 to 1986— Wilson 
burned one group of customers by 
putting them into Coleco on margin 
at around 30 and persuading them to 
hold it all the way down to 5. Other 
clients were unlucky enough to be on 
hand when he discovered how lucra- 
tive index-options trading could be. 
For a broker, that is. 

To be counted a big producer—even 
at an off-Wall Street firm like A.G. 
Edwards—a broker must generate be- 
tween $500,000 and $1 million a year 
in commissions, out of which he 
would keep anywhere from 38% to 
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50% for himself. Near the end of his 
career, Wilson was raking it in, trad- 
ing more than 100 option contracts a 
day—mostly complex straddles or 
spreads—in his clients' accounts. At 
$35 per option contract, it added up. 
Some of Wilson's clients were a bit 
slow to notice that they were losing 
up to $1,000 a week on these trades. 
The manic activity went on for more 
than a year before a few customers 
began calling the Edwards branch 
manager in neighboring Wichita and 
asking: "Where are my gains?" 

Before long, Wilson was barred 
from the brokerage business and, 
when last heard from, was selling reli- 
gious texts in Wichita. Edwards set- 
tled with Wilson's clients, paying 
them undisclosed sums for their 
losses. 

Too many customers take pride in 

dealing with a superachieving broker, 
as if a little of his success will rub off 
on their investments. All too often, 
though, the opposite is true. Why? 
Because top producers' supervisors 
sometimes look the other way at un- 
sound practices if the broker con- 
cerned rakes in huge commissions. 

In 1983, before his duplicity was 
discovered, Peter Brant was Kidder, 
Peabody's top-producing broker, earn- 
ing $1 million a year. Lavishness set 
the tone in his well-appointed private 
office at Kidder's New York address 
on Park Avenue. One broker who 
worked there recalls: "He was arro- 
gant and cocky and frequently raised 
his voice around the office." 

Brant's downfall was the "Heard on 
the Street" insider trading scandal for 
which a Wall StreetJournalwriter went 
to jail and Brant was sentenced to 
eight months to be served over week- 
ends and fined $10,000. Before the 
scandal broke, though, Brant's ex- 
cesses, and his arrogance, were toler- 
ated by a firm all too happy to get its 
share of the commission volume. 
Brant is now in Florida running a tele- 
communications company called Di- 
versified Tel-Comm Inc. 

It's a fact of life with a full-service 
broker, even the most honest one, 
that his goals and yours do not always 
coincide. For you to gain, you must 
pick a stock that appreciates or a bond 
with a decent yield. For your broker to 
make money, he must encourage you 
to trade your account frequently, gen- 
erating commissions for himself and 
his firm. In fact, a perverse sort of law 
comes into play: The bigger the pro- 
ducer, the worse the client does. 

The Securities & Exchange Com- 
mission is not unaware that people 
who earn extraordinarily high com- 
missions often do so at the expense of 
their clients. As Chairman David 
Ruder said in a 1987 speech, "A par- 
ticularly noteworthy problem is that 
of the dishonest but high-producing 
registered representative who roams 
from firm to firm." Under any cir- 
cumstances, the temptation of a firm 
to ignore complaints against big pro- 
ducers is almost irresistible; it's made 
even harder when retail commissions 
are as hard to come by as they are 
these days. Branch managers receive a 
percentage of the office's gross com- 
missions as a bonus, so the very per- 
son charged with seeing that brokers 
walk the straight and narrow is re- 
warded for looking the-other way. 

Consider the case of hotshot Sam 
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How much trading is too much? 
Although there are no hard and fast 

rules that define excessive trad- 
ing, lawyers attempting to recover 
money from overactive brokers use 
this benchmark: an annual portfolio 
turnover rate of six or more. But, as 
Norman Poser, a professor at Brook- 
lyn law School, points out: "In some 
proven churning cases, the turnover 
rate was much less than six." 

Turnover is defined as total pur- 
chases divided by average account eq- 
uity. Computing it precisely may be 
time-consuming, but usually there's 
no need to do that. You can get a close 
approximation by adding up all pur- 
chases over the past 12 months and 
dividing by the average equity value 
of your account on the last statement. 
In toting up purchases, exclude mon- 
ey market fund shares. 

The turnover formula, by the way, 
becomes meaningless if there are a lot 
of futures or options trades. But you probably shouldn't 
allow such activity in a discretionary account anyway. 
Options are high-commission products and therefore a 
temptation to unscrupulous brokers. 

Please note that there is a wide gulf between what is 
actionable and what is merely bad. A smart investor 
would dump a broker long before the turnover got to 
600% a year. To get a clearer idea of whether you're 
being churned, evaluate your objectives and balance 
them against your broker's management of your ac- 
count. If, for instance, you invest for income, your 
portfolio should turn over much less frequently than if 

you invested for growth. 
Here's one guideline. Several bro- 

kerage firms, including Shearson Leh- 
man Hutton and Merrill Lynch, offer 
accounts with a so-called wrap fee of 
3% that covers all brokerage commis- 
sions plus management by an outside 
stock picker. Using this as a bench- 
mark, it is safe to conclude that if 
your commissions run above 3% a 
year you may be paying too much. 
(We say "may be" because commis- 
sions higher than that in an account 
that produces above-average results 
are possibly justified.) 

In figuring commissions, remember 
that some bond trades disclose no 
commissions on your statement; for 
them assume a hidden markup of 2% 
toward the commission total. 

Yet another comparison—and one 
that will put almost any discretionary 
brokerage account in a bad light—is to 

look at the trading activity in a well-managed mutual 
fund. Peter Lynch turns over the Fidelity Magellan 
Fund's portfolio about once a year; Michael Price does 
even less trading in the three Mutual Series funds. You, 
moreover, are almost certainly paying higher commis- 
sions than these funds, unless you have $1 billion in 
your account. 

The moral is simple: If the smartest money managers 
get by with minimal trading, why should you let a 
broker turn your account more frenetically? Remember 
that it is hard enough to beat the market without being 
saddled with heavy commissions.—G.M. 

Kalil Jr., a broker hired at a Pruden- 
tial-Bache branch in Jacksonville, Fla. 
in 1974 who became an overnight 
star. According to the SEC, in 1983 the 
then 32-year-old diverted approxi- 
mately $2 million from customer ac- 
counts and engaged in unauthorized, 
excessive and unsuitable trading— 
such as selling naked options in an 
unsophisticated, 82-year-old client's 
account. Some of Kalil's customers 
could not even read English. 

The SEC says that Pru-Bache's com- 
pliance department twice recom- 
mended that Kalil be terminated, well 
before he finally was in late 1983. 
Both times, Pru-Bache management 
overrode these recommendations. In 
the end, Kalil was barred from the 
securities industry by the SEC and 
pleaded no contest to eight felonies in 
a Florida court. He was sentenced to 
26 months in jail. 

Of course, not all top bro-        \" 
kerage   firm    producers    are 

milking   their   customers.   But   ask 
yourself this: Does even the most con- 
scientious megaproducer have time to 
care   about  your  account?   Trading 

stocks, for example, at a 
commission rate of may- 
be 1%%, generating $1 
million in commissions 
from stocks means doing 
$60 million in trades, or 
$235,000 a day. If the av- 
erage retail trade is for 
$10,000,   that   amounts 
to 23 orders a day. Orga- 
nizing that kind of oper- 

ation is arduous and doesn't leave a 
lot of room for hand-holding or invest- 
ment analysis. 

Here's another point to consider: It 
is much easier to do $1 million in 
commissions every year by selling cli- 
ents partnerships and closed-end 
funds, with their loads of 5% to 8%. A 
broker also keeps a higher payout on 
such products, as much as 50% of the 
commission, against 35% for stocks 
and bonds. None of this should reas- 
sure you as a potential customer of a 
big broker. These high-commission 
products are consistently lousy 
performers. 

This is not to say that highly suc- 
cessful stockbrokers are less honest 
and dedicated to clients than less suc- 
cessful ones. That's not the point. The 
point is not to be dazzled by a broker 
just because he does a lot of business. 
What you want from your broker is 
good advice, not frenetic turnover or 
overpriced partnerships. ■ 
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Brokers 

Some of the best plays are off Broadway 
and some of the best analysts are off Wall 
Street. Here, three regional analysts with 
stocks the big firms have overlooked. 

Brokers in the 
boondocks 

By Matthew Schifrin 

IF BLUE CHIPS are what you want to 
invest in, Wall Street's wire 
houses offer thorough analytic 

coverage. But if you want to invest in 
stocks that are less picked over by the 
institutions, you might do well to 
look beyond Wall Street for the re- 
search reports. Out there in the hin- 
terlands, regional brokers are turning 
up plenty of valuable tips on up-and- 
comers in their areas. 

It was, after all, David Guthrie, a 
transportation analyst at Memphis' 
Morgan Keegan, who discovered Fed- 
eral Express Corp. soon after it came 
public in 1978. Today the $3.8 billion 
(revenues) firm's stock is up nearly 
sixteenfold. Certain regionals develop 
expertise in industries concentrated 
near them. Thus, Wheat, First Securi- 
ties in Richmond, Va. is known for its 
coverage of carpet and furniture com- 
panies, Ragcn MacKenzie in Seattle 
for its Northwest-based technology 
and financial firms, Lovett Mitchell 
Webb & Garrison in Houston for real 
estate trusts, and Blunt Ellis & Loewi 
in Milwaukee for spnngwater compa- 
nies and catalog retailers. 

You can get a better idea of who's 
out there by perusing Nelson's Directo- 
ry of Investment Research or the Wall 
Street Transcrpt, both expensive trade 
publications available in some librar- 
ies. Opening an account at a broker 
will get you access to its research, 
although you'll probably get it a bit 
later than big customers. 

Here are three little-known region- 
al analysts who come highly recom- 
mended by money managers like John 
Templeton of Templeton Internation- 
al and Ralph Wanger of Acorn Fund. 

.to Harper 

Raymond James analyst Bert Boksen 
The trail led to scrap steel. 

Bert Boksen 
Raymond James & Associates 
How did Bert Boksen, a 41-year-old 
former school teacher in the South 
Bronx, come to be standing three 
months ago in a Houston junkyard? 
First thing was, he didn't like the 
New York pace. "I hated the commut- 
ing, living in jeopardy and stepping in 
slush. And the only house 1 could 
afford was near Montauk Point," he 
gripes, referring to the eastern ex- 
tremity of Long Island. So when Ray- 
mond James, a small ($50 million net 
capital) but influential brokerage in 
St. Petersburg, Fla., offered him a job 
as analyst in 1979, Boksen jumped. 

The 12 analysts at Raymond James 

don't try to compete with the all-stars 
covering Dow stocks. Instead, they 
mostly stick to their territory, which 
is loosely defined as everything south 
of Washington, D.C. and east of Dal- 
las. That territory includes the head- 
quarters of the famous firm in mini- 
mill steelmaking, Nucor Corp. in 
Charlotte, N.C., as well as the some- 
what less prominent Birmingham 
Steel in Alabama. 

Sent out to update his reports on 
the minimills, Boksen kept hearing 
reassurances that the steel companies 
were in fine shape to handle the heavy 
price increases in recycled scrap met- 
al. He wanted to know: Where does 
the scrap come from? Turned out that 
a New York Stock Exchange sleeper, 
$105 million (sales) Proler Interna- 
tional, is a leading supplier. 

Boksen went to Proler's Houston 
headquarters, which happen to be lo- 
cated smack in the middle of its own 
scrap metal junkyard alongside a rail 
yard. Now there's an economically 
run organization. "I didn't recom- 
mend the steel mills, but I recom- 
mended Proler at five times earn- 
ings," he says. Since Boksen's mid- 
April recommendation at 62, the 
stock has advanced to 74. 

Proler is not quite so cheap as it 
sounds. Recycling is a very cyclical 
business, and a few years ago the com- 
pany was in the red. Nonetheless, the 
company has $34.40 a share in net 
working capital plus 690 acres of real 
estate in Boston, Houston and Tampa. 
The minimills, which make steel 
from scrap to avoid the costly process 
of reducing iron ore, need processors 
like Proler that grind up cars and sepa- 
rate steel from nonferrous metals 
such as aluminum, copper, brass and 
stainless steel. Boksen expects earn- 
ings in 1989 of $12.50 to $13 a share, 
against last year's $12.30. (Proler also 
shows up on a computer screen for 
1OW-P/E, low-leverage companies; see 
story on page 248.) 

Boksen's aim is to get to companies 
before Wall Street discovers them. 
Among his winners have been Safe- 
card Services in Fort Lauderdale, rec- 
ommended in 1979 at $2.88, and Ser- 
vice Corp. International, the Hous- 
ton-based burial chain, recommended 
in 1981 at $3.70. 

A recent addition to Boksen's rec- 
ommendations is Trion Inc. of San- 
ford, N.C. This is a little (1988 sales, 
$52 million) 40-year-old firm and a 
leading manufacturer of indoor air- 
cleaning equipment. Environmental- 
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IF YOU THINK 
MUTUAL FUNDS 

WITH HIGH YIELDS 
ALWAYS MEAN 
HIGH RETURNS, 

READ THIS. 
Some Plain Talk 

About 
Mutual Fund 

Costs 

A Useful CuWe For 
Cost-Conscious Investors 

Look at the small print 
in many of today's top-yielding 
money market ads and you'll see 
why the promise of high yields 
can be misleading—and how 
some mutual fund firms are 
boosting yields by temporarily 
waiving operating expenses. 
When costs come back.. .yields 
go down. 

Vanguard's new booklet, 
"Some Plain Talk About Mutual 
Rind Costs," shows how excessively high 
expenses can dramatically reduce your 
returns. 

You'll see how a difference of less than 

1% in costs between any fund can 
make thousands of dollars differ- 
ence in your investment returns 
over time. You'll learn the impor- 
tant cost factors to consider in 
choosing a fund... and how to 
determine a fund's charges by 
the listings in your newspaper. 

Compare Vanguard funds 
with those you own or are con- 
sidering. Our average expense 
ratio—less than half the 1988 

mutual fund industry average—gives 
Vanguard mutual fund shareholders an 
advantage few competitors—if any— 
can match. 

Call 1-800-662-7447 
For a free copy of 

"Some Plain Talk About Mutual Fund Costs" 
call any hour, any day—or use this coupon. We'll 
also send you a free Vanguard Information Kit 
containing a Vanguard Money Market Reserves 
prospectus with more complete information on 
advisory fees, distribution charges and other 
expenses. Please read it carefully before you 
invest or send money. 

Vanguard 
Investor Information Department 
Valley Forge, Pennsylvania 19482 

Name 

Phone 

THrVaivniardGROup 
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Brokers 
ists have lately discovered the "sick 
building syndrome," and that means 
business for Trion. 

Except for the absence of ice hockey 
in Florida, Boksen has no regrets 
about not being on Wall Street. 

George Wilson 
Paulson Investment Co. 
"Out my office window there is a 
great view of the Willamette River 
waterfront as well as Mount Hood," 
gloats analyst George Wilson, 48, 
from Portland, Ore. "Why would I 
want to trade that for some cubbyhole 
in New York City?" Indeed, Wilson, a 
Vietnam veteran, an avid hunter and a 
fisherman, would have trouble adjust- 
ing to Wall Street. For the last 20 
years he has studied Pacific North- 
west companies, with a focus on fi- 
nancial firms. After working for an 
Oregon bank and Gallagher Capital 
Corp., another regional broker, he 
joined Paulson in February. Paulson is 
a 20-branch retail brokerage with $5 
million in capital. 

Wilson's winning stocks have 
mostly been small and medium-size 
banks and thrifts that were taken 
over. Among them have been Taco- 
ma's Pacific First Financial, up 50% 
after the recent bid by the Bronfmans, 
and Savings Bank of Puget Sound, Pac- 
West Bancorp and University Federal 
Savings Bank in Seattle, all up more 
than 70% when taken over in the last 
three years. 

Wilson expects more takeovers af- 
ter July 1, effective date of an Oregon 
law permitting acquirers from other 
states to take over local banks and 
thrifts. He is currently recommending 
Tacoma's $4 billion (assets) Puget 
Sound Bancorp and $200 million 
United Savings Bank in Salem, Ore. 
United Savings is in the growing sub- 
urbs of Portland and, at \2Vi, trades 
right at book value. 

Since half of the 24 or so bank and 
thrift stocks he was following have 
been eliminated by takeover, Wilson 
has branched out to other industries 
in his region. He was a fan of Preci- 
sion Castparts, an aerospace supplier 
in Portland, Ore. as long ago as 1982. 
Another company he likes is $315 
million (sales) TJ International Inc. 
(formerly Trus Joist Corp.), a Boise, 
Idaho firm that layers strips of wood 
into beams and then builds the beams 
into trusses used in residential con- 
struction. The stock, at 30, goes for 
12.2 times Wilson's earnings estimate 
for 1989. 
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George Wilson of Paulson Investment 
An early fan of Precision Castparts. 

Thomas Richter 
Robinson-Humphrey' Co. 
The U.S. is home to at least 90 public- 
ly traded life insurance companies, 
and a great many of them sell their 
policies only regionally and are 
known to investors, for the most part, 
only regionally. That provides a niche 
for Thomas Richter, 41, who forsook a 
Ph.D. in economics to become an ana- 

Tlxjmas Richter of Robinson-l'lumpfjrey 
Speaking the insurance lingo. 

lyst. He works in Atlanta's Robinson- 
Humphrey, a regional broker owned 
by Shearson Lehman Hutton. 

Among the 40 or so insurers Richter 
follows closely are such obscure firms 
as Alfa Corp. in Montgomery, Ala., 
United Insurance Co. of Irving, Tex. 
and Pioneer Financial Services in 
Rockford, 111. 

"When I first started in the early 
1970s no one knew much about these 
small insurers, could speak the lingo 
or bothered to read convention state- 
ments," says Richter, referring to the 
thick documents insurers are required 
to file with state regulators. The state- 
ments contain information not found 
in 10-Ks, such as a detailed break- 
down of a firm's securities portfolio. 

Richter, however, is not content to 
be a mere actuary. He spends a lot of 
time visiting the companies, which 
are situated mostly in the South, as 
well as cultivating contacts among 
Robinson-Humphrey's brokers. A 
mention of American Home Shield 
came from an institutional client of a 
Robinson-Humphrey broker. Ameri- 
can Home, in Santa Rosa, Calif., sells 
warranty insurance on home appli- 
ances, electrical wiring and plumbing, 
not exactly a well-beaten path. Rich- 
ter recommended the firm at 3Vi in 
1986. It was recently taken over at 
$9.50 in cash and a stock stub worth 
as much as $3.50. 

Richter also dabbles in national in- 
surers, where he determines whether 
adverse publicity has pushed a stock 
price too low. First Executive, an in- 
surer entangled in Michael Milken's 
junk bond network; A.L. Williams, a 
controversial seller of term insurance; 
and American Family Corp., the big- 
gest marketer of cancer insurance in 
the world, get Richter recommenda- 
tions. "The industry has knocked 
them from day one," he says, "but 
they've all done extremely well. They 
are run by true entrepreneurs who 
have built wealth." 

Richter is also promoting Protec- 
tive Life insurance Corp. of Birming- 
ham, Ala., a company recovering from 
an earnings collapse in 1988, and 
NWNL Cos. Inc. of Minneapolis, a firm 
that until last year was 90% con- 
trolled by policyholders but is now 
fully demutualized—and going for be- 
low book value at 35. Another firm 
selling below book value that Richter 
likes is Seibels Bruce Group, a small 
property/casualty firm in Columbia, 
S.C. that is rebounding from an ill- 
fated 1982 acquisition. ■ 
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your tires perform this well on paper? 
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All new tires perform well 
on the road. The question is, 
for how long? 

You can find out the hard 
way. 

Or you can read the war- 
ranty and find out what the 
manufacturer thinks. 

TO think so highly of our Riken STX 
'adials that we've given them one of the 
trongest warranties available from any tire 
lanufacturer. As much as 60,000 miles, 
epending on the series. 

Riken-America. Iqc^ 

That's because every Riken STX Radial has 
a computer-formulated, all-season tread de- 
signed for the specific aspect ratio of each tire 
series-75,70,65, and 60. 

This specificity, combined with the stringent 
material control of our manufacturing process, 
provides unsurpassable traction, handling 
and longevity. 

So, if you want tires that will still be roaring 
through the rain forty, fifty, even ■■■■■I 
sixty thousand miles from now, 
visit a Riken Dealer. Call 1-800- 
635-7500 for the one nearest you. 



Brokers 

Don't swallow the line that the over-the- 
counter market is as fair to the average 
investor as the New York Stock Exchange is. 
It isn't. But here are steps you can take to 
minimize high o-t-c transaction costs. 

The wide spread 
phenomenon 

By Richard L. Stern 

AT A WASHINGTON, D.C. confer- 
ence earlier this year, John 

b Wall, executive vice president 
of the National Association of Securi- 
ties Dealers, proclaimed that Nasdaq 
was the closest thing going to the 
computerized markets of the future. 
The comment was greeted with more 
than a few smirks and groans from the 
audience of market officials, regula- 
tors and academics, at least some of 
whom knew better. 

The party line at the NASD IS that 
Nasdaq is even more efficient than 
the exchanges. Nasdaq (stands for 
NASD Automated Quotation) is big 
and successful, no question about 
that. It has captured a lot of business 
from the American Exchange in the 
past decade. But whether this trend is 
to the good of the investing public is 
another matter. Fact is, NASD'S decen- 
tralized market-making system main- 
tains sometimes enormous spreads 
between bid and ask prices, with the 
result that investors are nicked badly 
when they want to trade. They are 
nicked in ways that would be illegal 
on an exchange floor. 

Case in point: On Mar. 21, a smart 
investor we know—call him Harry— 
placed a limit order at one of the na- 
tion's largest brokerage firms to sell 
200 shares of Mine Safety Appliances, 
at 48 or better. Mine Safety is no 
AT&T, to be sure, but it's not exactly a 
thinly traded stock. Its volume in 
March totaled $5 million. 

This investor naively believed there 
was a fair chance his stock would be 
sold once Nasdaq reported a transac- 
tion at 48. And he thought a sale was 
guaranteed   when   Nasdaq   reported 

Kumk McDonnell 

prices above 48. He watched in 
amazement as the stock traded as 
high as 48 on at least five days in early 
April, at 48 Vi on Apr. 3, and at 49 on 
Apr. 12, and still there was no sale. 
His order wasn't executed until April 
14 when the high for the day was 48'A, 
but all he got was 48—minus a fat 
commission. 

Harry wasn't the only person short- 
changed in this affair. How about the 
customer who paid 49 when, unbe- 
knownst to him, Harry's $48 stock 
was lying on the table? 

What's going on here? Brokerage 
firms make a lot of money by buying 
from one customer and selling to an- 
other. That's not how it works on a 
stock exchange. Here's what would 
have happened on either the New 
York or the American. Let's suppose 
that on the day the seller puts in his 
order Mine Safety is quoted at 47 to 
49. That means a specialist in the 
stock stands ready to buy at 47 and to 
sell at 49. If Harry were desperate to 

sell, he would accept the 47 offered by 
the specialist, and the specialist 
would then take the 200 shares into 
inventory. 

Harry, however, is in no hurry to 
sell. He gives his broker a limit order 
to sell at 48, an order the broker trans- 
mits to the specialist's post. Now let's 
say Jane phones her broker, wishing to 
buy 200 shares. It's quoted at 47 to 49, 
she is told. If she has any brains, she 
puts in a limit order: Buy at 48 or 
better. Her order also goes to the spe- 
cialist, who is required to cross it with 
Harry's (assuming no one is offering a 
better price or got in line ahead of 
Harry). 

Both Harry's and Jane's brokers 
make commissions on this trade. The 
specialist gets a fee for executing the 
limit orders—and he can also make a 
good living from trades that buyers or 
sellers are desperate to make. Those 
desperation orders, by the way, are 
called "market" orders. If you put in a 
market order you accept whatever 
terms the specialist is offering at that 
moment. 

Why wasn't Harry sold out on those 
days when Nasdaq showed Mine Safe- 
ty transactions at 48 or higher? Be- 
cause buyers and sellers didn't have a 
chance to meet. The over-the-counter 
market has no specialist post. Instead, 
dealers in the stock—in Mine Safety's 
case, there are 11—post their own bid 
and ask prices. If the best price among 
the dealers is a bid of 47 and an ask of 
49, orders to buy or sell at 48 simply 
sit idle. 

Why should marketmakers be enti- 
tled to make so much money? NASD 
chief economist Gene Finn says they 
are taking risks with their own capital 
to make active markets in stocks like 
Mine Safety. That's true up to a point. 
It's true if Harry is placing a market 
order. After all, Harry may know 
something they don't, and when a 
dealer takes the stock off Harry's 
hands at 47 the dealer may get stuck 
with it. But Finn's argument is simply 
irrelevant with regard to matching or- 
ders on which the middleman takes 
no risk. 

It isn't only holders of illiquid 
stocks who get hosed. A floor trader 
on the Pacific Stock Exchange was 
mystified recently when he had a sim- 
ilar experience with a limit order he'd 
placed for his own account in Apple 
Computer. Apple has a volume of $60 
million on an average day, yet the 
bid/ask spread is never less than a 
quarter point. So, too, with Liz Clai- 
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Mercedes SL 

lfou'll save enough with Philips SL to buy 
an SL from a different manufacturer. 
Philips SL* Lamps can save you a carload 

of money. Let's say you have a 500 
room hotel. If you put SL* Lamps in 
your corridors alone, you'll save 
$66,000 over the life of the lamps. 

That's because an SL* can 
reduce energy costs by an amazing 
76% compared to incandescents. 
Also, they last up to 13 times longer 
than incandescents, so you'll save 
even more on maintenance costs. 

There are SL* Lamps for general lighting, 
high-hat downlighting, decorative lighting and a 
brand new one for low lumen areas. Each fits 
right into an ordinary incandescent socket and 
produces the same warm light. 

To find out more about Philips incredibly 
efficient SL*, call 1-800-631-1259 and talk to our 
Lighting Team. Then you can start picking 
out the color of your other SL. 

phints SL*   It's time to change your bulb™ « 

ihilips Lighting 

PHILIPS 



Bring¥)ur 
BusinessToAState 
That's FullOf Top 

Performing Companies 
^^™^^ ^^^^™ U, 11-11  Viii.inil  U ill.-r  ,il\min  it Vruil Royal National Ballet of Spain at Spolclo. 

South (Carolina brings out the best 
performances in companies and their 
workers with a quality of life that 
helps stimulate the mind and enrich 
the spirit. Spoleto Festival USA - one 
of the worlds preeminent presenta- 
tions of the performing arts - is but 
one example of the varied cultural, 
historical and educational resources 
that make South Carolina a premium 
business location. 

Indeed, a number of leading 
companies are known tor top perform- 
ances in South Carolina. Michelinlire 
Corporation has made South Carolina 
its I f.S. home, locating the company's 
North American headquarters and tour 
of its five U.S. manufacturing facilities 
here. Alumax Inc.'s South Carolina 
plant, which runs at full capacity pro- 
ducing 200,000 tons of aluminum 
per \ear. is rated the most efficient in 

the entire industry. And NCR's engi- 
neering and manufacturing complex 
has ranked No. 1 in its worldwide 
system for the past three years, based 
on worker productivity. 

South Carolina's quality of life 
obviously inspires great performances 
from its work force. Perhaps that's 
why we have the highest levels of 
productivity and lowest levels of work 
stoppage in the U.S. 

We're ready to make your company 
a top performer, too. Just contact: 
Wayne L. Sterling, C.I.D., Director, 
South Carolina State Development 
Board, Suite 7005, PO. Box 927, 
Columbia, SC 29202. Phone (803) 
737-0887 or Fax (803) 737-0418. 

South Carolina 



Brokers 
borne, MCI and other big stocks. If 
these stocks were traded on an ex- 
change, you could fight the spread by 
putting a limit order smack down the 
middle. 

Two years ago the Midwest Stock 
Exchange in Chicago tried to break 
the dealer cartel. It began trading 25 
popular o-t-c stocks under exchange 
rules, with a book of limit orders. The 
experiment has met with little suc- 
cess. Why? Brokers refused to send 
orders there. Not hard to see why, 
either. Big brokers are feeding at the 
o-t-c trough themselves. And retail 
brokers that don't make o-t-c markets 
take kickbacks (typically, 2 cents a 
share) from the dealers for order flow. 

People with limit orders in over- 
the-counter stocks can get beaten up 
in other ways. Over-the-counter trad- 
ing inevitably creates conflicts of in- 
terest. William Manning, a Roches- 
ter-based money manager, lost big in 
1984 when he placed an order with 
E.F. Hutton to sell 5,000 shares of 
Genex at 17'/g or better. He never was 
sold out and the stock is now going 
for less than 1. It turns out that Hut- 
ton, a major marketmaker in the 
stock, had sold 4,755 of its own 
shares at prices of 17'A and 17V2— 
something an exchange specialist 
wouldn't get away with. 

Manning, attempting to recoup his 
losses, won a grudging Securities & 
Exchange Commission ruling that 
Hutton should have disclosed to Man- 
ning that it might favor itself over its 
client. In other words, it's okay for 
your broker to shaft you so long as he 
announces in advance that this is 
what he is going to do. Shearson Leh- 
man Hutton is appealing the decision. 

Here are some ways to minimize 
transaction costs: 
• Don't place market orders if you can 
help it. If you must place one, take 
advantage of NASD'S small-order sys- 
tem, which guarantees the best bid 
and ask on orders of up to 1,000 shares 
of liquid stocks like Apple (or 200 to 
500 shares of less-active stocks). 
• Don't trade over-the-counter stocks 
for small gains. 
• Don't place stop-loss orders in o-t-c 
stocks. Set a mental limit of how 
much you can afford to lose, and 
when the stock gets close put in a 
limit order with your broker. 
• Let your broker know when you are 
unhappy. Our friend Harry did man- 
age to get off a sell at 48 when the 
posted bids were still lower, but only 
after complaining. ■ 

T. Rowe Price International Stock Fund. Smart investors know that active 
asset management and international diversification can provide superior long-term 
returns. By investing primarily in the stocks of leading companies in Europe and 
the Pacific Basin, this Fund has proven itself in both up and down markets and 
in periods of strength and weakness     . . 
for the U.S. dollar. And its excep- T RnwP PrirP inn F P™., <,. Roitimr.ro MD mrw 
tional 5-year record placed it in the 
top 2% of all mutual funds* $2,500 
minimum initial investment 
($1,000 for IRAs) and no sales 
charges! 

Call 24 hours for 
a free information kit 

1-800-638-5660 
ext. 4141 

Rowe Price, 100 E Pratt St.. Baltimore, MD 21202 

Send a prospectus with more complete information, 
including management fees and other charges 
and expenses I will read it carefully hcfore 1 invest 
or send money 

Name 

Address 

City State Zip ISF004141 

Phone G Home      □ Business 

Invest With Confidence 

TRoweftice 
cm 

'According to Upper Analytical Services, Inc., which has monitored 664 funds over the past 5 years 
ended 3/31/89. T. Rowe Price Investment Services, Inc., Distributor. 

Ask about 
competitive yield 

with no junk. 
If you're like many bond fund investors today, you're concerned that 
your fund may have large investments in low-quality "junk" bonds. 
That's why Twentieth Century Investors offers you five no-load fixed 
income funds designed to give you a competitive return while 
preserving the value of your investment. Our quality bond portfolios 
contain no junk bonds. For complete information about Twentieth 
Century Investors, including charges and expenses, write or call 
toll-free for an Information Kit and Prospectus. Please read the 
Prospectus carefully before investing. 

Ask for your free 
Guide to Cutting Risk. 

1-800-345-2021 
r 19K9 Twentieth Cwiiury Inwsiorv IrK 

P.O. Box 419200, Kansas City, MO 64141-6200 
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Brokers 

Brokers are hungry. So dont be shy about 
putting your demands on the bargaining 
table. Here are some talking points. 

The joys of 
haggling 

By Edward Giltenan 

CONSIDERING the dearth of busi- 
ness on Wall Street, you ought 
to have a little leverage these 

days when opening a brokerage ac- 
count. What should you fight for? 

For many customers, the most im- 
portant points of comparison are com- 
mission schedules and quality of ser- 
vice. We'll take it for granted that you 
already know about discount brokers 
and have decided whether it makes 
sense to pay about twice as much to 
get the research and other benefits of a 
full-service firm. 

Next order of business is getting a 
discount off the official commission 
schedules. Brokers are routinely 
knocking 25% off their posted com- 

missions, and if you account for a fair 
amount of traffic—say, $2,000 a year 
in commissions—then you should be 
able to do better than this, says Perrin 
Long, a brokerage expert at Lipper An- 
alytical Securities Corp. It's impossi- 
ble to provide a table of comparisons 
on this point, since firms would rath- 
er make ad-hoc deals with individual 
customers. Indeed, Merrill Lynch 
doesn't even publish a schedule of its 
regular commission rates. 

In short, the retail brokerage busi- 
ness is beginning to resemble an ori- 
ental bazaar. The climate seems right 
to haggle over a few terms that in 
flusher times might be presented to 
you on a take-it-or-leave-it basis. For 
starters, if you're a frequent bear you 
might   mention   short   rebates   and 

Comparison shopping 
Disgruntled investors often do better if the American Arbitration Associ- 
ation judges their complaint. But not all brokers give you that option. 

Broker City 

Allows 
AAA resolution 

margin/ 
cash           option 

Annual 
maint 
charge 

Insurance 
coverage 

(Smil) 
Short 
rebate 

Bear, Stearns/New York Yes Yes $0 $2.5 No 

Alex Brown/Baltimore Yes Yes 0 10.0 No 

AG Edwards/St   Louis Yes Yes 0 10.0 No 

Fidelity/Boston No No 0 10.5 No 

Raymond lames Si   Petersburg, Fla. Yes Yes 0 2.5 No 

Merrill Lynch/New York Yes No 30 25.0 No 

Oppenheimer/Ncw York No No 0 2.5 No 

Prescott, Ball & Turben. Cleveland Yes Yes1 0 10.0 No 

Quick & Reilly/Ncw York Yes No 0 2.5 No 

Charles Schwab/San FnnciSCO Yes Yes 0 2.5 No 

Shcarson/New York No No 50 10.0 No 

Smith Barney,'New York Yes No 0 10.0 No    • 

plum accounts 

watch your broker's mouth drop 
wide open. 

What's a short rebate? When you 
short a stock, your broker borrows the 
shares either from the margin ac- 
counts of other customers or from 
another broker or bank. He then sells 
the shares for you. In addition to its 
commissions, the brokerage house 
gets extra income from investing the 
proceeds of the sale. Big-time short- 
sellers, such as arbitragers, routinely 
are rebated 70% or more of the inter- 
est generated by the proceeds of their 
short sales. But when retail customers 
ask for equal treatment, they usually 
get turned down. Here's a typical ali- 
bi, from Thomas Dwan, managing di- 
rector at Oppenheimer &. Co.: "I don't 
know if there's any firm on the Street 
who can tell you what the actual in- 
terest earned is. To develop a comput- 
er system to do that would be a mas- 
sive task." The official position of ev- 
ery brokerage firm we talked to (see 
tabic/ is that retail customers do not 
get short rebates. 

Still, in the present competitive sit- 
uation, it doesn't hurt to ask. If you 
are turned down, you can always 
move your account elsewhere. 

Next topic: arbitration of disputes. 
For a cash account most brokers don't 
require a signed contract, so you can 
take a dispute anywhere you like, 
even to the courts. But on virtually all 
margin and option accounts, brokers 
require you to sign a contract sending 
disputes to arbitration before an in- 
dustry-run panel, usually at the New 
York Stock Exchange or the National 
Association of Securities Dealers. A 
preferable provision would allow you 
to seek redress before the independent 
American Arbitration Association. 
The AAA, with no ties to the brokerage 
industry, gives you more say about 
who arbitrates your case and, there- 
fore, a better chance of winning. 

Some firms—Bear, Stearns, for ex- 
ample—will let you cross out "NYSE" 
in the arbitration clause of your con- 
tract and write in "AAA." 

Two more points of comparison 
among brokers. If you do little or no 
trading, you should find a broker that 
doesn't assess an annual maintenance 
charge for inactive cash accounts. 
And if you have a big account, pay 
attention to how much insurance the 
firm has on your behalf against its 
own financial collapse. The required 
Securities Investor Protection Corp. 
policy covers only the first $500,000 
of account equity. ■ 
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Municipal bonds are not just sound investments. Not simply tax-free. 
They're dedicated to improving our communities. To building our bridges, 

our schools, our futures. MBIA insures municipal bonds. We guarantee 
the principal and interest for investors. In fact, as America's leading insurer 

of municipal bonds, we like to think we're building for the future, too. 
Municipal Bond Investors Assurance Corporation, Box 788, White Plains, NY 10602. 
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Taxes 

When was your will vuritten? If it's more 
than a couple of years old, first review this 
primer, then visit your lawyer. 

The bad news 
about 

estate taxes 
By Laura Saunders 

I'F YOU ARE a subscriber to this 
magazine, chances are you 
ihave an estate tax problem. 

The average FORBES reader's net 
worth is $1.4 million, and federal 
estate taxes take up to 60% of all 
assets above $600,000. 

Think of it this way: At a 28% 
federal tax rate you must earmark 
almost $1,400 in pretax income 
to put away $1,000 for your heirs. 
It the federal government takes 
60% of what is left, only $400 of your 
$1,400 ever gets to the intended bene- 
ficiaries. Pretty stiff. "Right now, the 
federal estate tax is by far the most 
confiscatory tax many people face," 
warns Ernst & Whinney tax expert 
David Berenson. States that also get 
biK licks in include New York and 
Massachusetts. 

There are some fairly simple ways 
to minimize the tax, if you don't 
make the mistake of procrastinating. 
"1 tell people that Uncle Sam and the 
states already have an estate plan for 
every citizen," says KI>M<J Peat Mar- 
wick tax expert Milton Schultz. "Un- 
less they contract around this plan, 
their heirs are sure to lose both money 
and control." 

Assuming you want your family to 
retain both, here are some estate plan- 
ning tips. They are most applicable to 
married couples with $600,000 to $2 
million or so in total assets, most of 
them fairly liquid. If you are blessed 
with more wealth, or have complica- 
tions—such as a stake in a closely 
held business or other highly illiquid 
assets—it pays to invest in really ex- 
pert  help.   In   particular,   beware  of 

tarick McDonnell 

treacherous new provisions concern- 
ing family businesses Congress im- 
posed in 1987 (FORBES, Oct. 17, 1988). 

Start with the basics, which are also 
given in IRS Publication 448. Congress 
completely reorganized and merged 
the federal estate and gift taxes in 
1976 and made other radical changes 
in 1981. (Pre-1981 wills are danger- 
ously out of date.) When you die, the 
value of all your property plus all the 
taxable gifts after 1976 that you have 
made during your lifetime are lumped 
together. (Gifts of amounts within the 
tax-free annual limits do not get add- 
ed back.) Then a $600,000 exemption 
is, in effect, subtracted. The remain- 
der is taxed on a graduated scale, with 
gift taxes paid earlier counting as a 
down payment on this tax. 

Note that unless you and your 
spouse are worth several million, you 
probably won't need to make taxable 
gifts during your lifetime, for reasons 
discussed below. 

Above $600,000,  the estate owes 

tax at graduated rates starting at 37% 
and rising to 55% on amounts above 
$3 million, and 60% between $10 mil- 
lion and $21 million. The 55% rate 
was due to drop to 50% in 1988, but to 
save revenue Congress postponed the 
drop indefinitely. Indeed, revenue 
pressures make it likely lawmakers 
will raise estate taxes at some point 
Senate Majority Leader George 
Mitchell (D-Me.) wants to add a 5% 
bracket for estates between $200,000 
and $600,000. 

One relevant point of income tax 
law: Assets that have appreciated get 
a free "step-up" in basis at death 
thereby escaping capital gains tax. So 
if you die  owning a house  worth 
$400,000 that you bought years ago 
for $40,000,  or holding Food Lion 
stock you bought in 1970, there's no 

income tax on the appreciation. 
But that's scant comfort since the 
estate tax is often a lot bigger than 
the capital gains tax and property is 
counted at full market value on the 
estate tax return. 

No matter how large your assets, 
your estate need not pay any tax on 
them if you are married to a U.S. 
citizen. Ever since the 1981 revi 
sion, all property going to a spouse 
is estate-tax free. (If you are mar 
ried to a non-U.S. citizen, beware: 
Congress enacted a little-known 
law in 1988 that often disallows 
this benefit. Run, don't walk, for 
professional help to minimize this 
problem.) 

The marital deduction is a nice fre 
ride, but don't overdo it. If you leav 
everything to your spouse you are in 
effect throwing away a $600,000 ex- 
emption in the transfer to the next 
generation. For couples with assets; 
over $600,000, there is a relatively 
simple solution that preserves the full 
$1.2 million in exemptions. It's called 
a "credit shelter" trust. Essentially, 
things are arranged so that upon th 
death of the first spouse, $600,000 o 
assets passes tax-free into a trust that 
bypasses the other's estate. (Often the 
survivor gets income from it and, in 
emergencies, the principal.) When the 
second spouse dies, the trust is dis 
tnbuted tax-free and the seconc 
spouse's estate gets its $600,000 ex- 
emption as well. 

Credit shelter trusts are the most 
important tax planning tool for cou 
pies with assets greater than 
$600,000. Not setting one up could 
cost your heirs as much as $360,000.1 
"If you don't do anything else, it pays 
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Eight common trusts 

TI rusts revolve around the theme of removing assets 
from your ownership while you retain some say in 

how they will be used. Here are the important ones. 
Credit shelter trust: An indispensable tool for couples 

with assets over $600,000, as it allows full use of each 
partner's $600,000 estate tax exemption. Assets are 
divided, and upon death of the first spouse, $600,000 of 
assets goes to a trust that bypasses the second estate. 
Typically the second spouse receives rights to the in- 
come, and in emergencies the principal, from the trust. 

Qualified terminable interest property (QTIP) trust: Useful 
if one spouse fears the financial consequences of a 
remarriage by the other. Usually set up in addition to a 
credit shelter trust, it receives some or all of the assets 
in the estate over $600,000. The survivor must receive 
all income from the property until death, at which 
point the assets go to a third person. Estate tax on trust 
assets is postponed until the second spouse dies. 

Minor's Section 2503(c) trust: Set up for a minor, often 
to receive a tax-free $10,000 or $20,000 gift. Disadvan- 
tage is that assets must be distributed by the time the 
child turns 21. 

Crummey trust. Useful for those who want to make 
$10,000 tax-free gifts to children, but not directly. The 
money goes to a trust that, unlike a "minor's trust," 
does not have to be distributed at age 21. A disadvan- 
tage is that the beneficiary has a right to withdraw some 

interest or principal for a limited time (say, 30 days) 
each year. 

Life insurance trust. Receives life insurance proceeds in 
order to keep them out of an estate. Can be extremely 
useful for providing liquidity. Disadvantage is that the 
insured must never have owned the policy—or must 
outlive a gift of the policy to a trust by three years—and 
the insured lacks power over the policy, such as the 
right to borrow against it. 

Revocable living (or inter vivos) trust. Trust into which 
grantor puts some or all of his assets and which he 
controls while alive. Does not reduce estate or gift taxes 
but does provide for secrecy (probate is public) and often 
for orderly transition if the grantor becomes incapaci- 
tated before death. 

Charitable lead (or income) trust: Pays some or all of its 
income to a charity for a period of time (either 20 years 
or less, or someone's lifetime), after which the property 
is distributed to noncharitable beneficiaries. Immediate 
income tax deduction for grantor relates to expected 
future payout to charity. 

Charitable remainder trust. Similar to a charitable lead 
trust, except that here the income goes to taxable 
beneficiaries and the principal to a charity when the 
trust ends. Both types of trust are complex, although 
the charitable beneficiary will often help you do the 
paperwork.—L.S. 

to set these up," says KPMG Peat Mar- 
wick's Schultz. But he adds a com- 
monsense caution: If you opt for these 
or any trusts, be careful of the asset 
mix. Schultz once had to untangle an 
estate—planned by someone else— 
where all the income-producing as- 
sets were in one trust and all the in- 
come-requiring assets in another. 

After credit shelter trusts, the most 
useful tax-saving tool is probably the 
annual gift exclusion. Each individual 
can give up to $10,000 a year in cash 
or assets to any other individual tax- 
free. (Remember, these don't get add- 
ed back to your estate.) Thus a 
couple with three married chil- 
dren and six grandchildren 
could give up to $240,000 a year 
tax-free to family members 
alone. Gifts of any amount for 
tuition and medical expenses 
are also tax-free if paid directly 
to the institution. 

Unless you are very wealthy 
or have a very small family, this 
exclusion may be all you need to 
pare your estate, if you are so 
inclined. If you are, the sooner 
you give the more you save your 
heirs in estate tax. Let's say you 
have just bought $10,000 worth 
of a growth stock, which is des- 

tined to triple between now and your 
death 15 years hence. Give the stock to 
an heir now and you keep $30,000 out 
of your estate. 

A tougher question is what to do if 
you are sitting on $10,000 of stock 
bought years ago for next to nothing. 
You could give away the stock or give 
your heir some cash. The correct 
move depends on a lot of variables, 
such as the heir's likely investment 
plans. One reason for not giving away 
the stock is to maximize the step-up 
at death that will save capital gains 
taxes. One reason to give away the 

stock is to take advantage of the reci- 
pient's lower income tax bracket, if 
that is the case. (When you give away 
appreciated property, no capital gains 
tax is due. When the recipient sells, 
the capital gain recorded will include 
all the appreciation during the time 
you owned the property.) But don't 
assume you're in a higher bracket just 
because you're well off. Rich people 
are often in lower income tax brackets 
than middle-income people. 

If you have several million dollars 
and plenty of income, making taxable 
gifts may be a smart move because of 

a complex wrinkle in the tax 
law. The gift tax paid on all tax- 
able gifts at least three years 
before your death escapes being 
included in your estate and 
taxed. On this point, consult an 
expert. 

Worried about spendthrift rel- 
atives? Set limits by making the 
tax-free gifts to a trust. Trusts 
are legal entities that can be de- 
vised to suit every conceivable 
need, but all share several char- 
acteristics. One is that they 
don't let you out of any gift and 
estate tax rules. So if you give 
$15,000 to a trust for one child 
in one year, $5,000 of it counts 
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The Right Kind 
of Assets 

Transportation   CP Rail's 55,500 freight cars 
and 1,250 locomotives move Canada's vital natural 
resources and manufactured goods to market over 
14,600 miles of track. 

B^ 

Real Estate and Hotels   The Vancouver waterfront, one 
of Canada's most valuable pieces of land, is the site of a planned 
$1 billion Coal Harbour development by our real estate company 
Marathon Realty. 

Energy   PanCanadian Petroleum 
has total reserves of 848 million 
barrels of oil equivalent. It has 
11 years of oil and natural gas 
liquids reserves and 28 years 
of natural gas reserves. 

Forest Products   We plant more 
than 30 million seedlings each year 
on our 25 million acres of timberland. 
Tree improvement programs will 
ensure faster, more uniform growth 
of future plantations. 

Manufacturing  Pre-engineered aircraft hangars are 
marketed worldwide by AMCA International's buildings 
group which designs, engineers and erects industrial and 
commercial buildings and provides a wide range of con- 
struction services. 

Focused on Strong Core Businesses 
Our asset base is one of our strengths at Canadian 
Pacific. Our combined land position in energy, forest 
products, real estate and hotels is second to none. 

And we are working harder than ever before to 
develop the full potential of these and all our 
other assets. 

By more aggressive exploration, development and 
acquisition programs in oil and gas; by merging 
and expanding our forest products companies; by 
restructuring and accelerating the development of 
our real estate portfolio; and by freeing up surplus 

railway lands for sale or development. 

At Canadian Pacific we are committed to produc- 
ing higher returns and better quality earnings for 
our shareholders. Using our management skills and 
financial flexibility to get the most out of our assets 
is one of the ways we are doing this. 

For more information about how we are pursuing 
our goal, contact: Vice-President Investor and 
Industry Relations, Canadian Pacific Limited, 
P.O. Box 6042, Station A, Montreal, Quebec, 
Canada H3C 3E4. 

Canadian Pacific Limited 



Taxes 
as a taxable gift. But trusts can be used 
to shift assets (and thus appreciation) 
out of one's estate and still retain 
some say in how it will be used in the 
future. (For several commonly used 
trusts, see box, p. 239 ) 

The drawback is that trusts can be 
cumbersome: They must be drawn up 
by lawyers, be administered by trust- 
ees, file and pay income taxes quarter- 
ly, etc. Administrative fees can run 
from 1% to 3% annually, unless you 
can get an hourly rate. For these rea- 
sons, says Robert Wagman, a financial 
planning partner with Price Water- 
house, "do a cost-benefit analysis be- 
fore you set up trusts. Does the peace 
of mind and control you will get out- 
weigh the aggravations and costs of 
setting them up and maintaining 
them?" 

Another oft-used  estate planning 

The estate tax laws 
are full of traps for the 
unwary. Do you really want 
to make Uncle Sam. your 
biggest beneficiary? 

tool is life insurance (see Bladen col- 
umn, p. 280). Life insurance is, to a 
large degree, exempt from both in- 
come and estate tax—as long as you 
don't own the policy when you die. 
For example, if you give your child a 
tax-free gift of $10,000 a year for five 
years to pay the premium on a 
$500,000 whole life policy on your 
life, the $450,000 profit will escape 
both income and estate tax. This is an 
enormous gift from Congress to the 
insurance industry. Usually, policies 
are priced so that some of this tax 
subsidy actually winds up in your 
pocket. Usually. 

Insurance is particularly useful if 
your estate wili need liquidity to pre- 
vent disposition of illiquid assets at 
fire-sale prices, because estate taxes 
are due nine months after the date of 
death. In such cases, says KPMG Peat 
Marwick's Schultz, "Providing insur- 
ance can be like paying your estate 
taxes at a discount." 

Remember that the foregoing is 
only an introduction to a session with 
a lawyer. The estate tax laws are full 
of traps. It's entirely possible, for ex- 
ample, to make a charitable bequest 
that doesn't get a charitable deduc- 
tion, or a marital bequest that doesn't 
get a marital deduction. Do you really 
want to make Uncle Sam your biggest 
beneficiary? ■ 

HOW TO 
CHOOSE A TAX-FREE 

PORTFOLIO 
STEP 1: CONSIDER 

YIELD POTENTIAL In a 
bond fund, other things being equal, 
lower costs mean higher yields. The 
Vanguard Municipal Bond Fund has 
virtually the lowest operating costs 
in the industry: 0.29 of 1%*—with no 
commissions, no fees. Minimum 
investment: $3,000. 

STEP 2: CHOOSE MATURITY LEVEL. 
The longer the average maturity 
length of the bonds, the higher the 
market volatility—and potential 
returns. 

Vanguard offers you two short- 
term portfolios for lowest risk; two 
intermediate-term portfolios for 
higher yields with some volatility; 
three long-term portfolios for high- 
est yield potential. 

STEP 3: CALL 1-800-662 -SHIP for 
our free Tax-Free Investing Kit. 
*Lipper Directors' Analytical Data, Spring '89 

Please send me the free Vanguard 
Tax-Free Investing Information Kit. 
I understand the Kit contains a pro- 
spectus with more complete infor- 
mation on the Vanguard Municipal 
Bond Fund, including advisory fees, 
distribution charges and other 
expenses. I will read it carefully 
before I invest or send money. 

Vanguard Municipal Bond Fund 
Investor Information Department 95 

Valley Forge, Pennsylvania 19482 
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Taxes 

Thanks to the 1986 "simplification,' the 
rules governing tax losses are now incredi- 
bly complex. But any investor who doesnt 
understand the rules could be in trouble. 

There are losses 
and there 
are losses 

By Laura Saunders 

IN THE CURRENT TAX CODE, Con- 
gress has taken a leaf from George 
Orwell's Animal Farm. All income 

is equal but some losses are more 
equal than others. 

That's because of highly complex 
changes imposed in the 1,811-page 
1986 tax "simplification." It used to be 
that except for capital investments, 
business losses were simply 
losses, deductible against any 
sort of income. Bad enough 
that you had them; at least they 
could shelter other income. 

Not anymore. Now taxpay- 
ers must classify both income 
and losses into separate "bas- 
kets," and certain types of 
losses may shield only certain 
types of income. "The interac- 
tions between them are so 
complex that even accoun- 
tants have no idea what is go- 
ing on," says Kenneth Cooke, 
a Price Waterhouse partner in 
Columbus, Ohio. 

Why did Congress muddy 
the waters so? In an effort to 
stamp out tax shelters. Shel- 
ters typically produced losses 
in early years and gains later, 
so taxpayers used the early 
losses to offset salary income, 
in effect deferring taxes on it 
for years. This is next to im- 
possible now. Essentially, the 
new system divides losses into 
categories: business, capital, 
portfolio (or investment) and 
passive. 

Business losses are generated 
by a trade or business that you 

"actively" engage in. If you're going to 
lose money, do it this way. These 
losses are fully deductible against all 
types of income. Interest on a loan 
used to run a business goes in this 
category. If you have more losses than 
income, the excess carries over to fu- 
ture years or even back to prior years 
in some cases. One catch is that you 
have to make money from this busi- 
ness at least some of the time, or the 
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IRS will call it a nondeductible hobby. 
Showing a profit in at least three of 
every five consecutive years is enough 
to get you off this hook. 

Next, capital losses. These are losses 
from the sales of investments in, for 
example, a painting (if you can prove 
you bought it for investment), stocks, 
bonds or gold. Losses on homes are 
not deductible against anything, even 
though profits on homes are some- 
times taxable. 

You can deduct unlimited capital 
losses only against capital gains. So 
you can use $10,000 in losses on stock 
sales in 1989 to shield fully a $10,000 
gain on the sale of a piece of land in 
1989, but not $10,000 of 1989 salary 
income. 

Once capital gains and losses have 
been netted, you may deduct up to 
$3,000 of unabsorbed capital losses 
against other income and carry over 
the rest to future years. Modifying the 
above example—a $10,000 capital 
loss but no capital gain—you would 
deduct only $3,000 of the loss and 
carry forward $7,000. 

If you had a $ 10,000 capital loss and 
a $5,000 gain, you would apply $5,000 
of the loss to the gain, then deduct 
$3,000 against other income and carry 

over $2,000. The principle for 
capital loss carryovers is the 
same   as  for  current  losses 
They   are   fully   deductible 
against capital gains, and up to 
$3,000 of the excess may be 
deducted   each   year   against 
other income. 

Since the loss carryforward 
doesn't expire, there's no point 
in taking gains quickly merely 
to absorb the loss. 

Then there are what might 
be called portfolio losses, inter- 
est on debt incurred to make 
investments. You may deduct 
as much of this interest as you 
have portfolio income—inter- 
est, dividends, royalties and 
net capital gains—plus, under 
1986 phaseout rules, 20% of 
the first $10,000 of the bal- 
ance. Notice that only net cap- 
ital gains—those remaining af- 
ter absorbing your capital 
losses—are tossed in the bas- 
ket. So if in 1989 you pay 
$10,000 in margin interest and 
have $4,000 in dividends, 
$3,000 in capital gains and 
$2,000 in capital losses, you 
may deduct all of the capital 
loss, plus $6,000 of the margin 
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interest. The unused $4,000 can be 
carried forward against future portfo- 
lio income but can't be used to absorb 
other kinds of income. 

Worst of all art passive losses. This is 
the category tax-writers created to 
punish shelter-seekers. Beginning in 
1991, passive losses are deductible 
only to the extent that you have pas- 
sive income (until then, under a near- 
ly depleted phase-in rule, you get to 
deduct against other income a small 
fraction of passive losses: 20% this 
year and 10% next). Otherwise, pas- 
sive losses carry forward from year to 
year and may not be deducted until 
you are able to generate other passive 
income or dispose of the investment 
that generated them. 

The logic here is that you shouldn't 
be able to take what are probably pa- 
per writeoffs. When you 
finally sell the tax shelter 
you can deduct your out- 
of-pocket, hard-cash loss, 
if the investment really 
did make you poorer on a 
pretax basis. Which it 
probably will have done— 
tax shelters are notorious- 
ly lousy investments. 
(Nowadays there's little 
good to be said for a shel- 
ter. If you're trying to lose 
money, why bother to 
earn it at all?) 

Passive losses are losses 
thrown off by a "passive 
trade or business" in 
which you invest. In ef- 
fect, that includes nearly 
all limited partnerships, 
especially if they involve 
rentals of any kind—equipment, real 
estate, airplanes or boats, for example. 
With one exception, all rental activi- 
ties are presumed passive by law. 

An exception is made if you active- 
ly participate in the rental of property 
and have under $150,000 of adjusted 
gross income. Another exception ap- 
plies to people with so-called "work- 
ing interests" in some oil and gas part- 
nerships, meaning that the partners 
share operational and development 
expenses. So, too, with certain inves- 
tors in low-income housing projects 
and rehabs of historic buildings. 

Suppose you don't qualify for one of 
the exceptions. Now the question is, 
what's the difference between activi- 
ty and passivity? The IRS usually 
looks to several standards to deter- 
mine whether or not you "materially 
participate" in the investment. Do 

you spend more than 500 hours a year 
on it? Are you the only person who is 
involved in it? Do you spend at least 
100 hours a year on the investment, 
and more than on other investments? 

Or, if you have several investments 
to test, do you spend at least 100 
hours a year on each of more than 
two, and does the total add up to more 
than 500 hours a year? Have you ma- 
terially participated in five of the last 
ten years—or, if it is a personal service 
business, in the three prior years? 

If the answer to any of these ques- 
tions is "yes," then the losses are 
probably business losses and are de- 
ductible against all types of income. If 
not, the losses will likely languish 
until you dispose of the investment. 
An investment you buy from a stock- 
broker is unlikely to be active. 

A tisket, a tasket 
Put losses into baskets. The Tax Complication Act of 
1986 classifies losses into four categories and restricts 
how they may be deducted. Here's a rough guide to 
which losses are deductible against which income—but 
believe us, it's really a lot more complicated than this. 

Type of loss 
Business 
income 

Capital 
gains 

Portfolio 
interest & 
dividends 

Business losses full full full 

Capital losses up to $3,000'        full      up to $3,000' up to $3,000 

Portfolio interest cost full full 

Passive losses 

'Not to exceed a total of $3,000 for all of these categories of income. 2Except for 
up to $25,000 in losses from actively managed real estate for taxpayers with 
adjusted gross incomes of $150,000 or less 

The other way of dealing with the 
shelter is to dump it. But this may be 
unpleasant, too, if you took writeoffs 
on the shelter before 1986. You may 
wind up owing taxes even if you sell 
at a loss. Also, the secondary market 
for shelters is currently so thin that 
you will probably get only a fraction 
of the economic value of the partner- 
ship interest. 

Price Waterhouse's Kenneth Cooke 
offers this hypothetical. You invested 
$30,000 cash in a limited partnership 
in 1982. The partnership then bor- 
rowed money, of which your share is 
$250,000, and produced losses of 
$60,000. Of the losses, you were able 
to deduct $50,000 before the 1986 tax 
changes took effect and had to post- 
pone the other $10,000. You now have 
a "basis" of $220,000, which is the 

original $30,000 plus the 
$250,000 of debt, minus 
the $60,000 of total losses. 

Next year you sell the 
partnership for $5,000. 
That means your gain is 
$35,000 ($250,000 of debt 
assumed plus $5,000 of 
cash proceeds, minus the 
basis). Of that, $5,000 is 
capital gain, and $30,000 
is passive gain. Then you 
apply the $10,000 of sus- 
pended losses against the 
$30,000 passive income, 
and wind up with $5,000 
of capital gain and 
$20,000       of       passive 

Passive 
income 

full 

full 

In the meantime, the best you can 
do is to come up with passive income 
to absorb the losses. Interest, divi- 
dends, capital gains, and returns from 
so-called master limited partnerships 
do not qualify. Rental income from a 
passive investment in real estate 
could qualify. Indeed, many brokers 
are peddling so-called passive income 
generators. These are partnerships or- 
ganized like the shelters of old but 
without any leverage. 

A piece of a shopping mall bought 
for cash might indeed throw off real 
cash income, which would be shel- 
tered by those otherwise useless pas- 
sive losses you have. But what if the 
general partners in the deal are the 
same sorts of operators who sold you 
the old shelter—with the same high 
fees and commissions? You may be 
throwing good money after bad. 

income. 
Net result: You owe tax 

on $25,000, even though 
you sold your investment 

at a loss of $25,000. "People forget 
that they've gotten the benefit of the 
other $50,000 of losses earlier," says 
Cooke. 

If you're stuck with passive losses, 
here is one scheme that may help. If 
by chance you own part of a profitable 
corporation in which you don't mate- 
rially participate, persuade the share- 
holders to elect Sub-S status. Then 
your Sub-S income will be considered 
passive and can offset your losses. 

Does all this sound complicated? It 
could get a lot worse. The Bush Ad- 
ministration wants to restore a re- 
duced tax rate for long-term capital 
gains. Such a change would, when 
coupled with the antishelter rules 
outlined above, create mind-boggling 
new complexities. Your tax savings 
might be eclipsed by higher bills from 
your accountant. ■ 
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Bonds 

Should you play with high-yield bonds? 
Only if you buy a diversified list and are 
reasonably certain that there wont be a 
major recession soon. 

It's not all junk 

By John Heins 

Pfc RINCETON ECONOMIST Burton 
" Malkiel, a student of Wall 
Street for the past 30 years, is 

bullish on bonds but leery of junky 
ones (see story, p 180). But the $190 
billion junk bond market continues to 
confound Malkiel and other equally 
distinguished skeptics. The 
stock market crash, Drexel 
Bumham Lambert's woes, and 
the giant RJR Nabisco leveraged 
buyout—all bounced off the 
high-yield market, causing no 
sustained damage. 

So you may have decided to 
take the plunge into iunk. After 
all, long-term iunk bonds have 
returned a compound average 
14% annually—capital gains 
and losses and interest com- 
bined—since Jan. 1, 1980. That 
is 1.5% per year better than in- 
vestment-grade corporates and 
nearly 3% better than compara- 
ble maturity Treasurys. 

Past returns, of course, are no 
guarantee of future investment 
success. The figures are for junk 
bonds as a group, not for indi- 
vidual bonds, some of which 
have sustained big losses. The 
trick to successful junk bond in- 
vestment, then, is the same as for any 
kind of investing: caretul selection 
and intelligent diversification. 

Consider the generic risk of iunk 
debt: the risk of a broad economic 
decline. Probably 90% of all existing 
iunk bonds have been issued since 
1985, so have yet to be tested by a 

BSion. It's very hard to quantify 
this risk, hut it cannot be ignored, and 
it could offset much of iunk's yield 

advantage, now three to six percent- 
age points over U.S Treasurys. 

The second risk is equity risk—that 
is, the risk of owning a stock. How so? 
As a result of the 1980s corporate re- 
structuring frenzy, in which compa- 
nies have liberally swapped equity for 
debt, some 60% of industrial public 
debt issuers are currently rated below 

Patrick M 

investment grade (which means they 
carry lower than a BBB- rating from 
Standard & Poor's or a Baa3 from 
Moody's). In most cases the com- 
pany's debt is backed not so much by 
tangible assets as by future—and un- 
predictable—cash flows. In this way a 
iunk bond is more like a stock than a 
bond—except that the upside poten- 
tial is much less for the junk bond 
than for the common stock. 

Thus, junk bond analysis has be- 
come more and more like stock analy- 
sis. Where is the company's industry 
headed? How will new products fare? 
How strong is current management? 

As a result, junk bonds tend to track 
the stock market more closely than 
the bond market. Salomon Brothers 
found that for the four years ending in 
1988, the correlation between Salo- 
mon's high-yield bond index and that 
of the s&p 500 was 63%. The junk 
index' correlation with a high-grade 
corporate bond index was less, at 
57%. After the market crash, junk 
bond prices fell—in response to cred- 
it-quality concerns—while high-grade 
bonds rose on the expectation of a 
recession-induced fall in interest 
rates. Don't expect junk bonds to be- 
have like other corporate bonds—they 
are different animals. 

The third risk is one present in any 
bond, the risk of a rise in interest 
rates. If they go up sharply, bond 
prices will go down. 

Put the three kinds of risk together, 
and how perilous is junk? The uncer- 
tainty in an individual bond is high. 

Consider:  Maxicare junk that 
traded around 100 in 1987 now 
trades at 4. 

But what is true of individual 
low-quality bonds is not neces- 
sarily true of low-quality bonds 
in the mass. A diversified port- 
folio of junk bonds can be more 
stable than a portfolio of quality 
bonds.   That   is   because   the 
"equity" movements in individ- 
ual junk bonds—from a rising or 
falling earnings outlook, for ex- 
ample—tend to offset each oth- 
er. One bond loses in quality but 
another gains. For example, cer- 
tain Bethlehem Steel bonds now 
trade at 96, up from 50 three 
years ago. In a large portfolio 
this bond's gains might have 
offset losses from a Maxicare, 
say. (In a major recession, of 
course, this might not hold, be- 
cause all the bonds might be 
slipping in "equity" value.) 

In the mass, junk bonds also are 
usually less sensitive to interest rate 
movements than are high-grade corpo- 
rates. That's because the higher cou- 
pons and generally shorter maturities 
on junk bonds provide a faster return of 
capital to the investor. Less of the junk 
bond's worth represents distant inter- 
est   and   principal   payments.   This 
means a given interest rate change— 
which raises or lowers the present 
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Picking through the junk pile 
Using hints from the stock market, money manager   higher or lower than what you would expect, given 
Marko Budgyk looks for junk bonds that have yields   level of risk. He finds these junk bonds mispriced. 

the 

Company/issue Price Leverage1 Volatility2 
S&P 

rating 
Expected 

rating 
Actual 
yield3 
 Yield premium- 

actual4     expected4   di ference 

Buy 

Carolco Pictures/14% of 1993 93 1.35 46% B B + 16.5% 7.6% 2.6% 5.0% 

Home Shopping Network/11 3/4% of 1996 91 1.65 50 B + B + 13.6 4.8 2.6 2.2 

McCaw Cellular/1295% of 1999 98 1.32 39 CCC BBB + 13.2 4.6 2.4 2.2 

Fruit of the Loom/12 3/8% of 2003 93 2.65 46 CCC + B + 13.5 4.8 3.6 1.2 

Turner Broadcasting/12 7/8% of 1994 101 1.40 40 B- BBB- 12.5 3.8 2.6 1.2 

Mattel/11 5/8% of 2003 93 1.40 32 CCC + BB 12.7 4.0 2.9 1.1 

Vons/13% of 2001 101 2.15 34 B- BB- 12.8 4.1 3.2 0.9 

Tele-Communications/12 3/8% of 2003 102 1.90 31 B BBB 12.0 3.3 2.5 0.8 

Jones lntercable/13% of 2000 99 1.95 30 B- B + 13.2 4.6 3.9 0.7 

Quantum Chemical/13% of 2004 100 3.20 34 B B + 13.0 4.1 3.4 0.7 

SeU 

Orient Express Hotels/10 1/4% of 1998 87 1.85 75 BB- CCC + 12.6 3.9 6.5 -2.6 

Kerr Glass/13% of 1996 99 2.80 30 B- CCC + 13.2 4.5 6.4 -1.9 

Coca-Cola Bottling Cons/12 1/8% of 1995 103 1.90 27 BB + B 11.3 2.6 4.2 -1.6 

Nortek/11 1/2% of 1994 93 5.70 36 B- CCC + 13.4 4.7 6.3 -1.6 

Mark IV/13 3/8% of 1999 99 7.40 37 B- CCC + 13.5 4.9 6.2 -1.3 

Anchor Glass Com/13 3/8% of 2000 101 4.20 44 B B- 13.2 4.5 5.8 -1.3 

Carter Hawley Hale/12 1/2% of 2002 94 7.60 31 B- CCC + 13.5 4.8 6.0 -1.2 

Showboat/13% of 2004 100 2.45 37 B- B 12.9 4.2 5.0 -0.8 

Shoney's/12% of 2000 100 2.70 34 B B + 12.0 3.3 4.0 -0.7 

Masco/10% of 1995 95 2.75 26 B + BB- 11.3 2.6 3.2 -0.6 

1 (Total debt + market value), market value.    "Annualized standard dev 
maturity     ^Yield premium over comparable maturity Treasury security. 

ation of stock price baset on price activity of the last six months.    ^Yields are yield to 
Source Houlihan, Lokew Howard & Zukin, Inc. 

value of distant payments more than it 
affects imminent payments—has less 
effect on the bond's price. 

But, again, diversification is the 
key. To achieve the desired diversifi- 
cation, mutual funds are a good bet. 
There are several mutual funds with 
good records, including T. Rowe 
Price's High Yield Fund and Fidelity's 
High Income Fund. To buy high-yield 
bonds on your own, come to the party 
with at least $250,000. Less than that 
and you can't diversify without run- 
ning up horrendous transaction costs. 

To separate the wheat from the 
chaff in the junk bond market, we 
asked Marko Budgyk, president of Los 
Angeles-based Houlihan, Lokey, 
Howard & Zukin Investment Man- 
agement, to put together a table of 
buys and sells (see above). The 1,000 
issuers Budgyk follows all have public 
equity outstanding, and he uses a 
company's stock values and trading 
activity in a statistical model to target 

bond mispricings. 
Budgyk says there is a direct, mea- 

surable relationship between a com- 
pany's equity and debt values. He 
ranks bond issuers primarily on the 
interplay of three variables: equity 
market value, leverage and stock mar- 
ket volatility. He first judges a bond's 
inherent riskiness on the basis of the 
issuer's balance sheet leverage and 
stock market behavior. Then he sees 
if that riskiness is adequately reflect- 
ed in the bond's yield. If the yield is 
lower than one would expect, given 
the level of risk, then the bond should 
be avoided; if the yield is higher than 
one would expect, the bond is a buy. 

Budgyk's model seems to work. His 
buy list from FORBES' 1988 money 
guide has risen 17% in the past year, 
while his sell list rose only 5%. The 
average junk bond fund over the same 
period rose 9%, according to Morn- 
ingstar, Inc., a mutual fund research 
firm in Chicago. 

Among Budgyk's current buys are 
improving credits such as Carolco 
Pictures, Home Shopping Network 
and Mattel, whose bonds still trade 
well below par and offer a much high- 
er yield to maturity than Budgyk 
would expect, given the firms' future 
prospects. Cable TV operators Tele- 
Communications and Jones Inter- 
cable are maturing, and will com- 
mand higher bond prices when 
viewed more as utilities than high- 
growth companies, says Budgyk. 
What about stock market darling 
McCaw Cellular, the cellular phone 
company? "The company's account- 
ing fundamentals are horrible," says 
Budgyk, "but its future economic fun- 
damentals are fantastic." 

Overpriced issues, by Budgyk's 
reckoning, include bonds from such 
firms as retailer Carter Hawley Hale, 
building supply firm Nortek, con- 
glomerate Mark IV Industries and ho- 
tel operator Orient Express Hotels. ■ 
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Worried about inflation? Consider a bond 
linked to copper prices or a certificate of 
deposit linked to the cost of living. 

Fixed income 
with a hedge 

By Ronit Addis 

IN 1780 THE CASH-SHORT ^ 
Commonwealth of Mas- 
sachusetts, paid its soldiers 6% 

treasury certificates indexed to the 
prices of corn, beef, wool and leather. 
That's one way of beating inflation, 
which was out of control during the 
Revolution. Today, the corn and beef 
notes no longer circulate, but there 
are other ways to hedge against a de- 
preciating dollar. Bonds and certifi- 
cates of deposit are available with 
payoffs tied to natural gas, copper, 
silver, stocks, college tuition and the 
cost of living. 

The obvious way to hedge against a 
collapsing currency is to stash some 
of your money in some kind of hard 
asset, like gold. The problem is that 
gold pays no dividend; quite the con- 
trary, it costs money to hold, for in- 
surance and storage. A preferable al- 
ternative would be to lend gold out 
and get repaid, with interest, in gold. 
In t.ict, those were the terms of most 
bonds prior to 1933, when the U.S. 
left the gold standard. 

Although banks sometimes make 
gold-denominated loans to gold pro- 
ducers, gold bonds are not widely 
available. One of the more famous 
wis the Giscard, a 7% French govern- 
ment bond issue of 1972 (it matured 
in 1987). There are, however, eight 
series ot silver-indexed bonds issued 
by Sunshine Mining in the early 
1980s that trade on the New York 
Stock Exchange. These bonds pay $80 
to $ 107.SO annually per $ 1,000 of orig- 
inal face value, in semiannual cou- 
pons not linked to silver prices. At 
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maturity (which ranges from 1994 to 
2004), the bondholder collects the 
greater of $1,000 or the dollar value of 
a certain number of ounces of silver, 
ranging from 50 to 80. With silver 
trading at $5.20 an ounce now, the 80- 
ouncc bond would be worth more 
than $1,000 at redemption only if sil- 
ver averages price gains between now 
and 1995 of nearly 16% annually. 
Sunshine Mining has been losing 
money since 1985; the bonds are trad- 
ing between 83 and 99. 

Magma Copper Co. offers a varia- 
tion on this theme in a bond with a 
quarterly interest payment deter- 
mined by the average price of copper 

during that period. The bond pays at a 
12% annual rate if copper prices aver- 
age 80 cents a pound or less; the rate 
tops out at 21% when copper hits $2. 
The principal is not indexed. Magma 
has the option to pay half the interest 
in additional notes if copper gets as 
low as 80 cents. The bond, due in 
1998 and rated upper junk (Standard 
& Poor's BB-), trades at 102. 

Presidio Oil has $100 million of gas- 
indexed notes outstanding. These 
notes, which mature in 1999, carry a 
coupon rate of 13l/4% and pay up to 
43/4% additional interest when spot 
gas prices exceed $1.75 per million 
BTUS; the principal is not indexed. Gas 
is currently running about $1.54. The 
bond, rated B-, is trading at 100. 

Gold-backed bonds are tough to 
find. A recent gold-linked issue from 
Eksportfinans, a Norwegian export fi- 
nance company, is just the reverse of 
what an inflation hedger needs: It in- 
corporates a bearish play on gold, that 
is, a bullish stance on the dollar. 

If you are bearish on the dollar but 
not other currencies, skip the com- 
modity bonds and buy a foreign-cur- 
rency bond. Sallie Mae, which makes 
a secondary market in student loans, 
has also floated several complicated 
yen-linked issues in which the inves- 
tor is betting against the yen or 
against the dollar. 

Banks offer some intriguing varia- 
tions on fixed-income investing. 
Chase Manhattan sells certificates of 
deposit that incorporate a bullish or 
bearish play on S&P 500 futures. You 
give up some or all of the interest 
you'd normally collect in return for 
what is in effect a stock index option. 
College Savings Bank in Princeton, 
N.J. offers a long-term CD that pays 
interest at 1 point less than the annu- 
al rate of inflation in college tuition. 
And Franklin Savings Association in 
Ottawa, Kans. is selling CDS with an 
interest rate set at 3 percentage points 
over inflation as measured by the 
Consumer Price Index. That's a safe 
but meager investment. Your neigh- 
borhood savings and loan probably 
pays CD rates that beat current infla- 
tion by 4 or more points. 

Look at it this way. You could buy a 
conventional long-term bond or CD 
and take the risk of getting hammered 
by inflation. Or you could go to an 
indexed bond and risk getting 
thrashed in gold, stock futures or 
Swiss francs. It's kind of hard to make 
a completely safe investment and get 
a good return. ■ 
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When it comes to on-time delivery, 
they're overnight sensations. 

They move 20 million pounds of freight daily, serving 
50,000 communities in 30 states and two Canadian 

provinces. These are the CF companies specializing in 
next day delivery for regional shippers: Con-Way 

Western Express I CWX) in California, Arizona and 
Nevada; Con-Way Central Express (CCX) in the Mid- 

western Stater; Con-Way Eastern Express (CEX) in the 
Northeastern States and Eastern Canada; Con-Wax- 

Southern Express ICSE i in the Southeast. 

Four regional carriers, serving four distinct geographical 
areas. Each is independent, with its own identity. 

equipment and work force. But all are part of the CF 
family. So you can depend on their financial stability, 

modern fleet and terminal facilities, and advanced com- 
munications technology. All are dedicated to staying 

miles ahead in service by placing the customer's needs 
first, and delivering each shipment on-time, everytime. 

Because there's only one sensation we want our 
customers to feel. Satisfaction. 

COnSOLIDRTED 
FREIGHTWAYS. IflC 

Company 

MILES AHEAD 
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Computerized Investing 

Can computers run an investment portfo- 
lio better than human analysts can? Here's 
a mutual fund outfit that thinks so—and 
achieves excellent results. 

Calculated risk 

By Jonathan Clements 

JARROD WILCOX wears pinstripe 
suits and white shirts. Only one 
picture adorns the walls of his 

spartan 12th-floor office overlooking 
Boston's South Station. "Turnover is 
often an excuse for feeling you're do- 
ing something," says Wilcox, 45, who 
seems as clinical as the computer be- 
hind his desk. "I'd rather lie on the 
beach than sit here and turn over 
stocks, unless there's some value in 
it." Wilcox, who takes a certain de- 
light in tearing down the fondly held 
truths of fellow money managers, 
may well have just created a myth of 
his own. It's very difficult to imagine 
Jarrod Wilcox lying on a beach. 

Wilcox took over Colonial Manage- 
ment's equity department in 1985 af- 
ter spending five years at Battery- 
march Financial, one oi 
the first money manage- 
ment firms to adopt com- 
puterized investing. "(Co- 
lonial's] was a very con- 
ventionally run equity 
department with very av- 
erage results," he recalls. 
"I don't think they knew 
what they were getting." 
First, Wilcox gave up try- 
ing to time the market. 
Then the department's six 
analysts departed. Colo- 
nial's two fund managers 
quickly followed. 

In their place, Wilcox 
new portfolio 
and a lot of 
power. Today 
equity group, 

which is the only mutual 
fund complex run wholly 

by quants (as computerized investors 
are known), manages 13 funds with 
total assets of $560 million, up from 
$180 million three years ago. 

In 1987 five of Colonial's eight 
front-end load funds outperformed 
the Lipper average for their mutual 
fund group. Last year all eight beat 
their group average. (The other five 
Colonial equity funds—three variable 
annuity funds offered through John 
Hancock and two back-end load 
funds—were launched in 1988.) 

Only three of Colonial's stock pick- 
ers managed money before coming to 
Colonial. Four of the fund managers 
have Ph.D.s in finance, management 
or economics. Among them is Daniel 
Rie, a former Wharton business 
school finance professor. "We know 
the market is pretty efficient," says 
Rie,    a    mustachioed    48-year-old. 

put  seven 
managers 
computer 
Colonial's ( olonial Management's Jarrod Wilcox 

"it's the uncomfortable stocks that make the money 

"Without any analysis, index funds 
can beat three-quarters of the manag- 
ers who are out there. That doesn't 
say very much for individual compa- 
ny analysis on an ad hoc basis." 

So how do Colonial's portfolio 
managers get their edge? Not by eval- 
uating management or forecasting 
earnings and sales. Says Rie, "If I 
think a company is going to make $2 
next year and my competitors think 
it's going to make 50 cents, that's 
worthless, because they're as likely to 
be right as I am." 

Instead of trying to outguess Wall 
Street on earnings estimates, Colo- 
nial's equity managers try to discov- 
er—and then add to their computer 
models—those contributors to share 
price movement that aren't consid- 
ered by others. "Where I think we do 
have an edge is in picking up various 
aspects of the way that people buy 
securities that tends to cause them to 
go to extremes, whether it's overpric- 
ing or underpricing of particular is- 
sues," argues Rie. 

Which leads Colonial to buy a lot of 
stocks that other fund managers 
wouldn't even touch. "On average, 
it's the uncomfortable stocks that 
make the money," says Wilcox, echo- 
ing a theme made famous a few years 
ago by Batterymarch's "hate list" 
portfolio. "People feel that good com- 
panies will be good stocks, but almost 
always the reverse is true." What 
makes a stock uncomfortable? 
Among these lepers are the cyclicals, 
the legally embattled, the no-growers, 
the small, the unprofitable and the 
rapidly plunging. 

At Mar. 31, for instance, 
three of the largest hold- 
ings in the Colonial VIP 
Aggressive Growth Fund 
(which Wilcox runs) were 
Biogen, Winsor Industrial 
Corp. and Athlone Indus- 
tries. Biogen, a Cam- 
bridge, Mass.-based bio- 
technology company, to- 
day trades at just 14, down 
from 21 in 1986, because 
of disappointing earnings. 
The stock price of Hong 
Kong's Winsor Industrial 
Corp., a textile company, 
has been battered by 
doubts about the island's 
integration with China. 
Athione, meanwhile, has 
tumbled on the stock 
market because investors 
fear  this   specialty  steel 
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producer may sink back into 
financial difficulties. 

Individually, such stocks 
are shaky, but in a diversified 
portfolio they don't contrib- 
ute an undue amount of risk. 
One of Wilcox' final steps in 
selecting stocks is to check 
his portfolio using an "opti- 
mizer" computer program, 
which weights the holdings 
to get the most mileage pos- 
sible from diversification. 
That is, if one stock tends to 
zig when another zags, they 
balance each other in a port- 
folio. There are programs 
that will do this kind of opti- 
mization    for    individuals. 
CDA   Investment   Technol-      
ogies in Rockville, Md., for example, 
sells a $525-a-year mutual fund opti- 
mizer that aims to show a mix of 
funds with the greatest likely return 
for the least level of risk. 

Colonial also tries to get an edge on 
order execution. Its Small Stock Index 
Trust, which invests in the smallest 
20% of NYSE issues in terms of market 
value, is managed by Paul Samuelson, 
the 36-year-old son of the Nobel 
Prize-winning economist. "The aver- 
age stock price for this particular uni- 
verse is about $15," explains Samuel- 
son. "That means the spreads are 
wide as a percentage of the price. If 
you're paying a quarter on a $2 stock, 
you feel sick. You've just given away 
10%." Samuelson's solution is to use 
limit orders rather than buy at the 
market price. Individuals can profit 
from this advice (see story, p. 232). 

Richard Huaard 

Fund manager Paul Samuelson 
Keeping an eye on those spreads. 

Skimping on trading costs helped 
the Colonial Fund outperform the 
Lipper average for growth and income 
funds by almost 7% last year. Portfo- 
lio manager Christian Bertelsen, an- 
other ex-Batterymarch employee, 
loaded up on stocks after the October 
1987 crash and then let the portfolio 
run, unchanged, from December 1987 
to September 1988. 

Bertelsen uses the yield on long 
Treasury bonds as a guide to stock 
values. He's looking for companies 
that have either an earnings yield bet- 
ter than this bond yield, currently 
8.6%, or a dividend yield better than 
two-thirds of the bond yield. (The 
earnings yield is the reciprocal of the 
P/E ratio. For example, a stock with 
earnings per share of $8 and a price of 
$100 has an earnings yield of 8%.) 

Further criteria are low debt, rising 

earnings and rising stock 
prices. "Value investors tend 
to be early purchasers," ex- 
plains Bertelsen. "When a 
stock trickles down into the 
value parameters, there's a 
tendency to jump on it and 
say, 'Oh boy, here's a value 
stock.' There's then a long 
and tortuous ride, but even- 
tually it works for them." As 
of Mar. 31, Bertelsen's top 
holdings were UST Corp., 
Pennwalt and Ford. 

For the table, we used a 
personal computer fitted 
with Media General and IBES 
databases to screen for stocks 
a la Bertelsen. Our cutoffs 

     were   earnings   yield   of  at 
least 8.8%; debt less than half of equi- 
ty; earnings higher in the last fiscal 
year than the year before, and expect- 
ed to rise again in the current fiscal 
year. The FORBES data come as part of 
a fairly expensive package from Lotus 
that includes Value Line Database 
Service. However, it is possible for 
investors who want to do only a few 
screens to do them at hourly rates 
from CompuServe and Dow Jones 
News/Retrieval. 

Using computers to beat the aver- 
ages is not foolproof. Any database 
has companies with incorrect num- 
bers or numbers that are misleading 
(it's hard to capture a footnote in a 
number field). In short, the computer 
screen is only a starting point for fur- 
ther research. But it is gaining wider 
currency as the data improve and the 
costs of computing come down. ■ 

Computer-preferred 
Colonial Management 
computer to ferret out 

s Christian Bertelsen uses his 
low-debt companies with high 

yields and modest price/earnings 
list was put together using similar 

ratios. This eclectic 
criteria. 

Company Industry 
Sales 
($mil) 

Debt/ 
equity Price1 Yield 

P/E 
ratio2 

1989 earnings 
estimate 

Applied Materials film processing $174 14% 31 VA 0.0% 11 $3.10 

BankWoicester financial services 84 3 17% 5.8 12 1.51 

Burlington Coat Factory Whse apparel retailer 575 9 23 0.0 11 2 16 

Colonial BancGroup CI A commercial bank 130 30 lOW 5.7 10 : JO 

Commercial Metals metal processing 1,129 18 21 1/8 2.1 8 2.72 

Cyprus Minerals copper, coal mining 1,327 12 39 W 2.0 5 7.23 

Delta Air Lines airline 6,793 33 70 1.7 9 8.42 

Nike CI B footwear manufacturer 1,203 7 37% 1.6 9 4.62 

Paccar truck manufacturer 2,448 5 50V4 2.0 10 5.44 

Proler International iron recycling 105 5 73% 1.9 6 15.00 

'As of May 30.    2On trailing 12 months' earnings Sources i Media General. Institutional Brokers Estimate System (IBES), 
a service of'Lynch, Jones & Ryan, via Lotus CD Investment 
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Computerized Investing 

If you insist on shooting craps in the op- 
tions markets, at least make sure you have 
the proper equipment. Here are some leads 
on hard- and software. 

The computer 
option 

By Evan Sturza 

THIS ARTICLE WILL present the 
case for option software. But 

let's be candid at the outset 
about what this software can and 
can't do for you. It will not give you a 
leg up on floor traders and profession- 
al arbitragers, who are probably 
equipped with more powerful soft- 
ware and faster computers. It will 
not change the basic rules of the 
game, which are heavily stacked 
against the individual player. At 
best, your PC will leave you at 
less of a disadvantage. 

Stocks and bonds are a positive 
sum game: Over time, they ap- 
preciate (on average) and pay divi- 
dends. This is not the case with 
options, where for every winner 
there is a loser, and then some. 
Somebody has to pay the over- 
head at the casino. The individ- 
ual small player pays most of it. 

Still want to play? Can't resist 
the excitement and the prospects 
of terrifically high leverage? Okay, 
let's visit James Posner, 62, a New 
York City retail marketing consultant 
by profession and option player by 
avocation. Posner wakes up at 6 a.m. 
to get a jump on "all of the small 
guys." 

His computer has already been at 
work. At 1 a.m. his Compaq 286 auto- 
matically dialed into Dial Data, a ser- 
vice from Track Data in New York 
City, and pulled in the closing prices 
and trading volume on 400 stocks and 
options, at a cost of about $5. 

The information then gets pro- 
cessed through AIQ StockExpert, a 
$688 program from AIQ Systems in 
Incline Village,  Nev. This program 

ranks stocks on technical criteria 
such as volume and moving averages. 
People who have made money from 
technical trading over a long period of 
time are exceedingly scarce, but 
Posner swears by the system. He uses 
a Lotus 1-2-3 spreadsheet to display 
AIQ'S most timely stocks and their 
option prices. 

Posner employs a covered call strat- 
Guiffra Biddle 

Option aficiotutdo James Posner 
You have to rise early to out-trade him. 

egy, also known as buy/write. You 
buy shares of a company on which 
you are bullish—or, as in Posner's 
case, one that seems to have good 
short-term profit potential—and then 
sell a call option against those shares. 
Say the stock is at 50 and you sell calls 
exercisable at 55 for $3 each. If the 
stock climbs above 55, it will be 
called away from you. But you will 
have made $8, $5 on the stock plus $3 
from an option premium. If the stock 
collapses, you've lost $3 less than 
someone who bought but didn't write 
the call. 

In the evening Posner updates his 
portfolio and downloads closing 
prices on 600 stocks and options into 

his spreadsheet from Lotus Signal, a 
service which uses a portion of the FM 
band not normally used by radio sta- 
tions. (Cost: about $240 a month, in- 
cluding exchange fees.) 

Despite the option involvement, 
selling covered calls is a conservative 
way to invest, reducing the volatility 
in the portfolio somewhat. This is 
partly because the steady premium 
income stabilizes returns, but also be- 
cause one contributor to volatility— 
namely, the possibility of a terrific 
capital gain—is eliminated. Posner 
has set up his spreadsheet to display 
hypothetical annualized returns, as- 
suming all stocks rise enough to put 
the calls in the money. Then, he sorts 
for the 25 highest returns. 

The chosen stocks go into Option- 
Vue Plus, a $695 program from Op- 
tion Vue Systems International in Ver- 
non Hills, 111. This program works 
backward from a well-known option 
valuation formula to calculate what 
degree of volatility the options mar- 
ket seems to be expecting for a partic- 
ular stock. When this "implied volati- 
lity" gets too high in relation to where 
it has been recently, the program flags 

the option as being overpriced. 
Posner, of course, is looking for 
overpriced calls to sell. 

Posner, speaking with his bro- 
ker several times a day, places his 
trades from his home and from 
his Manhattan office. Like any 
careful option trader, he places 
only limit orders, orders to sell, 
with a minimum price specified, 
or to buy, with a maximum speci- 
fied. For each stock position he 

H takes he may write—or buy back 
—J    in—several calls. 

Posner has around $5,000 in- 
vested in his system, excluding 

— software, but if he were to start 
today he'd probably buy a more pow- 
erful IBM-compatible machine 
powered by a 386 chip, a math co- 
processor and at least two megabytes 
of memory (about $8,000 for comput- 
er, color monitor and printer). Before 
you dive in, read Lawrence G. McMil- 
lan's Options as a Strategic Investment 
and get the Individual Investor's Micro- 
computer Resource Guide ($16 from the 
American Association of Individual 
Investors in Chicago). 

Put it this way. Computerized op- 
tion trading is risky, complex and ex- 
pensive. But uncomputerized option 
trading is riskier still. Unless you've 
at least got Posner's savvy and equip- 
ment, stay away. ■ 
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OUR COMMITMENT TO AMERICA 
IS PURE AND SIMPLE. 

AMBAC is America's leading municipal bond insurer. And that leadership position 
carries a commitment which continues, undiluted, year after year. 

Just how is that commitment measured? One way is by looking at the types of 

AMBAC'S INSU RE D issues AMBAC insures-in i988> &% 175 of me 
p/^pTC/^l \(~\   new issues we insured—representing $1.7 billion—were 

QPPI r"/"-"rC "T»  li~  in water and sewer facilities. That translates directly into 
J^, ,   7-P-   Lr-Jj     A i IT-\ t imProved water and sewage treatment for residents 

IIOriEol   VjJUALI    Y   and businesses in 27 states. 

5 |/\N Di^\l\Do.     Another way to gauge AMBAC's commitment is by looking 
at the quality of the issues we insure. By that measure, AMBAC's insured portfolio 
meets the highest possible standards, both in terms of the deals we qualify and bid on 
and also in terms of the caliber of the AMBAC analysts making those decisions. 

*.        By almost any measure of commitment, AMBAC is truly first in municipal bond 
insurance. And that's good not only for the people drinking this cleaner water. 
It's good for the whole country.   AMBAC. Helping Insure a Stronger America. 

One State Street Plaza, New York, NY 10004 (212)668-0340 

INDEMNITY CORPORATION 



Computerized Investing 

You can do some interesting things with 
desktop investment software, if you have 
the patience. Here is one amateurs experi- 
ence with a closed-end fund strategy. 

Discount hunter 

By David Cburbuck 

T| HERE ARE three kinds of people 
who use personal computers to 

invest, according to Stanley Le- 
kach, the San Francisco-based author 
of a $1,300 portfolio manager and 
quant program called DollarLink. 

The first group are the hardcore 
commodities and futures players— 
"cowboys," Lekach calls them. "They 
smoke too much, guzzle coffee, don't 
shave or bathe. It's an animalistic life- 
style," he says of his best customers. 

The next group consists of the 
dreamers who believe that once 
armed with a PC, software and a real- 
time quote feed, they're on the way to 
a guaranteed fortune. 

Then there are the rest of us, who 
used to do it the old-fashioned way 
but found that, even if pes can't make 
an ordinary guy into a Warren Buffett, 
there is something to be said for let- 
ting them take the drudgery out of 
investing. Indeed there is: A PC can 
search, extract, graph and twist num- 
bers in ways that are second na- 
ture to the quantitative analysts 
you arc likely to be battling on 
Wall Street. 

What about having the ability 
through services such as Charles 
Schwab's Equalizer (software: 
$169) and Fidelity's Investors Ex- 
press ($13.50 per monthl to place 
buy and sell orders via your com- 
puter? Schwab's service isn't 
fully automated. A human al- 
ways checks that your order for 
1,000 shares doesn't mysterious- 
ly turn into 100,000 shares. 

One thing is clear: To become a 
do-it-yourself computerized ana- 
lyst and trader you need to invest 

some time. A real-time (meaning im- 
mediate) quote feed into your PC 
works only when the market is open 
and you're around to watch it. A de- 
layed service, which usually waits 15 
minutes before posting price updates, 
is a lot less expensive, but isn't good 
for serious commodities and futures 
trading and can lull a watcher into 
believing that delayed time is almost 
real time. 

A lot of people are competing to sell 
you market information in various 
electronic forms. For the price of a 
cable television converter, you can 
watch the ticker roll across the bot- 
tom of a television screen on FNN. 
One bold company, Cablesoft in Fair- 
field, Iowa, even found a way to read 
the FNN ticker with a personal com- 
puter. That gets tricky when FNN 
changes the shape of the letters it 
broadcasts—which it did last year— 
but Cablesoft was able to stay in step 
by rewriting its software. 

You can buy stock quotes via Lotus 
Signal,   Dow   Jones   News/Retrieval 

lotus Signal <lisf>l<t\ on a PC 
Customize your trading turret 
with volumes, prices and ticker. 

and others. Lotus Signal provides a 
hand-held, battery-powered terminal 
called QuoTrek that holds 72 issues. 
Some other providers of quotes in- 
clude Telemet America in Alexan- 
dria, Va., CompuServe in Columbus, 
Ohio and the Source in McLean, Va. 

There is something sexy about hav- 
ing an open window to the world's 
markets in your bedroom. Set up 
properly, a PC can display bar charts 
that automatically adjust as the mar- 
ket moves, useful if you happen to be 
a fan of technical analysis. 

Here's an experiment I ran myself 
to see how helpful a computer could 
be in aiding trading. 

I decided to make my PC display a 
real-time discount on a closed-end 
fund that trades on the NYSE, Baker, 
Fentress &. Co. Like most closed-end 
funds, this one trades at less than the 
value of the securities it contains. In 
recent months this discount has 
ranged from 18% to 21%. Why not try 
to snap up a few shares when the 
discount is unusually high, that is, 
when the fund is unusually cheap? 

Officially, the discount is published 
once a week, every Friday after the 
market closes, appearing in Satur- 
day's New York Times, Monday's Wall 
Street Journal and Barron's. But a Lotus 
1-2-3 spreadsheet wired into a quote 
service should be able to estimate the 
discount every hour the market is 
open, since the fund's major holdings 
are fairly stable and have been pub- 
lished. Movements in the component 
securities determine the net asset val- 
ue of each Baker, Fentress share. 
Someone who put these numbers to- 
gether in real time would have an 
advantage over the general public, 
which can find out what has hap- 
pened only on Saturday morning. 

For a quote service I chose Lotus 
Signal, offered by the same com- 
pany that makes the spreadsheet. 
(Lotus also publishes a lot of cor- 
porate financial data in machine- 
readable form.) Lotus Signal is a 
real-time quote service that uses 
a black box, antenna, computer 
cable, power cord, two floppy 
disks and a manual. 

The installation fee is between 
$395 and $595 for the hardware 
and software. Monthly subscrip- 
tion rates, which vary with the 
level of coverage, start at $55 for 
end-of-day closing prices and run 
about $180 for a typical user of 
the real-time service. Real-time 
users also pay exchange fees rang- 
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ing from $4 for the NYSE to $50 for the 
Chicago Board of Trade. 

Within 15 minutes of unpacking 
the pieces in my Boston office, I had 
Signal tracking 100 stocks on my PC, 
running a ticker along the bottom of 
the screen. But going beyond that 
took some reading. Getting Signal to 
transmit prices into cells on a 1-2-3 
spreadsheet took about five hours. 
The trick is to write three program 
steps that help link the spreadsheet to 
Signal. 

There was one glitch in my Baker, 
Fentress model: Its largest position is 
in Consolidated-Tomoka Land Co., a 
Florida real estate developer and cit- 
rus grower of which Baker owns 80%. 
Consolidated doesn't trade very often, 
a habit that caused Signal to display 
"NA" in the Consolidated real-time 
price cell on the spreadsheet. Without 
a number, the rest of the formulas 
wouldn't calculate, and I was left with 
another "NA" where I should have 
had a bottom-line percentage. 

Having called Signal's customer 
line twice, and not being an avid read- 
er of software manuals, I called a 
friend at Drexel Burnham for the last 
Consolidated price. He gave me a 
price to plug into the spreadsheet. 

Of course, this exercise was under- 
taken partly to test the practical lim- 
its of PC trading. You may well find 
that your weekend and evening in- 
vesting is adequately served by an 
end-of-day price service, and other 
services such as Dow Jones News/Re- 
trieval. Basically not much more than 
an electronic version of the stock 
pages, such systems make daily up- 
dates of a PC-based portfolio manager 
much easier and more accurate than 
reading and then manually typing 
closing prices into a spreadsheet. 

"Real-time quotes are overkill un- 
less you are trading commodities and 
are in and out of the market every ten 
minutes," says Frederic Shipley, edi- 
tor of Computerized Investing, a publi- 
cation of the American Association of 
Individual Investors in Chicago. "For 
most people, going on line to Dow 
Jones News/Retrieval and pulling 
down delayed or end-of-day prices is a 
lot cheaper and more sensible." 

The discount on Baker, Fentress 
never got higher than 19.3% on May 
12, when I was running the test. If I 
had had real money riding on this 
experiment, I would have been wise 
to hang in for a few more days or 
weeks, looking for an opportunity. 
This game isn't for the impatient. ■ 
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A PROVEN PERFORMER 

Only Magellan 
Fund Has This 

Growth Record 
Fidelity Magellan Fund 

$180,000- Growth in value 
of historical 
$10,000 investment 

$100,000-4 made 3/31/79f 

$50,000- 

$123,258. 
When you look for a 

growth fund, look at the 
record. You'll see why Fidelity 
Magellan Fund is a long-term 
growth leader: 

• Ranked #1 of all mutual 
funds for 10 and 15 years* 

• Outperformed 97% of all 
funds for 5 years and 95% 
of all funds for lyeaif 

• A $10,000 investment made 
on 3/31/79 would have 
been worth $123,258 on 
3/31/89 

Of course, past performance is no guarantee of future results, and 
the fund's share price and return will vary, so that you may have a 
gain or loss when you sell your shares. But if you're looking for an 
aggressive growth fund, look at the record. There is only one 
Magellan Fund. 

si 0.0004 
S8.00i 

3/31/79 3/31/89 

Avg. Annual     1 yr        5yrs      10yrs 

asofSw  18.59%   20.34%   28.55% 

1-800-544-6666   24 hours 
Fidelity Magellan Fund. For more complete information, 
including management fees and expenses, call or write for a free prospectus. 
Please read it carefully before investing or sending money. Fidelity Distribu- 
tors Corporation (General Distribution Agent). P.O. Box 660603. Dallas, TX 
75266-0603. Service for the hearing impaired TDD/1-800-544-0118. 

Fidelity Investments 
CODE: FORB/MAG/062689 
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*The fund is ranked #1 out of 364 funds. #1 out of 429 funds. #18 out of 664 funds and #^4 out of 1541 
funds for 15.10, 5. and 1 year performance for periods ending 3/31/89 according to Lipper Analytical 
Services, Inc.. an independent mutual fund performance monitor. 

tTotal returns include change in share price, reinvestment of dividends and capital gains and the effect of 
the fund's 3% sales charge. Average annual total returns for more than 1 year assume a steady com- 
pounded rate of return, and are not the fund's year-by-year results, which varied over the periods show n. 
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Computerized Investing 

Can you track news and earnings data for 
your portfolio without running up huge 
PC connect charges? Yes. Here's how. 

Personal 
newsletter 

By Patrice Duggan 

RICHARD COLVIN got the idea for 
his newsletter Personal Portfo- 
lio Manager in 1973, but that 

was before desktop computers or laser 
printers had come up to speed, and the 
concept went nowhere. But he never 
abandoned the idea. 

Now Colvin, 51, is determined to 
turn his inspiration into a real 
business. His startup, Info- 
comm Systems Inc., in Purdys, 
N.Y., sends a different invest- 
ment letter to each subscriber. 
Every night Colvin downloads 
from various computer data- 
bases stock prices, trading vol- 
umes, earnings reports and 
weekly earnings estimates on 
5,000 public companies. You 
send him a list of up to 20 
stocks and $325 a year. Thanks 
to the miracle of laser printers, 
he can send you a customized 
weekly newsletter, with news 
and financial facts on your com- 
panies. A few remarks about 
market movements and updates on a 
recommended portfolio from editor 
Bill Chidester flesh out the skimpy 
(eight-page) report, but what you're 
really paying for is coverage of your 
special list. (You can call in changes 
to the list any time, and your new 
selection of stocks will show up on 
the next newsletter.) 

The newsletter spares you poring 
over every day's earnings digest in the 
Wall Street Journal, and it supplies 
news items that you would not— 
could not, if the companies are really 
small—have seen. Among Colvin's 
sources are the Reuters newswire, 
s&p's Compustat for stock prices and 

Investnet for insider information, 
along with several newspapers and 
magazines. 

Personal Portfolio Manager still has 
rough spots. On Mar. 17 IBM an- 
nounced that securities analysts 
should lower earnings estimates be- 
cause of "manufacturing problems." 
The next week IBM stock fell from 117 
to 109. Because the newsletter had gone 

Personal Portfolio Manager's Richard Colvin 
Custom publishing. 

to press and news flashes are included 
only every other week, the announce- 
ment wasn't printed until Mar. 31, two 
weeks and 8 points too late. 

Money might solve some of Col- 
vin's problems, but his original $1.4 
million of venture capital ($30,000 of 
it his) is running out. The newsletter, 
having had the misfortune to start up 
in October 1987, still has a subscriber- 
ship of barely 1,000. 

Colvin says he has two deals in the 
works with large discount brokerage 
houses, deals that would put his sub- 
scriber base over 100,000 within the 
next two years. With or without Col- 
vin's help, it would certainly make 

sense for a Charles Schwab or a Mer- 
rill Lynch to enclose a customized 
newsletter with every monthly bro- 
kerage statement. The firm has to buy 
the data only once, and could presum- 
ably sort and republish it at a margin- 
al cost of only a few cents a month per 
customer. Lotus One Source, for in- 
stance, sells a package of financial 
databases on compact disks (includ- 
ing earnings forecasts and Value Line 
financial histories). With an annual 
price of up to $20,000 a year, it is out 
of the price range of individual inves- 
tors but well within the means of a 
brokerage firm. 

If once a week is too slow for you, 
consider these computer-related alter- 
natives to Colvin's product: 

Dow Jones News/Retrieval is an on- 
line PC service that gives you a wide 
spectrum of information from real- 
time stock quotes to company news 
to Zack's earnings forecasts. For a 
monthly fee of $8 you can program in 
a portfolio of up to 125 companies and 
industries, about which certain types 
of news and earnings releases are 
automatically downloaded to you. 

The catch here is price. After an 
annual service charge of $18 
(waived for the first year) and a 
startup charge of $30, you are 
charged by the minute. During 
business hours the price ranges 
from 87 cents up to $3.10 a min- 
ute, depending on the type of 
service you are calling up and 
the speed of your modem. 

Dowpbone is a touch-tone 
telephone service that reads 
news, real-time quotes and 
technical analyses of specific 
stocks with a trading history of 
200 days or more to you over the 
phone. You can program in your 
own portfolio, and thereafter 
listen to the prices and volumes 

of your stocks at the touch of a single 
key. Prices: $25 to sign up and 50 
cents to $1.50 a minute for usage. 

Iidc/ir\' Investors Express allows cus- 
tomers to place computer trades with 
Fidelity's discount brokerage arm. 

And, finally, Schwab Equalizer is a 
service available to customers of 
Charles Schwab & Co. that gives ac- 
cess via an IBM or compatible comput- 
er to Dow Jones news and price 
quotes, and allows you to place trades 
through your Schwab brokerage ac- 
count. The charges are $169 to sign up 
and from 25 cents up to $2.75 per 
minute to connect, depending on the 
time of day. ■ 
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SURE-Fb 
When the winds of change stir 

z   the economy, a corporation can 
maintain its momentum if it 

measures each step carefully. 
For 100 years, in even the most unsettling 

conditions, The Thoroughbred and its predecessor 
companies have done more than just keep their balance. 
In 1988, the nations most efficient major railroad system 
adroitly moved on to new, higher ground. 

It was a record year. Increases in traffic, higher 

revenue yields and cost reductions resulted in net income 
of $635 million. With revenues of over $4 billion and assets 
of over $ 10 billion, Norfolk Southern stands on very solid 
footing. The Thoroughbreds marketing flexibility and 
aggressive capital improvements program position it firmly 
for the future. 

Clearly, management can negotiate changing terrain 
and still stay a step ahead. 

^jfC^   NORFOLK 
flU    SOUTHERN 

\orfolk and Western 
I'Jh'j. SorftAk Southern C or/wralltm, Three Csim mentat Plate, \orjtUk. VA J3110-J19I. 

\pany. Southern Railway Ctrnpany. and\ortb AmerUan Km lines. Inc. are subsidiaries 



"Sure Things" 

A friend calls up with a surefire way to 
make 22%. Sounds good, but you wonder. 
How do you check out the operators? 

When it sounds 
too good 

to be true 
By Gary Slutsker 

INVESTIGATE, THEN INVEST." 

You've heard that old catch- 
phrase. What does it mean? Just 

that you should read the ponderous 
prospectus that comes with the deal? 
No, it means a lot more than that, 
especially if you are asked to hand 
money over to a firm with an un- 
known reputation. Listen to this case 
study about a seemingly sure-fire way 
to make 22%. As is typical in private 
investment offerings like this one, it 
came by word of mouth. I learned of it 
from an old friend who met someone 
who knew someone who was broker- 
ing the deal. I might have put some 
money in myself—until I started do- 
ing a little investigating. 

The story starts a few months ago 
when my friend called up panting to 
get me to invest in a factoring opera- 
tion. Factors buy unpaid invoices at a 
discount from businesses that can't 
wait for their money. The factors then 
attempt to collect the full amount 
when it is due. The company looking 
for investors sounds solid, rather like 
a bank: USM Trust, USM Trust was—is 
still—aiming to raise up to $10 mil- 
lion to buy invoices from government 
contractors at discounts of up to 15% 
from their face value. 

The prospectus for the USM deal— 
exempt from federal registration be- 
cause it is offered to sophisticated in- 
vestors only—projects a 22% annua- 
lized rate of return. Sounds kind of 
authoritative. I mean, people don't lie 
in prospectuses, do they? Ah, prospec- 
tuses. The moral of this story is that 
you should look at a prospectus as 
merely a starting point in your evalua- 
tion of an investment. 

256 

The genius behind this venture 
tells something about himself in the 
prospectus. His name is Randy J. Bu- 
shell, and he runs an outfit called USM 
Funding, a factoring firm in Ogden, 
Utah. He's the guy that USM Trust is 
relying on to find government receiv- 
ables to buy. At the age of 40, this 
University of Utah pharmacology 
graduate has spent almost half his life 
in the factoring business. He has even 
served as a director of the National 
Commercial Finance Association, a 
trade group whose members include 
18 of the nation's 20 largest banks. 
Pretty impressive. 

A telephone call gives me a some- 
what different picture. Leonard Mach- 
lis, the executive director of the Na- 
tional Commercial Finance Associa- 
tion for the last 33 years, tells me his 
New York City-based organization 
has 240 members. "Every member is a 
director," he laughs. 

The prospectus says Bushell filed 
for personal bankruptcy in 1984. 
Well, we all deserve at least one 
chance to start over. . . but this tidbit 
leads to a call to the U.S. Bankruptcy 
Court in Salt Lake City. A busy but 
kind court clerk takes the time to pull 
the docket sheet on the bankruptcy 
file. She reads me the names of a few 
creditors and their lawyers. I send 
$26.50 to the government's archive in 
Denver to get a copy of the entire 56- 
page bankruptcy file. The documents 
show that Bushell's problems contin- 
ued well beyond 1984. When a new 
creditor showed up in 1986, Bushell 
had to reopen his case. 

A lawyer for one of the creditors 
tells me about another messy bank- 
ruptcy in Bushell's past, one that Bu- 
shell forgot to mention in the prospec- 

tus. This one involved an outfit called 
MBCH—the B is for Bushell—that cost 
investors and creditors $13 million in 
1982. Back to the friendly court clerk; 
she comes across with some more 
phone numbers. 

One lawyer whose name appears on 
the creditor side in the MBCH case is 
Lora Siegler, who represents a Salt 
Lake City investor who lost $20,000 
investing in MBCH just before it filed 
for Chapter 11. Siegler says MBCH ac- 
cepted her client's check even though 
it had been ordered by Utah securities 
regulators to stop all fundraising ef- 
forts. That's a serious accusation, but 
nobody was ever prosecuted. 

To back up her charge, Siegler sends 
me more documents by Federal Ex- 
press: the Utah securities commis- 
sion stop order against MBCH, copies 
of her client's check and MBCH'S origi- 
nal public offering prospectus, con- 
taining an accountant's report from 
Arthur Andersen. But this is no ordi- 
nary accountant's letter. It acknowl- 
edges that because of numerous ac- 
counting concerns, "we are unable to 
express, and we do not express, an 
opinion on the financial statements 
referred to above." 

No opinion on numbers expressly 
designed to convince investors to fork 
over money? How on earth did state 
securities regulators ever let this of- 
fering go out? Siegler, who before she 
hung out a shingle was chief of the 
enforcement division of the Utah se- 
curities commission, wanted the au- 
thorities to look into this. "But I 
could never convince the division or 
the attorney general's office," she ex- 
plains. "They were basically of the 
opinion that if an accountant signed 
it, it's fine. I said, 'Yeah, but read it, 
man!'" 

Another MBCH creditor, Vern Sor- 
enson, is an owner of Discount Fac- 
tors of Murray, Utah. His previous 
company, Bonneville Commercial 
Factoring, was forced to shut its doors 
after Bushell sold it some invoices. 

Says Sorenson: "Randy Bushell 
came to us, said MBCH was short on 
cash and sold us about $500,000 
worth of receivables. We found out 
afterwards that they had gone to three 
or four factoring companies and sold 
them the same receivables and all at 
the same time. So out of the half- 
million we gave them, we were only 
able to collect about $200,000. The 
factoring companies all lost signifi- 
cant amounts of money on the tran- 
saction." I get a virtually identical 
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ccount from a lawyer for a different 
actoring operation: Michael Deamer, 
kdio represented Wasatch Factoring, a 
low-defunct outfit in Bountiful, 
Jtah, which got into trouble after 
iuying MBCH receivables. 
It's one thing for an investor with 

.20,000 to get taken. But these other 
actors were sophisticated business- 
aen. Didn't they bother to verify that 
he invoices were real? 

Vem Sorenson explains: "Whenev- 
r you grant a security interest or sell 
lersonal property, the way to perfect 
t is by filing what is called a Uniform 
Commercial Code Form 1. Every state 
ises them—you fill it out, 
hen both parties sign it    Patrick McDonnell 
nd you file it with the 
ecretary of state. So we 

checked with the secre- 
tary   of   state—you   call 
! hem and they'll do a tele- 
nhone search—and there 
• vas    no    filing    besides 
ABCH'S on these receiv- 

ables.  I'm assuming the 
)ther factoring companies 
lid    the    same    thing— 
ABCH sold all these re- 
:eivables on exactly the 

i ame day, so we probably 
■ill filed on the same day. 
lA/e didn't see each other's 
ilings because they don't 
;et recorded on the com- 

puter until the next day." 
Why didn't anybody go 

ifter MBCH? I asked Don- 
' ild  Hughes,   the   former 
;ounty attorney for Weber 

"Dounty, where MBCH was 
[>ased. "We had a lot of 
People left holding the bag 
ind a ton of complaints. 

IfVe referred it on to the 
(ittorney  general's   office 
in Salt Lake." The Weber 
jZounty attorney now is 
tieed Richards, the fellow who led 
MBCH through its complicated bank- 
ruptcy proceedings. 

After he was defeated by Richards 
n the 1986 election, Hughes went 
nto private practice and agreed to rep- 
•esent some MBCH victims. "They 
sold promissory notes, promising 
:hese great returns like 24%," he goes 
MI to explain. Some of those pay- 
ments were made on schedule, as 
iromised, he says. "But when they 
iled for bankruptcy, they were able to 
jet the payments they had made dur- 
ng the previous 90-day period paid 
jack to the company and distributed 

to creditors. I represented a couple of 
little old ladies who were trying to 
recover these payments." 

Bushell mentions in his new pro- 
spectus another corporation, Adam 
Corp. He doesn't say much about 
Adam, but some curious facts turn up 
on a trail that started with some 
names given by one of the lawyers I 
talked to. It turns out that after MBCH 
got into trouble, a former salesman 
from Bernie Cornfeld's Investors 
Overseas Services in Geneva surfaced 
to rescue the business. This fellow 
used first Adam and then another cor- 
porate vehicle, Eden, in two unsuc- 

cessful attempts to resurrect MBCH'S 
operations. 

Adam stock is now worthless. Eden 
investors wound up with shares in 
Standard Systems & Technology, a 
penny stock company whose market 
makers were two bucket shops that 
have been cited in numerous SEC pros- 
ecutions. Standard Systems has since 
filed for bankruptcy in Oklahoma. 

The brokerage currently raising 
money for Bushell in Phoenix is Co- 
lumbus Securities (1988 revenues, 
$1.6 million), a firm founded by a 33- 
year old Dartmouth graduate, Glenn 
Cushman. The USM prospectus goes 

to great lengths to describe how Co- 
lumbus principals would ensure that 
adequate accounting controls would 
be maintained for the USM factoring 
operation. I send away to Bechtel In- 
formation Services, the librarian for 
federal securities filings, for a Form 
BD on Columbus (28 pages, including 
amendments, $46.55). 

Hmmm. In a note to the financials 
Columbus' own accountant says the 
brokerage doesn't have adequate in- 
ternal accounting controls to prevent 
fraud from occurring in the firm. The 
letter doesn't even get into the matter 
of preventing fraud in an outside trust 

the firm's principals are 
responsible for. 

What do the principals 
have to say about the in- 
formation they left out of 
the prospectus? Bushell 
says he didn't think he 
had to mention the MBCH 
goings-on because it hap- 
pened so long ago and be- 
cause he admitted he had 
bankruptcy problems. He 
says the charges that he 
double-sold invoices are 
"completely false" and 
that other factors are try- 
ing to blame him for their 
own bad management. 
"There were never any 
charges of wrongdoing," 
he says. Over at Colum- 
bus Securities, Cushman 
says Bushell is only an 
agent of the trust and not 
even an exclusive one. 
Who are the other agents? 
Well, right now, it's just 
Bushell. And the worri- 
some accountant's letter? 
Standard boilerplate for 
any small brokerage firm 
too small to "compart- 
mentalize" functions, 

Cushman insists. 
Cushman's lawyer, Kurt Brueckner, 

wrote the prospectus for USM. Why is 
it silent on MBCH? "That name 
doesn't ring a bell," Brueckner says. 

Is there a lesson in all this non- 
sense? Simply that a prospectus— 
whether or not it has been registered 
with some securities commission—is 
nothing more than a starting point for 
an investigator. If a special deal comes 
your way from a brokerage firm 
you've never heard of, and you don't 
have two weeks of free time to spend 
digging, do the only right thing: Hang 
up the phone. ■ 

:ORBES, [UNE 26, 1989 257 



There's a Fast, Easy and Fi 
You to Get More Advertiser In 

Annual Reports 

1 ALLTEL Corporation 
2 Ameritech 
3 Canadian Pacific Limited 
4 The Dai-Ichi Kangyo Bank, 

Limited 
5 Eaton Corporation 
6 Phillips Petroleum Company 
7 VEBA AG 

Business Equipment 

8 Adler-Royal Business 
Machines, Inc. 

9 Canon U.S.A., Inc. 
10 Canon U.S.A., Inc.— 

Copier DiMMon 
11 Fansteel* 
12 Johnson Controls. Inc 
1 -1 Mitsubishi Electric America 
14 NEC C&C 
15 Prime Computer, Inc. 
16 Sharp Electronics 
17 1 ang Laboratories, Inc. 
18 Zenith Data Systems 

Classified 

19 Eagle's Nest Homes 
20 General Medical 
21 Laser Product Consultants 
22 Video Arts 
23 West Coast Video 
24 Winecellars U.S.A. 
25 Wine Enthusiast 
26 Zweig Forecast 

Consumer Goods 

27 Jaeger-LeCoultre Watches 
28 Lincoln-Mercury 
29 Mont Blanc Pen 
30 Riken Tire 
31 Sony TV 
32 Toshiba America Consumer 

Products, Inc. 
33 Uluma Brands U.S.A. 

Economic Land 
Development 

34 ConEdison 
35 Missouri Department of 

Economic Development 
36 Republic of China Today's 

Taiwan 

Financial/Insurance 

37 AMBAC 
38 Chicago Board of Trade 
39 COMEX 
40 Dreyfus Capital Value Fund 
41 Municipal Bond Investors 

Assurance Corporation 
42 T. Rowe Price Equity 

Income Fund 
43 T. Rowe Price International 

Stock Fund 
44 The Primary Trend Fund 
45 SteinRoe Mutual Funds 
46 The Stuart-James 

Company, Inc. 
47 Twentieth Century 

Investors, Inc. 
48 The Vanguard Group 
49 Xerox Financial 
50 Zurich-American Insurance 

Group 

Industrial Products 

51 ATR 
52 Schott Corporation 

Service Companies 

53 Campton Place Hotel 
54 Century 21 Real Estate 

Corporation 
55 CIGNA Corporation* 
56 Daewoo 
5" Guest Quarters Suite Hotels* 
58 The Hertz Corporation 
59 Management Recruiters 
60 NYNEX Corporation 
61 The New Otani Hotel 
62 Olsten Services 
63 Peninsula Hotel Group 
64 Republic of China Toda\ s 

Taiwan 
65 Samsung Group 
Mi South African Airways 
67 Western Union Priority Mail 

Service 

READER 

SERVICE 

CARDS 

The advertisers to 

the left are listed on 

Forbes' Reader 

Service Cards. 

Select the 

advertisers vou're 

interested in, fill on 

one of the cards on 

the opposite page 

and voull receive 

additional 

information about 

their products and 

services. 

* Nole: Advertiser will only honor information request it you indicate your company 
name and job title on card 



TJTH IA 
ADVERTISING 

PPLEMENT 

I he relationship between the insurance indus- 
try and its customers is strained. The tension 
mounts as consumer activists, regulators, 
and legislators join in the sport of 
"Insurance Bashing." Unfortunately . the result 

could prove most detremental to those very insureds who 
are fighting against the industry. Changes being pro 
posed could result in higher insurance rates for all or, even 
worse, a constriction of the insurance marketplace and 
unavailability of certain coverages. 

These major events will be analyzed in a special 
Forbes' supplement on insurance and employee benefits. 
The supplement, "Insurers Outnumbered" will be writ- 
ten by Philip Zinckewicz, a prominent journalist who has 
specialized in insurance industry issues for two decades. 
A major ingredient in the supplement will be reports 

and scenarios on important industry topics by: 

< Robert Vagley, President of the American 
Insurance Association 

• Mechlin Moore. President of 
the Insurance Information Institute 
Southgate Jones, Jr. President-elect of the 
Independent Insurance Agents of America. 

Clearly there has never been a time when it has been 
more critical for the insurance industry to tell its story to 
America's business, investment and thought leaders. Be 
pan of that story Advertise your company's services in 
"Insurers Outnumbered" appearing in the October 16, 
1989 issue of Forbes For further information or to reserve 
space before the August 21 closing call your local repre 
sentative or Arnold J Prives (212) 620-2224. 



"Sure Things" 

Investment guru Chuck Givens just got 
bounced from the top of the bestseller list by 
actress Shirley MacLaine. Why? She knows 
more about money. 

The 20% 
"guarantee" 

By Joe Queenan 

ON PAGE 292 of his book Wealth 
Without Risk, personal finance 
guru Charles J. Givens de- 

clares, "There is always one of the 
three types of mutual funds—stock, 
bond or money market—that will 
give you an average investment re- 
turn of 20% per year or more." 

What Givens says is simply not 
true. The news that it is not true 
arrives too late for the hundreds of 
thousands of gullible readers who 
pushed Givens to the top of the best- 
seller list. 

Wealth Without Risk is a curious 
amalgam of investment advice, rang- 
ing from innocuous Sylvia Porterisms 
about paying your Visa bills on time 
to such exotic tax-avoidance gambits 
as hiring your grandchildren as em- 
ployees, turning your motorboat into 
a second home and sending out re- 
quests for job interviews before going 
on vacation, so that you can write off 
part of the trip. Yes, the ideal vaca- 
tion: sun, surf, follow-up interview. 

While many of Givens' tax-cutting 
tips are perfectly legal but perfectly 
absurd, a lot of his investing advice is 
flat-out wrong. Perniciously wrong. 

We mention this sappy book in the 
FORBES money guide not because you 
were about to buy a copy, although 
you may be, but because its central 
theme of "safe" high returns is seen 
again and again in the literature of 
investing. Some broker, accountant, 
friend or cold-call artist comes to you 
with the seemingly ideal investment, 
one that is nskless yet high in return. 
The two do not go together. If they 
did, the dealmakcr would not need 

"Charles J Givens is becoming to personal 
finance what Dole Carnegie is to human 
relations" _ _ ▼ -USA Today 

How to Develop 
a Personal 
Fortune Withou 
Going Out on 
a Limb 

(luii'li's.U.iu'iis 
Bow to find funds that are perfectly 
safe, except when they go down. 

your money. He could borrow from a 
bank at low, money market rates, and 
invest at his high, guaranteed rate. 

In recent years risklcss money mar- 
ket funds have been returning any- 
where between 6% and 10%—far be- 
low Givens' 20% figure—while even 
the best bond funds combine a moder- 
ately high degree of risk with returns 
that average only in the low teens. 
Moreover, the funds providing the 
highest returns tend to be of the junk 
bond variety, hardly a vehicle for 
building wealth without risk. 

The only way a mutual fund inves- 
tor is going to cam a consistent 20% 
is by parking his loot in a passel of 
extraordinarily   well-managed   funds 

during a robust stock market. But 
how do you know which funds will 
lead the pack at any given time? You 
don't. Cannily—for him—Givens has 
resorted to the time-honored tech- 
nique of back-testing: finding out 
which mutual funds performed the 
best during a given year, and then 
telling readers that those are the funds 
they should have invested in. This is 
like retroactively altering Abraham 
Lincoln's theater-going habits. 

As support for his claims that inves- 
tors can earn a safe 20% a year, Gi- 
vens lists the funds that earned the 
best returns in a single year. The 
numbers look impressive—41%, 
32%, 22%—because the year happens 
to be 1986, when the market was rip- 
snorting. But what about 1987, when 
a huge runup was wiped out one week 
in October, and the market finished 
on Dec. 31 roughly where it had start- 
ed out on Jan. 1? Givens' response is 
an asterisk reading, "1986 figures 
used as more representative than 
1987." In other words, Givens can 
guarantee his readers a 20% return on 
their money provided the Dow 
doesn't go down. Thanks, Chuck. 

Even in a healthy market, there is 
no reason to believe that the winners 
of one year will be the winners of the 
next. Givens' roster of stellar per- 
formers for 1986 includes such funds 
as T. Rowe Price Growth, Stein Roe 
Total Return, Value Line Leveraged 
Growth and three funds in the Twen- 
tieth Century Family: Vista, Growth 
and Select. Several of these funds got 
butchered in 1987. And in 1988, a year 
in which the Dow rose by more than 
200 points, all of those funds fared 
poorly. Value Line Leveraged Growth 
wormed along at a 6.4% growth rate, 
less than half the advance on the s&p 
500. T. Rowe Price Growth was up a 
modest 6%, far below the 22% growth 
it achieved in 1986. And the trio of 
Twentieth Century funds had pid- 
dling increases of 2.4%, 2.7% and 
5.6%, respectively. 

Givens claims to have emerged 
from the ashes of three bankruptcies 
to command a personal fortune of 
$150 million. Much of that has been 
amassed by charging $395 for mem- 
bership ($895 for more extensive ser- 
vices) in the Charles J. Givens Organi- 
zation and $20 a quarter to keep re- 
ceiving his wit and wisdom. A 
subscription to a business magazine 
would be a better investment. And a 
whole lot cheaper. Beware of gurus 
chanting sure-thing mantras. ■ 
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In today's business world, you either move ahead or you get 
left behind. There's no alternative. 

And to move ahead for many means the need for substantial 
additional capital. 

"That's true," you may say, "but how do I go about getting it?" 
Well, it's called going public and it has many advantages over 

borrowing money from a bank. You can raise a greater amount of 
capital, from $2 to $6 million, without raising your blood pressure 
over interest rates and monthly payments. The capital you get is 
not a loan, it's yours, from investors who have the same faith in 
your company as you do. And you all can reap the future rewards 
with shares of stock. 

Though going public isn't the way for every company, if you're 
a growing, profitable business with sales between $5 and $20 mil- 
lion, it can be the springboard for significant and unprecedented 
growth. But you'll never know, unless you talk to the right people, 
right here, at STUART-JAMES. Our team of business consultants 
will help you evaluate the full potential of your company. And if we 
find that we're right for each other, we can make the underwriting 
process simple, swift and secure. 

Our 1,300 representatives in our 52 offices across the country 
have all helped contribute to our client companies' success. So if 
you care about your success, and want it to continue, contact The 
STUART-JAMES Company. 

Call Carl Janzen, Sr. Vice President at 1-800-227-1161 (in New 
York 212-758-4665), or Milton Barbarosh, Sr. Vice President, 
at 1-800-262-8666. Or write for information. The Stuart-James 
Company, Inc., 805 Third Ave., New York, NY 10022. 

mberNASD.SIPC 

THE STUART-JAMES COMPANY, INC. 
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Special Situations 

If you are enchanted by the thundering 
hoofbeats of Thoroughbreds, visit the race- 
track frequently. Investing in the animals is 
an expensive way to enjoy horseracing. 

It's a long shot 

By Kerry Bannon 

T|HOROUGHBRED RACING, they 
say, is the sport of kings. Why 

do they say that? It could be be- 
cause you need an almost inexhaust- 
ible supply of money, a lot of tax- 
paying subjects being one possibility. 

In the U.S. other sources of wealth 
have served to absorb the losses. Since 
the ultrachic hobby has always at- 
tracted the supernch, it's not surpris- 
ing that it should attract the nou- 
veaux riches, of which the U.S. these 
days has an astonishing number. Our 

advice: Don't try to emulate them. 
Consider these numbers. The annu- 

al purse total for Thoroughbred racing 
in the U.S. is $742 million, according 
to the Daily Racing Form There are an 
estimated 88,000 registered Thor- 
oughbreds currently racing. The aver- 
age horse costs between $25,000 and 
$30,000 a year for feed, stables, train- 
ing, entry fees, farriers, insurance and 
transportation. Even without allow- 
ing for the money spent maintaining 
yearlings, brood mares and studs, it 
looks as if owners are spending $2.5 
billion a year on racing expenses to 

collect less than one-third of that in 
racing revenues. 

In a situation like this a few people 
may make money, but the over- 
whelming majority have to be los- 
ing money. 

One who says he isn't is Bruce 
McNall. When McNall was growing 
up in Arcadia, Calif., next door to the 
Santa Anita racetrack, he told himself 
if he ever made money he would buy 
himself a horse. Well, McNall made 
money. Today, at 38, this UCLA gradu- 
ate owns the biggest ancient coin mail 
order and auction company in the 
country, and it says something about 
the profitability of dealing in—as op- 
posed to investing in—ancient coins 
that he also now owns the Los Ange- 
les Kings hockey team, a $10 million 
Holmby Hills mansion down the 
street from Hugh Hefner, a $2 million 
private jet, homes in Malibu, Palm 
Springs, Deer Valley, New York City 
and Hawaii. He also possesses 166 
Thoroughbreds. 

In 1978 McNall bought his first 
racehorse, for $50,000. "He wasn't 
much of a horse, but it got me in- 
volved," says McNall. Today he has 
around $30 million invested in blood- 
stock racing under the name Summa 
Stable. He estimates he spends 
$200,000 a month on training, veteri- 
nary bills and housing his horses in 

Breton l inlehalfl 

Donald Little of Centennial Farm Management i 
Horse prices have collapsed in recent years, but Little says the worst is over. 
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Playing the ponies on Wall Street 
It's not easy to extract reliable information about the 

performance of limited partnerships in the horse 
racing business, since the partnership units don't trade 
So let's look at the three horse racing corporations to go 
public in the past eight years. (For a look at new issues 
in general, see the story on page 266.) 

Lexington, Ky.-based Spendthrift Farms, founded in 
1937, had a 2,000-acre complex of Thoroughbred breed- 
ing sheds and training tracks. It went public in 1983, 
selling 650,000 shares at SI2. That was as high as the 
stock ever got. There was a second offering in June 1985 
at S6. The company lost $46 million from 1986 through 
1988 on revenues of $60 million and was delisted last 
December from the American Stock Exchange after a 
bankruptcy filing. Current price: 1 cent. 

International Thoroughbred Breeders is the owner of 

Garden State Race Track, the Philadelphia Turf Club, 
33 Thoroughbred brood mares, 65 stallion shares, 11 
foals and 13 yearlings. Started by First Jersey Securities' 
Robert Brennan, the East Windsor, N.J. company went 
public in 1981 at $1. In May 1986, 5 million units (each 
two shares plus three warrants) were sold at $5.50 
apiece Today the stock is trading at around 50 cents. 

Mid America Racing Stables is the public investment 
vehicle for D. Wayne Lukas, who claims to be the most 
successful Thoroughbred trainer in history (see main 
story). The Norman, Okla. company went public in 
1987 at $8 per unit (each two shares). Its eight horses 
won $91,974 last year at the track on expenses of 
$622,468, the biggest expense being $240,000 paid to 
Lukas for board and training. The stock is not very 
liquid, but a recent pink sheet bid was 30 cents.—K.H. 

Kentucky,    France,    En- 
gland and Ireland. 

He insists the venture is 
a moneymaker, bringing 
in nearly $10 million a 
year in profits. (Wonder 
what he tells the IRS?) But 
if it is profitable, it is be- 
cause he approaches 
horseflesh much as he 
would any other product 
or property. 

"The key is to be dis- 
passionate," says McNall. 
"I'd probably never have a 
horse in the Kentucky 
Derby because I would 
sell him the week before 
the race. That's when 
they're hot. Our horses 
are like commodities. We 
try to turn them over very fast. Horses 
are not for racing. They are for buying 
and selling." 

One person who is really raking in 
the money from Thoroughbreds is D. 
Wayne Lukas, who trains 135 inves- 
tors' steeds. Lukas, who drives a 
Rolls-Royce and has his own Com- 
mander jet, has 294 horses in training. 
In the last three years the horses he 
trains have won $50 million in purses. 

Lukas charges his investors board- 
ing fees of around $2,000 per month 
per horse. That does not include race 
expenses, which can easily run 
$10,000 a year. On top of that Lukas is 
entitled to 11% of all race winnings 
and a 5% commission on payments 
made or received on a purchase or sale 
of a horse. It appears, then, that his 
revenues on 294 horses are in the 
neighborhood of $10 million a year. Is 
it any surprise that, as even Lukas 

Bruce McNall ofSumma Stable with jockey Chris McCarron 
"Horses are not for racing." 

calculates it, most of the individuals 
who take a shot at racing lose money? 

Newcomers can at least console 
themselves that prices are off their 
ridiculous highs. In 1984 the average 
price paid for the best crop of year- 
lings at the summer select sales in 
Lexington, Ky. and Saratoga, N.Y. was 
$500,000. Last year the average price 
was $196,000, but 30% of the horses 
put up for auction couldn't fetch their 
reserve, the minimum price owners 
would accept for their beauties. 

It was a classic case of oversupply 
and falling demand. In 1985, 50,000 
Thoroughbred yearlings were regis- 
tered with the Jockey Club, double 
the number registered in 1973. And 
major European and Middle Eastern 
investors like Britain's Robert Sang- 
ster and the Maktoum royal family of 
Dubai now have significant breeding 
operations in their own countries. 

There are those who say 
the worst is over, and you 
ought to invest now. Don- 
ald Little, president of 
Boston-based Centennial 
Farms Management Co., 
is one of them. Little, a 
polo-playing vice presi- 
dent for Kidder, Peabody 
in Boston, founded Cen- 
tennial in 1982 and has 
since taken in $24 million 
from 400 investors via 16 
partnerships. The partner- 
ships usually consist of 
four horses each—not the 
beasts that run at shabby 
Waterford Park in West 
Virginia, but colts that are 
sired by the likes of Triple 
Crown winner Seattle 

Slew or Chief's Crown, winner of over 
$2 million. 

Similar to Centennial is Aiken, 
S.C.-based Dogwood Stable, whose 
limited partners include such notori- 
ously bad investors as famous actors. 
Says Dogwood founder Cothran 
Campbell, in a voice as smooth as 
silk, "This is an investment for people 
with sporting blood. You cannot look 
at it entirely as an investment. You 
have to look at it as something that, 
well, could make money. In the 
meantime, it is terribly exciting and 
colorful." 

He's saying that if you want to feel 
like nouveaux Thoroughbred owners 
Merv Griffin or Carl Icahn or Dynasty 
actor John Forsyth, maybe you should 
take a fling. But if it's investment 
money, forget it. Indulge your love for 
horses at the pari-mutuel window. In 
moderation, it's a lot cheaper. ■ 
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Special Situations 

There are investment companies and then ^T^oTi^lllf^m^ 
there are hidden investment companies. in U.S. government securities. The 

publishing operation's $15.5 million a 
SOmetimeS   diligent   inVeStOrS   Can Jind   a    year in operating income makes it 

11 . .11.. worth maybe $155 million to a buyer, real bargain among the latter. 

Hidden funds 8 J 

By Jonathan Clements 

CiNCiNNATi-based Vulcan Inter- 
national Corp. racked up a 
modest $24 million in reve- 

nues last year from bowling pins, shoe 
lasts, rubber soles and rubber heels. 
After losing money in 1987, it man- 
aged to turn a profit of $500,000 in 
1988. No analyst regularly follows the 
company and only a handful of insti- 
tutions own the stock. 

So what's so special about Vulcan? 
It's one of a small band of operating 
companies that are really investment 
pools in disguise. Vulcan, whose 
Amcx-hstcd stock recently closed at 
17'/», is sitting on $22.50 a share in 
marketable securities, including 
$10.40 of PNC Financial Corp., the 
Pittsburgh bank holding company. 

Buying Vulcan's stock is like buy- 
ing a closed-end fund trading at a dis- 
count. How big a discount? It takes a 
little hunting to come up with a num- 
ber. The bowling pin and shoe last 
operation, now barely profitable, saw 
operating profit margins as high as 
12% five years ago. Gabelli & Co. 
analyst Salvatore Muoio reckons this 
business would fetch at least $15 mil- 
lion. Add that $15 million to the $35 
million of marketable securities, sub- 
tract debt and the capital gains tax 
that would be due in a liquidation of 
the portfolio, and this quasi-fund is 
worth perhaps $27 a share. From that 
the stock is trading at a 36% discount. 

At the right price, closet invest- 
ment companies like Vulcan are the 
darling  of  value   investors.   "These 
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companies are great for asset coun- 
ters," says Muoio. The best-known 
closet investment fund of all is, of 
course, Berkshire Hathaway, run by 
the overfamous Warren Buffett. Berk- 
shire has positions in an assortment 
of publicly traded companies, such as 
Coca-Cola, Capital Cities/ABC and 
Geico, as well as controlling stakes in 
the Buffalo News, See's Candies, Ne- 
braska Furniture Mart and Scott 
Fetzer. All told, Berkshire is worth an 
estimated $5,500 per share, while the 
stock trades at $6,375. Not a great 
value—unless you want to assign a 
big number to that very intangible 
asset, Buffctt's reputation. 

If you want to buy at a discount, 
steer away from the name brands. 
New York City-based Plenum Pub- 
lishing, a publisher of scientific books 
and lournals, trades at just 26'A but 
has a net asset value of around $32.50. 

to judge from prices paid recently for 
other publishers. Subtract the 
debt and subscription liability 
and the company is worth $180 
million; divide by 5.5 million 
sy shares outstanding to get 

</      $32.50. 
How did Plenum get into 

the investment business? "We 
haven't been trying to build up a 
portfolio of securities, like Buf- 
fett did with his insurance com- 
pany or Tisch did with his insur- 
ance company [CNA, part of 
Tisch-controlled Loews]," ex- 
plains Chairman Martin Tash; 

"It's just that the cash flow is so enor- 
mous in our business, and we try to 
maximize the income from it." As far 
back as 1974, Tash started getting cre- 
ative investing the proceeds from 
sales of multiple-year subscriptions. 
The safe thing to do was to park the 
money in Treasury bills. But Tash 
went cash management one better, by 
buying high-yielding stocks. Tax laws 
have since been changed to make this 
a somewhat less lucrative strategy, 
but Plenum is still able to take advan- 
tage of the 70% exclusion for divi- 
dends paid by other corporations. At 
year-end 1988 Plenum had big stakes 
in Occidental Petroleum and Mobil. 
"You can almost double your aftertax 
return (versus T bills]," says Tash. 
"How could you not (invest in high- 
yielding stocks] if you were willing to 
take the market risk?" 

In 1988 Tash turned his hand to risk 
arbitrage, which involves investing in 
pending takeovers. In the first quarter 

Double plays 

Want a cheap piece of Toys "R' 
trades for little more than the va 

Us? Try buying Petrie Stores, which 
ue of its 14% stake in the toy retailer. 

Company                                            Price 

Cash and 
securities 
per share Major holdings 

Dynamics Corp of America               24- I S16 29% CTS Corp 

General Cinema                                  25 n\ 18% Cadbury; 60% Neiman Marcus 

Pelrie Stores                                            21M 21 14% Toys "R" Us; 23% Paul Harris 

St Joe Paper                                   17,000 5,400 53% Florida East Coast Industries 

Trico Products                                        58 29 Ford; General Motors 

Net ol debt, bui aftei sale ol bottling operation 
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oi 1989 Plenum booked a $3.3 million 
capital gain from a position in RTR. It 
dad good company: At year-end, Berk- 
shire Hathaway was sitting on RJR 
stock worth more than $300 million. 

So when you buy Plenum Publish- 
ing you are really buying a publishing 
company plus an oil sector fund plus 

; an arbitrage fund. If that mix doesn't 
deter you, this is a cheap way to get it. 

There are certain advantages to run- 
i ning a closed-end fund in the disguise 
of an operating company, chief among 
them that certain Securities &. Ex- 
change Commission rules on diversi- 
fying the portfolio can be ignored. The 
dividend exclusion is a nice advan- 
tage, largely offset, however, by the 
potential double taxation of the com- 
pany's shareholders. (If Plenum were 
a fund, it wouldn't owe a corporate 
capital gains tax on the RJR.) 

Dart Group is another fund in cor- 
porate clothing. Run by Herbert and 
Robert Haft, the greenmailing father- 
and-son team with the bouffant hair- 
styles, Dart owns controlling posi- 
tions in Trak Auto and Crown Books, 
plus a slug of cash equivalents. All 
told, the company is worth an esti- 
mated $175 per Dart share, net of 
debt. But the Hafts own all of Dart's 
voting stock. The nonvoting stock 
trades over the counter at 94. 

Closely held Amoskeag Co.—in the 
1920s, 1930s and 1940s the plaything 
of ruthless textile manufacturer Fred- 
eric Dumaine—owns 35% of Field- 
crest Cannon. It also owns all of the 
Bangor & Aroostook Railroad, a mod- 
ular home business and some New 
England real estate. Valuation is a bit 
tricky, but the Fieldcrest stock is 
worth $30 per Amoskeag share, and 
the railroad and modular home busi- 
ness might fetch another $11. Amos- 
keag trades thinly at 25. 

Amoskeag Co. and Dart Group 
aren't the only operating companies 
with a large stake in another firm (see 
table, p. 264).    ; 

Even if you're not shopping for a 
closed-end, it is a worthwhile exercise 
to do a breakup analysis of an Amos- 
keag or a Berkshire Hathaway. It is 
precisely this frame of mind that lies 
behind the success of value players 
like Warren Buffett, whether they are 
pricing a conglomerate or a gas pipe- 
line. "We look at a lot of companies in 
the same way," says Michael Price of 
the eminently successful Mutual Se- 
ries funds. "Even if they don't own a 
portfolio of stocks, they own 100% of 
one stock." ■ 
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[ last. A high return 
from a bond fund 
without getting 
buried in junk. 

You don't need to invest heavily 
in junk bonds to get outstanding 
total returns and a notable yield. 
SteinRoe High-Yield Bonds seeks 
high current income by investing 
principally in medium quality debt 
securities. In fact, SteinRoe High- 
Yield Bonds invests less than half 
of its portfolio in BB or lower 
rated bonds. 

The results speak for themselves. 
Average annual total returns for 
the periods ended 3/31/89:1-year, 
7.84%; since the fund's incep- 
tion on 3/5/86, 8.09%.* 

And at SteinRoe, there are no 
sales commissions. No redemption 
fees. You can even switch between 
any of our funds just by picking up 
the phone. 

Starting is easy. 
All it takes is $1,000. For more 
complete information, call for a 
prospectus today. Choose SteinRoe 
High-Yield Bonds. It could keep 
you out of a lot of junk. 

Call 24-hours 

1-800-338-2550 
Please send me a prospectus containing more 
complete information on SteinRoe High-Yield 
Bonds. I will read it carefully before I invest 
or send money. 

Name  

Address. 

City  . Zip_  State_ 

Daytime Phone A )  
SteinRoe Mutual Funds 

PO. Box 1143 • ( hicago, IL 60690 

007M02-AD891770000748 

ff> 

STEIN ROE 
Mutual Funds 

Tntal return, which includes changes in share price and assumes reinvestment of income and capital 
gains distributions, represents past performance, which may vary for different periods. Actual total 
return and principal value of an investment will fluctuate so that an investor's shares, when redeemed, 
may be worth more or less than their cost. There is no guarantee that the Fund will achieve its 
investment objective. Liberty Securities Corporation, Distributor 

© 1989 Stein Roe & Farnham Incorporated. 
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Special Situations 

As a group, new stock issues are lousy 
investments. Why do people keep buying 
them? Because a few pay off big. Here are 
some tips for improving the odds. 

Survival i 
of the few       ! 

fclrtdc McDonnell 

By Charles M. Bartlett Jr. 

T| HE NEW ISSUES MARKET is heat- 
ing up again, with a spate of 

offerings in May and gushing 
prices for a few stocks that came out 
earlier this year. Several prominent 
publications have heralded the revival 
of the dormant new issues market. 

We have a more subdued story to 

tell, with an unhappy ending. It's the 
story of how well new issues do over 
the long pull. They fare terribly. 

Only half the initial public offer- 
ings since the beginning of 1979 now 
sell for more than their offer price. 
Only a third beat the Standard & 
Poor's 500 stock average. This is a 
pathetic showing when you remem- 
ber that these issues are much riskier 

The best and worst new issue underwriters 
Brokers are ranked by the 
that raised at least $5 mill 

performance of new stock issues since 
ion and were priced at $5 or more. 

1979 

Rank Underwriter 
Number of 

issues 

% of issues that 
beat the 

went up        market 

Average performance 
rel to 

actual         market' 

Best 

I William Blair 40 63% 46",, 111 26.2% 

2 Piper (affray Hopwood 27 61 43 78.6 22 1 

3 It   Bradford 19 53 47 73.4 13.3 

4 Morgan Stanley 65 72 50 56 2 9.5 

5 First Boston 63 62 49 490 8.6 

6 Bear, Steams 74 47 40 640 6.2 

7 Oppenheimer 17 59 47 380 6.0 

8 Goldman, Sachs 95 63 49 44 2 5.3 

Worst 

i DH Blair 15 20 7 -60 4 -74.8 

2 Rotan Mosle2 22 23 9 ^»66 -61.0 

3 Bateman Eichler' 21 33 10 -25.4 -56.5 

4 Rooney Pace4 15 27 20 -15.5 -53.7 

S Boettcher' 21 24 19 -276 -47.5 

6 Ladenburg Thalman 30 33 23 -7.5 -*2.1 

7 Rauscher Pierce Refsncs'' 19 32 16 -23.5 ^16 

8 Montgomery Securities 54 35 25 -4.7 -35.9 

in which [he ending value ol JKKJ invested in the stock exceeds the ending value of $100 
Invested in the market    *Subsidiar) ol PaineVPebbei     'Subsidiaries of Kempa IHI.HKI.II    *Nowbank 
rupi     Subsidiary ol Inter Regional Financial Group 

than the blue chips that dominate the 
s&p 500. Also, our numbers exclude 
dividends, which are much higher on 
established companies. 

Why do people buy new issues? It is 
one of the great mysteries of the sup- 
posedly efficient market. If investors 
were rational, they would be much 
choosier and underwriters would 
have to cut prices. By how much? 

We reviewed the performance of 
2,181 companies that raised $5 mil- 
lion or more at a minimum of $5 a 
share in initial offerings between Jan. 
1, 1979 and May 12, 1989. For each we 
compared the current value of SI00 
invested in the issue with the current 
value of a $100 investment made on 
the same date in the S&P 500. The 
bottom line is an average perfor- 
mance, relative to the s&p, of -14.8%. 
In other words, if underwriters had 
cut new issue prices by 15%, the buy- 

Most bankruptcies 
Fortunately, half these underwrit- 
ers are themselves kaput. 

Number 
of             % 

Rank    Underwriter              issues'   bankrupt 

1       Muller                          43 23.3% 

2      ) Muir2                          34 14.7 

3      Moseley Sec2               41 12.2 

4      Rooney Pace2               59 11.9 

5      Paulson Invest             43 11.6 

6      Montgomery Sec          56 10.7 

7      Ladenburg                     48 10.4 

8      DH Blair                      149 8.7 

'Initial offering price w.i^ n feast Si 
-v >u bankrupt 
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ers could have tied the market. (All 
performance numbers are adjusted for 
stock splits, and in cases of acquisi- 
tions the proceeds were assumed to be 
reinvested in the S&P.) 

Why do people keep buying? One 
reason is that brokerage firms push 
new issues heavily. They earn under- 
writing commissions averaging 6.6% 
for moving this merchandise, against 
only 1% to 2% for taking your order 
for Ford Motor. Another reason may 
be that investors are prone to wistful 
thinking. They remember vividly the 
spectacular results of a few initial of- 
ferings—the Liz Claibornes and 
Home Depots (see table below). The 
many losers are less memorable. They 
don't get mentioned by industry ana- 
lysts. They never show up in the Value 
Line charts. The bankrupts vanish 
from view. 

If you do invest in new issues, inject 
some rationality into the process and 
you might actually beat the market: 
• Stay away from low-priced stocks. 
The 1,121 stocks in our database that 
came public at less than $5 show an 
average relative performance of 
-50.6%. 
• Don't pay an outlandish multiple of 
earnings or book value. Ford is going 
for 4 times last 12 months' earnings 
and 1.1 times book value. Why not 
buy Ford instead? You should, of 
course, pay more for a growth stock, 
but you should be reluctant to extrap- 
olate two years of earnings into a 
growth trend. 
• Don't invest in anything you don't 
understand. If the company's product 
sounds like some high-tech fantasy, it 
probably is. 

• Check to see how much money the 
company's current owners stand to 
pull out of the offering. Antonovich, 
the heavily advertised furrier, came 
public two years ago at 9V*; of the $7.2 
million raised, brothers Daniel and 
David Antonovich took out $1.2 mil- 
lion each. Recent bid: 7A. 
• Beware of deals where the under- 
writing fees take more than 10% of 
the issue's proceeds. 
• Be patient. Often, after an initial 

period of excitement, a new company 
gets cheap. Genentech climbed to a 
split-adjusted $14.67 during its first 
trading day in 1980; a year later the 
same stock was available for $4.33. 
• Don't be a sucker for promising 
products with redeeming social val- 
ue. If an electric car or cure for AIDS 
is going to arrive, it will probably 
come from a giant company that can 
afford the development cost, not 
from a startup. ■ 

The biggest underwriters 
Bigger doesn't necessarily mean better. Only Goldman 
and on the list of top brokers for performance of their 

appears both here 
new issues. 

Rank 
Number of 

Underwriter                           issues 

% of issues that 
beat the 

went up        market 

Average pei 

actual 

formance 
rel to 

market' 

1 Shearson Lehman Hutton 137 54% 43% 41.6% -0.2% 

EF Hutton 111 53 35 49.7 -6.7 

Robinson-Humphrey 54 48 30 30.6 -14.5 

Lehman Bros Kuhn Loeb 36 56 28 104.7 -1.3 

Foster Marshall-Amer Exp 2 50 50 97.9 -8.9 

2 Merrill Lynch 199 55 37 48.7 -1.2 

Becker Panbas 28 57 25 61.7 -15.7 

Warburg Panbas Becker 6 50 0 -1.9 -60.3 

3 Alex Brown & Sons 165 49 36 32.9 -7.4 

4 Drexel Burnham Lambert 151 51 32 19.3 -11.0 

5 PaineWebber 99 55 36 47.2 -1.3 

Rotan Mosle 22 23 9 -46.6 -61.0 

6 LF Rothschild2 108 46 27 46.7 -18.6 

7 Hambrecht & Quist 108 40 19 12.7 -33.6 

8 Goldman, Sachs 95 63 49 44.2 5.3 

'The percentage by which the ending value of $100 invested in the 
invested in the market     2 Subsidiary' of Franklin Financial. 

stock exceeds the ending va ueof $100 

The top-performing new issues 
Here are eight poor reasons to buy a new issue. For while 
investors drool at the prospect of another Liz Claiborne, 

the truth is only a third of the new issues since 1979 
have beaten the market. Below, the rare exceptions. 

Company Business 
Offer 

price' Price 

Offer 
value 
l$mil) 

Offer 

date 

 % 

actual 

• 

Underwriter 

relative to 

market2 

Liz Claiborne women's apparel % 22'/2 $21.9 6/9/81 2741% 1095% Merrill Lynch 

Home Depot home improvement 1% 39% 7.2 9/22/81 2392 827 Bear, Stearns 

King World Productions film distribution m 26% 12.5 12/5/84 1482 717 PaineWebber 

Adobe Systems computer software 2 V* 26% 5.5 8/13/86 873 662 Hambrecht & Quist 

Huntingdon International research 3 39% 60.0 6/14/83 1213 592 Merrill Lynch 

Safety-Kleen cleaning equipment 1% 32 10.7 4/3/79 1863 541 Loeb Rhoads'/Wm Blair 

Autodesk computer software 35/8 36 Vi 15.4 6/28/85 895 508 LF Rothschild4 

LA Gear footwear manufacturer 5% 42% 19.0 7/1/86 637 492 Sutro" 

'Per common share, adiusted for splits     -'The percentage by which the ending value of $100 
market.    'Acquired bv Shearson Lehman     'Subsidiary of Franklin Financial.    'Subsidiary 

invested in the stock exceeds 
if lohn Hancock 

Sources 

the ending value of $100 invested in the 

Security Data Cos, Wilshire Assoaarr\ 
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Special Situations 

Timber is a pretty good inflation hedge, if 
you buy it right. Here are some ways to tell 
good timber from the rotten kind. 

The tree option 

By John R. Hayes 

WHERE ARE ALL the inflation 
hedges? Oil has behaved bad- 
ly for most of the past decade. 

Gold is half the price it once was. Real 
estate lost most of its tax breaks. 

There's another option: timberland. 
Timber investors get a long-term in- 
flation hedge, dividends as trees are 
cut, and historical returns that com- 
pete with equities. 

Risks are considerable: spotted 
owls, whose presence can interdict 
harvesting in certain old stands, a ris- 
ing dollar, campfires, low housing 
starts, the southern pine beetle and a 
cyclical paper market. And then there 

is the rakeoff problem. 
Your middleman rakes off 
all the profits for himself. 

The S20 million Hutton 
Southern Timber Partners 
I, for example, came out 
in 1982. Partners I has lost 
money six years out of 
seven, and so far the limit- 
ed partners have received 
only S96 on each $500 
unit. In the secondary 
market today, units go un- 
answered at $100, asked. 
On the other hand, Hut- 
ton (now Shearson Leh- 
man Hutton) has earned 
$3.9 million in fees and 

Patrick Mi 

If you want trees, look at prices carefully 
Timberland values vary by geography, tree q 
ing, but these numbers give a rough idea how 

uality and ease of harvest- 
much tree an investor gets. 

Security 

1988 
revenues 

($milt 

pPr vi i| {in ) invested  
acres 

owned or 
controlled 

price 
per 

acre2 
1988 

dividend 

book value 
of other 
assets' 

Rayonier Timberlands, L.P. Iclass A) $91 SI,308 $-302 1.2 $8,585 

Pope & Talbot 5 IS 209 5,177 1.3 3,710 

IP Timberlands L.P. (class A) 206 1,295 1,144 2.6 3,406 

Hutton Southern Timber Ptrs I1 1 0 -500 6.0 1,750 

Hutton Southern Timber Ptrs II' 3 0 537 7.3 1.296 

Pope Resources L.P. 18 414 2,059 18.5 430 

Louisiana Pacific 1,799 260 4,672 16.0 333 

Plum ( reek. Timber Co. L.P. NA NA -5,067 48.6 310 

Int'l Paper -  . , ; 262 7 Q77 12 2 240 

Champion Int'l 5,128 266 5,449 20.0 228 

Franconia Timber L.P.1 02 236 1,642 45.7 183 

Anderson-Tullv4 58 326 4,503 53.6 103 

'Investors equit) excluding IxKik value of nnilx-r 
by number of acres    'Closed to new investi 
shea    'Most recent bid price J')2.(*«'    \\ Na 

'$10,000 less Kx'k value of other .ISM-IS. then divided 
dilations based on offering price and curreni balance 
ippllcable 

distributions. "This partnership was 
not set up to benefit the limited part- 
ners," says Henry Swan, president of 
Wagner Woodlands, a timberland in- 
vestment company in Lyme, N.H. 
"It was set up to benefit the general 
partner." 

Although public partnerships as a 
rule offer terrible terms, other options 
are attractive. For most small inves- 
tors the best is buying shares in a 
publicly traded company that owns a 
lot of timberland. 

Underlying those 
shares is good economics. 
Studies by John Han- 
cock's Timber Resource 
Group—which now man- 
ages 670,000 acres for pen- 
sion funds—show real, 
compound timber returns 
of 5.4% annually since 
1960, slightly outpacing 
common stocks. Hancock 
also says timber is coun- 
tercyclical to bonds and 
equities, and therefore a 
good addition to a diversi- 
fied portfolio. Unlike gold 
and silver—more tradi- 
tional inflation hedges— 
timber grows in size as 
well as value. And unlike 
most agricultural com- 
modities, timber needn't 
be sold at a loss if this 
year's price is too low; it 

jp. can   be   stored   on   the 
stump. 

Be warned that timber- 
land investments are notoriously dif- 
ficult to measure historically, and 
some academics disagree with Han- 
cock's conclusions. But here is one 
undisputedly bullish fact: While of- 
fice buildings and condominiums are 
getting more numerous, the world is 
losing timberland. 

The shareowner in a forest product 
company is, of course, betting not 
only that the trees will hold their val- 
ue but also that the value will be 
realized somehow. James Goldsmith 
and Charles Hurwitz used underval- 
ued timber to conquer and divide 
lumber and paper companies this de- 
cade. Today, with forest product com- 
panies selling at only 7.7 times earn- 
ings and demand from Asia pushing 
Pacific Northwest timber to over 
$400 per thousand board feet, one 
could argue the industry is more vul- 
nerable than ever. (The price was only 
$125 when Goldsmith won Crown 
Zellerbach in 1985.1 
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Champion International, for exam- 
ale, owns or controls 6.4 million acres 
3f U.S. timberland and sells below 

. oook value. The market value of its 
:ommon shares is $3.1 billion, while 

jaontimber assets are $1.8 billion, net 
of liabilities. That means the timber- 
land costs, in effect, $228 an acre. 
What those acres are really worth var- 
ies tremendously with tree quality, 
distance to mills and ease of harvest- 
ing, but prices range from $300 to 
$700 in the Southeast and $1,000 to 
$4,000 in the Pacific Northwest. 

Two master limited partnerships, IP 
', Timberlands and Rayonier Timber- 
lands, look like purer plays, but the 
land ownership is an illusion. The 

: general partners, controlled by Inter- 
| national Paper and ITT Rayonier, 
promise to try to pay a dividend near 
12% of original purchase price to pub- 
lic investors. But after 1999 and 2000, 

I respectively, 96% of the yield from 
the land reverts to the parent corpora- 
tion. A unit of one of these, therefore, 
isn't a timber investment so much as 
an annuity whose income stream is 
dependent on timber prices and good 
behavior by the general partner. 

Pope Resources and Plum Creek 
Timber Co. are both partnership split- 

1 offs of forest product companies that 
still look like operating companies. 
Almost half Pope's revenues come 
from real estate development and re- 
sort management. Plum Creek, once 
the timber component of Burlington 

! Northern, has 338,000 acres in the 
Pacific Northwest and 1.1 million 
acres east of the Cascades. It also 
owns lumber, plywood, fiberboard 
and wood chip mills. Though the part- 
nership is saddled with significant 
debt, investors are paying only $310 
an acre for the timber, so Plum Creek 
could be treated as an undervalued 
forest product company. 

If you want to own tree acreage 
outright, you can hire a manager to 
select it and deal with timber buyers. 
It helps to be wealthy. "People like to 
have something they can go out and 
touch and walk around on," says Jack- 
son, Miss, forest manager fames Var- 
daman, author of How to Make Money 
Qrowing Trees. "But it better be some- 
thing they're figuring on owning for a 
long time, because the transaction 
costs are a hell of a lot bigger than 
they are with Charles Schwab." An- 
other drawback: It's unlikely that a 
fire will wipe out Weyerhaeuser, but 
it could certainly happen to your 300 
acres. ■ 

Read two at night, 
Wake inspired in the 
morning 
The original volume of Forbes Scrapbook of 
Thoughts on the Business of Life was a bedside 
book, a traveling companion, an ideal birthday 
or holiday gift, even part of the new employee 
program at a firm of business consultants. 

Now in a handsome blue cloth slipcase, the 
expanded two-volume edition of Forbes Scrap- 
book of Thoughts on the Business of Life is 
being offered to Forbes readers. 

The result of patient culling month by month 
over a number of years, each volume contains 
some 3,500 polished gems of wisdom from 
the great authors of Greece and Rome down 
to our own day. 

The pages are generously laid out on good 
quality paper, a pleasure to browse through and 
savor at random, a Thought or two at a time. 
Alternatively, a special index allows the pursuit 
of themes such as thoughts on Courage, Patriotism, 
Faith, Romance and Taxes. 

The binding is blue cloth with matching slipcase. The lettering on the 
spine is imprinted in gold. 

The price for the two volume set, $31.95, is a nice saving on the per volume 
price of $18.50. To order, simply fill out and mail the coupon below. 

The original volume. 500 pages, approximately 
3,500 Thoughts. Same binding as two-volume set. 
Only $18.50 

FOrbCS   DEPT. T., 60 FIFTH AVENUE, NEW YORK, NY 10011 

1 Send me the 2-volume boxed set of The Forbes Scrapbook of Thoughts 
on the Business of Life. My check for the special price of $31.95 enclosed. 

J Send me the original one-volume collection. My check for $18.50 enclosed. 

Send tO                                                                                                     n Charge my credit card 

(please print)                                                 n American Express 

Address                                                                                       D MasterCard 

□ VISA 
City                             State         Zip 

I             .    .       .    ,                                      ...                     „,                       Credit Card Number 
All prices include postage and handling charges. Please add 
appropriate sales tax on New York State orders and other 
states where applicable.                                                             Expiration date 
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I Collectors 

Few folks have the space to collect large 
modern sculpture. And that suits 
Raymond Nasher just fine. 

Thinking big 

By Christie Brown 

RAYMOND NASHER likes things 
big. Like Texas. And modern 
sculpture. 

He    made   his   fortune   building 
houses and shopping centers in the 
Fifties and Sixties. It all grew out of a 

college course on economic and popu- 
lation trends. All signs pointed to the 
Southwest, so he married a Texan, 
moved to Dallas and prospered might- 
ily in the postwar housing boom. 

Continuing to think big, he devel- 
oped a taste for large modern sculp- 
tures—and over the years he and his 

wife Patsy (who died last year) 
amassed one of the most important 
single collections of pieces—over 400 
in number—of any individual collec- 
tor in the world. It includes works by 
Alberto Giacometti, Auguste Rodin, 
Henri Matisse, Alexander Calder, 
Paul Gauguin and Max Ernst, among 
others. And some of the pieces are 
mammoth: two 8-foot-long reclining 
figures by Henry Moore; a 20-foot- 
high steel man by Jonathan Borofsky; 
a 40-foot-long minimalist sculpture 
by Richard Serra. In all, the collection 
is worth over $100 million. 

It is hard to hide such a collection— 
and Nasher has no intention of trying. 
Every sculpture in it is always on dis- 
play, either at his Dallas home with 6 
acres of lawn, his offices at the North- 
Park National Bank (which he con- 
trols) or the NorthPark Shopping Cen- 
ter (which he built in 1960-65). Eighty 
sculptures )ust returned to his home 
after a two-year museum tour in Dal- 
las, Washington, Madrid, Florence 
and Tel Aviv. 

The logistics of moving and dis- 
playing these sculptures (weighing up 

,i.h Robbie \M brjn 

Raymond Washer (il his Dallas home uilh a "7 U />' )cals   hy Mark <li Suvero 
"We could have formed an important painting collection, but it wouldn't have been unique.' 
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to 50 tons) would give most people 
nightmares. It doesn't bother Slasher 
one whit. On the contrary, it was one 
incentive to collect sculpture. The 
Nasher collection would be special. 

The Boston-born developer, now 
68, got his M.A. in economics from 
Boston University, then started a de- 
velopment company in Dallas in 1951 
and built thousands of $8,000-to- 
$10,000 houses for buyers with feder- 
al mortgage guarantees. The company 
took on ever larger projects, culminat- 
ing in 1965 with NorthPark, designed 
by Eero Saarinen and Kevin Roche. It 
was Dallas' first big shopping center, 
and remains successful today. In 1965 
he expanded his business interests to 
start NorthPark National Bank. 

Nasher's wife had been an insatia- 
ble collector since childhood of every- 
thing from matchboxes to Mayan tex- 
tiles. Early in their marriage they be- 
gan collecting pre-Columbian art and 
modern paintings, and gradually mod- 
ern sculpture, to adorn both their 
home and Nasher's buildings. "We 
could have formed an important 
painting collection, but it wouldn't 
have been unique," says Nasher. 

The field was wide open: Collector 
interest in such sculpture started ris- 
ing only in the Eighties. "You can't 
put a 20-foot, 5-ton sculpture in a 
New York apartment," says Nasher. 
But it easily fit on the couple's front 
lawn. There was the added appeal of 
bargain hunting: They could buy a 
Matisse sculpture for maybe one- 
twentieth the price of a Matisse paint- 
ing, "and the sculpture was better," 
grins Nasher. 

The Nashers, accustomed to ex- 
changing gifts on all occasions, now 
bought each other sculpture as pres- 
ents. Patsy's birthday present to Ray- 
mond in 1960 was a 6-foot bronze 
figure by Jean Arp, for example. 

- Their interest grew into a passion, 
and they began prowling the auction 
houses, sculpture galleries, exhibit 
openings and the Fondation Maeght 
in France. On a visit to Henry Moore's 
studio, in Much Hadham, England, in 
1967, they saw two sculptures: "Two 
Piece Reclining Figure No. 9," which 
Moore was working on, and a rough 
design for a piece called "Three Piece 
No. 3: Vertebrae." Entranced, they 
asked Moore to wire them when he 
completed the works. A year later 
both joined the Nasher collection. 

They even bartered for sculpture. 
Once they traded a Jasper Johns paint- 
ing for two sculptures by Max Ernst 

Anthony Gormley's "Three Places in the lobby of NorthPark I, a Dallas office building 

and one by Matisse. Artistic arbitrage. 
While the collection has evolved 

with a concentration on Giacometti, 
Matisse, Joel Shapiro and Constantin 
Brancusi, Nasher does not have favor- 
ites. "They are too much like chil- 
dren," he says. And his pleasure 
would be limited if he did not share 
them. Hence the displays at his prop- 
erties and the loan of four sculptures 

' 
/ 

/' 
t 

1 

1 
s 

mm           ™ 
~"~ '"'"^^zz^/MQffi            ?• " A 

"Seated Woman" by Willem de Kooning 
outside Nasher's Oryx building 

to the new Dallas symphony hall, 
which opens in September. 

He even has plans for an exhibit in 
Moscow and Leningrad in the early 
Nineties. Raisa Gorbachev, who saw 
the 80 pieces on tour at Washington's 
National Gallery in 1987, extended an 
invitation to Nasher. Since both Ray- 
mond's and Patsy's fathers emigrated 
from Russia in the 1890s, the project 
pleases him immensely. A kind of 
ancestral redemption. 

Nasher is fascinated by the century 
of art history his sculpture embraces, 
and hopes to write a book about it. 
Chronologically, his collection in- 
cludes the classical "Eve" by Rodin, 
signed in 1881, Brancusi's "The Kiss" 
(1908), Picasso's cubist "Head of a 
Woman" (1909), Giacometti's "Spoon 
Woman" (1927), Max Ernst's "The 
King Playing with the Queen" (1944), 
the constructivist sculptors of the 
1960s and the pop art of Roy Lichten- 
stein's "Double Glass" (1980). 

To the layman, much modern 
sculpture can be harder to appreciate 
than traditional, classic pieces. 
Nasher acknowledges that not all of 
his pieces are easy on the eyes. 

"Some have sheer beauty like Ma- 
tisse's 'Madeleine,' others are purely 
intellectual like Mark di Suvero's 'In 
the bushes' [12-foot-high colliding 
beams and girders]." 

But he maintains that each of his 
pieces excites curiosity, and that is 
what makes them great art. 

After all, who but a developer is 
better equipped to see intellectual 
beauty in a girder? ■ 
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Chemicals Advanc 

strong 1987. Sales increased by 9.6%. 
In line with the good results, the 
dividend for VEBA shareholders 
shall be raised from DM 10 to DM 11. 

Profits Growth 
1984-1988 (DM million) 

1000 

Further Significant Increase 
in Profits 
The VEBA organization, the fourth 
largest business in the Federal 
Republic of Germany, increased its 
profits by 13.5% over an already Major Expansion in Chemicals 

The company's chemical business has 
been systematically expanded. Here, 
sales increased by 63% - primarily 
through acquisitions in the area of 
plastics. Similarly, in the sector of 
trading, transportation and services, 

•  the VEBA companies strengthened 
their presence in the market as well 
as their range of services. 

VEBA - Investing in Markets 
of the Future 
VEBA management is consistently 
building and streamlining the firm. 
This is exemplified by acquisitions 
like the purchase of Monsanto Elec- 
tronic Materials Company, USA, 
through the VEBA subsidiary HULS. 
As a result of this investment 

88 HULS will become one of the largest 
suppliers in the world market for 

7^0 /3U 

500 

250 

84 85      86 87 

Results in brief 1987 1988 Change 

Sales DM million 40475 44372 + 9.6% 

Profit DM million 943 1071 +13.5% 

Capital expenditure DM million 4612 4570 - 0.9% 

Employees 74597 84715 + 13.6% 

wafer production, an initial process 
in chip manufacturing. 
VEBA KRAFTWERKE RUHR (VKR), 
a power generation company, has 
increased its involvement in the 
future-directed business of disposal 
and recovery of industrial and other 
special wastes. 

VEBA today 
VEBA is a group of companies with 
a solid foundation for the future in 
electrical power generation, chemi- 
cals, oil and the sector of trading, 
transportation and services. 
The power suppliers PREUSSEN- 
ELEKTRA and VKR deliver about 
18% of all electricity consumed in 
West Germany. HULS is one of the 
leading producers of chemicals and 
over 1500 special products such as 
plastics, rubber and raw material for 
detergents. VEBA OEL holds a strong 
position in the German mineral- 
oil market. STINNES and RAAB 
KARCHER rank among the large 
international trading houses. 

If you would like to receive a copy o 
the interim report or further infor- 
mation about VEBA, please write to 
VEBA AG, Karl-Amold-Platz 3, 
D-4000 Dusseldorf 30, West Germany 



The Forbes/Wilshire 5000 Review 
Edited by Steve Kichen 
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Market value of Wilshite 5000: 
$2,992.2 billion as of 6/02789 

.Wilshire 5000 equity index1 

The total price of all stocks for 
.which daily quotations arc 
available, weighted by market value 

Dow Jones 
industrial average 
The total price of 30 
blue-chip industrial stocks, 
adjusted to reflect splits. 
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O O Percent change in last two weeks. 
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Are we reliving the summer of 1987? A 136-point rise in 
the Dow industrials over the last four weeks brings this 
market bellwether to 2518, or within 7.5% of its August 
1987 precrash high. The big difference, of course, is in 
earnings. The Dow is presently selling for 11.5 times its 
trailing 12-month earnings. Two years ago the multiple 
on the Dow was almost twice as high. 

With hindsight, it seems the market was overpriced two 
years ago—but not necessarily by a factor of two. The 

1987 Dow was to some degree correctly anticipating 
strong earnings gains over the next several years. Now the 
market, with its multiple much lower, seems to be saying 
that the rapid earnings gains are mostly behind us. 

Before every major bull market of this century was over, 
secondary stocks have rallied. If the past is prologue, this 
bull market should continue at least until the over-the- 
counter stocks heat up. On a 52-week basis the Nasdaq 
(up 19.8%) still lags the Dow (up 21.6%). 

Closeup On the Equity Markets 

Performance of six leading indexes 

Percent change 
Wilshire 

5000 
Forbes 
5002 

Dow Jones 
industrials 

NYSE 
Composite 

Amex Market 
Value Index 

NASDAQ 
Composite 

in last 4 weeks ■ 5.4 6.0 5.7 5.4 3.9 4.8 

in last 52 weeks 21.2 20.7 21.6 20.7 19.8 19.8 

Stock performance based on six key investor yardsticks3 

Percent change 
Company size Volatility4 P/E multiple Dividend yield Growth profile5 Share price 

large small high low over 21 under 8 over 4.5% none high low over $34 under $4 

in last 4 weeks 5.3 4.1 3.2 3.7 4.2 4.0 3.7 4.4 3.9 4.3 3.8 3.6 

in last 52 weeks 23.4 22.7 17.6 11.4 32.0 17.7 6.3 26.2 20.2 18.2 25.9 5.3 

Wilshire index reflects price performance. It differs slightly from market value of outstanding stocks hecause of retirements of equity since index was created. "Based on sales. 
Equal weighted indices containing all shares with market capitalizations over S10 million.4A stock's sensitivity to overall market movement. High-volatility issues have wide 

pnee fluctuations, low-volatility issues are more stable. \A quantitative evaluation of a stock's growth image, determined by Wilshire Associates. 

Note: All data for periods ending 6/02/89. Prepared by Wilshire Associates, Santa Monica, Calif. *"*" ""■"* 
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Where the Action Is 

Prime movers. As several major banks lowered their 
prime rate to 11%, stock prices in the finance sector rose 
3.3%. NCNB, Bank of New York, Union Bank of San 
Francisco and Federal National Mortgage all gained better 
than 11% over the past two weeks. 

Even though the technology sector was up only 0.9%, 
versus 1.6% for the Wilshire index, several technology 

stocks posted impressive gains. Compaq Computer rose 
18.6% on news that it plans to expand its plant in Erskine, 
Scotland to help service growing foreign sales. Double- 
digit gains were made by Motorola and Stratus Computer. 
The only sector to post a loss was consumer durables, 
with GM, Chrysler, Echlin and Black & Decker falling 
most among the majors. 

Percent change in last 52 weeks  "O-O-  Percent change in last 2 weeks 

Capital goods 
+ 50               .^^ 

° 

-25 

 1 1 1 1 I 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
18 l'89 

Energy 
+ 50            ^^ 

^C\ 1 2^fc. 

.                          N^- 

-25 

1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
'88 I'M 

Consumer durables 
+ 50 

'*s^nl^r 

0 

-25 

111111111111111 1 1 1 1 1 1 1 1 1 1 1 1 
'88 l'89 

Finance 
+ 50            ^>*. 

0 

-25 

1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 111111111111 
'88 l'89 

Technology 
+ 50 

^ 1)    Jlw 

0                 ""*""'' 

-25 

1 1 1 1 1 1 1 1 1 1  1111111II111 
XX l'89 

Transportation 
+ 50 

^\* "P 

0 

-25 

1 1 1 1 1 1 1 II 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
'88 l'8« 

Consumer nondurables and services 
+ 50 

^ 

0 

-25 

1 1 1 1 1 1 1 1 1 1  1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 
'88 l'89 

Raw materials 
+ 50 

^h 
0              V*^""               " 

-25 

1 1 1 1 1 1  1 1 1 1 1 1 1 1 1 1  1 1  1 1  1 1 1 1 1 1  1 
'88 l'89 

Utilities 
+ 50            ^ 

-^+ .8^. 

0 

-25 

1 1 1 1 1     1 1  1 1  1 1 1 1 1 III 1 1 1 1 
'88 l'89 

What the Analysts Think 
Pumping cheer. Crude oil price rises have abated some who follow energy companies. In the past month 1989 
what since their pace earlier this spring but not enough to forecasts were raised by more than 20% for Valero Energy, 
dampen the rising expectations ot Wall Street analysts     Crown Central Petroleum and Amerada Hess. 

Forecasting the Forbes Sales 500 

Performance 
period 

Average 
earnings per 

share P/E 

latest 12 months 
1989 estimates 
1990 estimates 

$3.36 
3.81 
4.18 

13.1 
11.5 
10.6 

Kank based on 

change in estimate Sector 
Estimated 1989 
EPS             P/E 

% change in 1989 estimate 
in 2 weeks      in 4 weeks 

1                       Energy $3.35 11.8 0.77% 1.16% 

2 KJM null-rials 3.45 9.6 0.33 0.14 

i Consumer durables 3.54 11.2 0.25 0.42 

4 Capital goods 3.00 13.7 -0.07 -0.33 

5 Utilities 3.03 11.7 -0.07 -0.20 

6 ( nnsiimrr nondurables 2.67 ISO -0.17 -0.26 

7 Technology 3.19 11.9 -0.67 -1.35 

8 Transportation 2.81 11.2 -1.16 -0.62 

9 Finance 1.5S 9.6 -3.65 -4.40 

Earnings protections are capitalization weighted consensus estimates from ovci 1,000 secant) analysts Data are compiled and upd.it eel continually by the Institutional Brokers 
Estimate System ilKI v. .i service of I \mh |oncs N K\.m .i New York based brokerage firm 

Ml data for periods ending 6/02/89 Prepared by Wilshire Associates Santa Monica Cam   mi s a service of Lynch lanes & Ryan New York 
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©1988 Missouri Depanmeni of Economic Development 

A REMINDER OF 
How MANY THINGS ARE BUILT 

AROUND A STRONG CENTER. 

Just as things in nature expand and grow from the 
center, business expands naturally from Missouri. 

We're the geographic and population center of the 
country. At the crossroads of ten interstate highways, 
the second and third largest rail terminals in the coun- 
try, and the second largest inland waterway. 

Add to that a manufacturing climate ranked No. 2 
in the nation, and you begin to see why companies like 
Hallmark Cards, Anheuser-Busch and 350 other For- 
tune 500 companies have located in Missoun. 

If you're a manufacturer, write or call us toll-free 
today. You'll find that when it comes to business, 
Missouri's the natural choice. 

Missouri 
Advantage 

Name  

Company/Title  

Address  

City  State Zip. 

1-800-523-1434 
Mail to The Missouri Advantage. PO Box 118. Jefferson City. MO 65102 6627-F 
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FINANCIAL   NEWS   FROM    BAT   INDUSTRIES 

Pre-tax profit £324m 
in first quarter 

THREE   MONTHS   RESULTS 
il      SI 69 al 31 3 89 ($1 81 at 31 12 88) 3 months to March 1989 3 months to March 1988 Change 

PRE-TAX   PROFIT £324m £277m + 17% 

EARNINGS   PER   SHARE 12.48p 10.59p + 18% 

• Pre-tax profit £324 million, + 17% over last year's strong first quarter. 

• Financial services contributed 48% to trading profit - profit mix unlikely to be reflected 

in full year's figures. 

• Financial services profit £194 million, +£104 million. £64 million first time contribution 

from Farmers - Eagle Star's strong investment and underwriting performance - Allied 

Dunbar and Canada Trustco good progress. 

• Tobacco profit £152 million, +2% - gains in most parts of the world offset by 

distortions and marketing investments in US domestic market. Success in cigarette export 

markets 

• Paper and pulp profit unchanged - good quarter for Appleton and pulp interests - 

weakness in Wiggins Teape's carbonless markets 

• In a quarter where retailing has little impact on Group profit, good performances from 

Saks, Marshall Field's and Argos. 

• Strong operational cash flow continues and would be enhanced by proposed Amatil 

restructuring. 

1$* BAT INDUSTRIES 
FINANCIAL    SERVICES • RETAILING • PAPER 

li NY I 0 

TOBACCO 
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Capital Markets 
MONEY & INVESTMENTS 

The SEC, stepping ever so gingerly on the 
toes of municipal treasurers, is attempt- 
ing to compel more honesty in tax-ex- 
empt bond prospectuses. 

DIRTY SECRETS 
By Ben Weberman 

It's becoming clearer with every 
passing year that it was a mistake to 
exempt municipal bonds from su- 
pervision by the Securities &. Ex- 
change Commission. 

That's something that probably 
crossed the minds of the unfortu- 
nate purchasers of a New York City 
Housing Development Corp. issue, 
the 123/4S of 2024, which went to 
market in 1982. The preliminary 
prospectus (popularly known as an 
offering statement) said the bond 
could not be called for early redemp- 
tion even as the underlying portfo- 
lio of mortgages became liquidated. 
In consequence, as yields in the tax- 
exempt market dropped, the bond's 
price shot up; holders figured they 
had a fat coupon coming until first 
call date in 1992. 

What a surprise, then, when the 
Housing Corp. called the bond at 
par in 1986, at a time when the bond 
was trading at 126. The final pro- 
spectus, which allegedly wasn't 
available until the bonds had been 
sold, omitted the word "not" in the 
early-call clause. Buyers felt that 
they had been ambushed. How 
could they find the one word that 
was missing in a large document? 

Not surprisingly, holders of the 

Ben Weberman is a contributing editor of 
FORBES magazine. 

bond sued to prevent the early call, 
and won a modest settlement last 
year (equivalent to getting 113 rath- 
er than 100 for their bonds). But this 
contretemps might never have aris- 
en if not for a key part of federal 
securities law that exempts state 
and local governments. If they were 
subject to all the registration rules 
that apply to corporate issuers, they 
would find it much harder to slip 
subtle changes into a final prospec- 
tus, or to jump the gun in selling 
bonds before a prospectus is final. 

Should municipalities be subject 
to federal securities laws? Congress 
has considered this question since 
the 1933 enactment of the Securi- 
ties Act, and so far the answer has 
been "No." There are good argu- 
ments for the exemption, such as 
federal respect for state sovereignty. 

But those in favor of more regula- 
tion have only to point to the sever- 
al billion dollars lost in the Wash- 
ington Public Power Supply System 
fiasco and to the defaults by New 
York City in 1975 and by Cleveland 
in 1978. A 1979 report by the SEC, 
for instance, said that neither New 
York nor its underwriters were tell- 
ing the public all they knew about 
the city's financial strains. 

Municipal bonds are a big busi- 
ness and perhaps they deserve a lit- 
tle federal attention. More than 
$760 billion of munis are currently 
held by investors, and another $100 
billion or more of new issues come 
out each year. 

Corporate-style disclosure would 
include not only full and honest of- 
fering circulars but also updates of 
the financial position of issuers. 
Nowadays most large cities do pub- 
lish very conscientious prospec- 
tuses when they market bonds, but 

few send out annual financial re- 
ports to bondholders. 

Unhappy with congressional 
kowtowing to the municipalities, 
the SEC has decided to take the law 
into its own hands. Using broad 
antifraud provisions in the securi- 
ties acts, it is likely to adopt Rule 
15c2-12, mandating disclosure doc- 
uments for tax-exempt offerings. By 
its terms, the rule does not control 
state or local governments. It is 
aimed, rather, at municipal securi- 
ties underwriters. But the effect is 
the same. 

The rule would likely require fi- 
nancial disclosures for issues of 
bonds aggregating at least $10 mil- 
lion. However, abuses have been 
most common in small issues, hos- 
pital and nursing home issues in 
particular. One Alabama nursing 
home offering statement, in a $3 
million issue, neglected to disclose 
the existence of a negative feasibil- 
ity study on the project, says Rich- 
ard Lehmann of the Defaulted Bonds 
Newsletter, in Miami Lakes, Fla. A 
Pennsylvania hospital, raising $5 
million, failed to reveal that it 
didn't even have an operating li- 
cense. It defaulted. 

Improved information from small 
and medium-size issuers ought to 
create greater investor confidence 
in this end of the market. Once the 
SEC disclosure rules are in effect, it 
will be worthwhile to search for val- 
ues there. The bonds' limited audi- 
ence raises the yield necessary to 
find buyers. 

However, what is not included in 
the SEC rule is a requirement that 
issuers, those who borrow your 
money, provide an annual report on 
their financial condition. 

The National Federation of Mu- 
nicipal Analysts has its own wish 
list of information that should be 
disclosed publicly. Hospitals, for in- 
stance, ought to disclose data about 
cash flows, recent occupancy rates 
and dependence on Medicare and 
Medicaid. Cities borrowing under a 
general obligation ought to show 
audited financials and give informa- 
tion about their tax base and the 
local economy. You can get a copy 
of the federation's report by calling 
Leon Karvelis Jr., chairman of the 
NFMA, in White Plains, N.Y. at 914- 
682-2450. It's a good first course in 
municipal bond analysis. 

A lot of people who thought they 
could buy munis without such anal- 
ysis have paid a heavy cost for their 
negligence. ■ 
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Portfolio Strategy 
MONEY & INVESTMENTS 

By Kenneth L. Fisher 

Doing business in tiny towns on Ameri- 
ca's back roads may be unglamorous, 
but it can be profitable, safe and cheap. 

BIG FISH IN 
SMALL PONDS 

Yet it has comparable returns on 
sales and equity to K mart's, while 
growing somewhat faster. 

It's not easy handling all those 
small stores—a different merchan- 
dising and distribution orientation 
from that of a larger mass-market 
store. But by thinking "small 
town," a firm can be a big fish in 
lots of small ponds. 

Dollar General, for instance, has 
doubled its store count over the last 
decade while maintaining an ultra- 
conservative balance sheet. From a 
shareholder's viewpoint it's pretty 
safe, combining small-town defen- 
siveness with the inherent conser- 
vative approach of Messieurs Cal 
Turner, senior and junior, who own 
40% of the stock and are clearly on 
your side. With a current market 
capitalization of only 33% of annu- 
al sales, 180% of book value and 12 
times historically depressed earn- 
ings, the stock is cheap compared 
with the market. 

Ditto for twinlike Family Dollar 
(12), which has a similar style in 
similar towns and a slightly more 
aggressive financial approach, ori- 
ented toward faster growth than 
Dollar General. At 44% of sales and 
175% of book value, its market cap- 
italization is just as cheap. 

Competition? Sure, but the only 
big guy to really make it in small 
towns, with staying power, has 
been Wal-Mart (39). It's the excep- 
tion that proves the rule, because 
Wal-Mart is itself a product of small 
towns, not an outside invader. 

Lowe's (25) is a good example. Al- 
though mainly in small southeast- 
ern towns, it is America's largest 
vendor of home building products. 
Wall Street loves its more urban 
competitors, Hechinger's and Home 

Where do bargain stocks hide? Try 
Siloam Springs, Ark., or Belpre, 
Ohio. Why? Wall Street has a per- 
verse tendency to bypass firms that 
serve primarily out-of-the-way little 
towns. There are stocks of good 
companies tucked away in places— 
maybe up to 30,000 in population— 
you or I rarely hear of, but the firms 
are doing good business, growing 
and, best of all, selling for cheap. 

Wall Street, perhaps because it is 
so isolated and parochial, tends to 
think that only big cities matter. 
But there's a lot more to America 
than iust New York, Chicago, Los 
Angeles and a few dozen other big 
cities. Check out a bunch of small- 
town-only retailers. It takes a knack 
to hack it in small-town America. 

K mart, for example, is a fine firm, 
but it doesn't have that knack. 
Thousands of towns are too small to 
support its size. Its 2,250 stores do 
almost $30 billion. Compare that 
with Dollar General [11], with 1,300 
dinky stores in tiny towns, selling a 
mere $670 million—only about 2% 
of K mart's volume with half the 
stores, '/2s as much per store. Dollar 
General thinks small, selling rela- 
tively few items at very low prices. 

Kenneth l Fbber ft a Woodslde, Gattf.-based 
money manager He ixis written tw<> l*>oks 
nic ^.ill Street Waltz <m<l Super Stocks 

Depot. These urbanites do a won- 
derful job with their larger ware- 
house-type "superstore" approach, 
which features stores averaging on 
the high side of 60,000 square feet, 
versus Lowe's 15,000-foot size. 
They each have about 80 stores, 
against Lowe's with 300. 

But, tailoring its methods to low- 
er store volumes, Lowe's does very 
well. In its relatively small stores 
Lowe's actually sells more per 
square foot than anyone else in the 
industry. Sure, some of those sales 
are lumberyard and contractor call- 
ins, which the city boys don't have, 
but every little bit helps. And, even 
after deducting "outside" sales, 
Lowe's still sells per square foot in 
the store as much as or more than 
anyone. And it does so while pricing 
at low average gross margins, mak- 
ing it doubly tough for new compet- 
itors to slip into town. 

The best part is: Lowe's stock is 
cheap, selling for 32% of revenues, 
versus about 80% for the urban duo, 
6 times cash flow, versus a 12 times 
multiple for the others, and even a 
lower P/E, at 10, versus 14 and 23 for 
Hechinger's and Home Depot, re- 
spectively. With Lowe's barely out- 
side the Southeast, it can grow for 
decades in tiny towns and rarely 
ever compete with the city slickers. 
Lowe's is a stock to tuck away for 
years and start worrying about if 
and when it ever tries to invade 
downtown. 

While Ames (16), America's 
fourth-largest general merchandise 
discounter, isn't truly small-town 
only, it fits much the same bill. Of 
its 700 stores, including those re- 
cently acquired from Zayre, all but 
58 are in midsize to small towns 
and don't compete head-on with 
heavyweights like K mart or Wal- 
Mart. Ames trades at an amazingly 
low 16% of sales, llA times book 
value and 6 times cash flow. 

You can look for small-town op- 
erators in areas outside retailing. 
For example, restaurants can have 
similar traits. Here, I would bet on 
Piccadilly Cafeterias (15), which, like 
Ames, is midsize-town oriented, 
but still carries a nonurban compet- 
itive edge. Selling at 45% of sales 
and six times cash flow, with a P/E 
of 10, Piccadilly is little known and 
too cheap. Remember, the stock 
market's eagle eyes are primarily 
urban, whether on Wall, Montgom- 
ery or La Salle Street. But backroads 
businesses can do just as well, and 
provide overlooked bargains. ■ 
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ORPORATE 
REPORT 
A SPECIAL FORBES ADVERTISING SERVICE 

FOR  INVESTORS AND THE FINANCIAL COMMUNITY 

N New York Stock Exchange        A American Stock Exchange 

O Over-the-Counter P Pacific Stock Exchange 

LIATED PUBLICATIONS, INC. N 
)ST0N. May 31. The promotions of two executives of 
ated Publications, Inc. were announced today by API 
rman and Chief Executive Officer William 0. Taylor. 
Arthur F. Kingsbury, Senior Vice President and Chief 
icial Officer, has been named Executive Vice President 
filiated and Vice Chairman of Billboard Publications, 
(BPI), Affiliated's specialty publishing and information 
p. 
William B. Huff, Vice President and Controller of Affili- 
, will assume Kingsbury's responsibilities as Chief 
ncial Officer of Affiliated. 
mgsbury, 41, will have responsibility for Affiliated's 
orate development, strategic planning, and financial 
tions. He will also devote time, as Vice Chairman of BPI, 
spanding Affiliated's specialty publishing and informa- 
business. 
native of Portland, Connecticut, Kingsbury is a 1969 

iuate of Babson College. He joined Affiliated in 1973 as 
stant Controller and has served as Controller, Treasurer 
Chief Financial Officer. 
e is a trustee of Babson College and a director of the 
d Affairs Council of Boston. He and his wife, Ann, live in 
Iham. 
uff, 39, will have responsibility for Affiliated's account- 
treasury and finance functions. His duties will include 
stor relations, taking over that responsibility from 
iel Orr, who is retiring in June following a 42-year career 
the company. 

I graduate of Bowdoin College and Dartmouth's Amos 
<School of Business with a M.B.A., Huff lives in Wayland 
: his wife Karen. 
Contact: William B. Huff, Vice President, Affiliated Publi- 
ons, Inc., 135 Morrissey Boulevard, Boston, MA 02107. 
ne: (617) 929-2663.) 

ILIATED PUBLICATIONS, INC. N 
iOSTON, May 31. Affiliated Publications, Inc. announced 
ay that it has completed the restructuring announced on 
uary 19, 1989, to separate Globe Newspaper Company 
I Billboard Publications, Inc. from Affiliated's ownership 
-rest in McCaw Cellular Communications, Inc. (MCCI). 
'he proxy vote was approved by the requisite number of 
reholders at a special shareholder meeting held this 
;ning at Affiliated's corporate headquarters, 
'he terms of the restructuring, as described in an 
hated proxy dated April 28, 1989, followed a complex 
ies of steps requiring approval from various regulatory 
noes, as well as the shareholders of Affiliated and 

CI. 
3n February 9,1989, a new company—API Print Corpora- 
i—was created to hold Affiliated's two main subsidiar- 

Globe Newspaper Company (publisher of The Boston 
be) and Billboard Publications, Inc., Affiliated's specialty 
ilishing and information group. 

Following today's vote, one share of Class A Common 
Stock and one share of Class B Common Stock of API Print 
Corporation were issued for each outstanding share of Class 
A and Class B Common Stock of the Company, respectively, 
in a tax-free spin-off. These shares will be distributed to 
Affiliated's shareholders on or about June 7, 1989. 

After the spin-off of API Print Corporation, Affiliated 
merged its equity interest in MCCI. As a result, 58,522,638 
shares will be distributed to Affiliated's stockholders by 
MCCI on a pro rata basis of approximately 0.84 shares of 
MCCI A stock for every share of Affiliated stock held on the 
date of record, May 31, 1989. 

Upon consummation of today's transactions, API Print 
Corporation changed its name to Affiliated Publications, 
Inc. 

As a consequence of this restructuring, Affiliated share- 
holders now own shares in two different companies: a newly 
constituted Affiliated Publications, Inc., parent company of 
Globe Newspaper Company and Billboard Publications; and 
McCaw Cellular Communications, Inc., the largest cellular 
telephone company in the nation. 

Between June 1 and June 7, the new Affiliated Publica- 
tions, Inc. will be traded on the New York Stock Exchange as 
"AFPWI" (Affiliated Publications When Issued). On June 8, 
the company will begin trading under the symbol "AFP." 

(Contact: William B. Huff, Vice President, Affiliated Publi- 
cations, Inc., 135 Morrissey Boulevard, Boston, MA 02107. 
Phone: (617) 929-2663.) 

FRANCO-NEVADA MINING CORP. LTD. T 
TORONTO, Ontario (May 4)—Franco-Nevada Mining Cor- 

poration is a Canadian public company listed on the Toronto 
Stock Exchange. Its holdings in the US. through a wholly- 
owned subsidiary, comprise approximately 1,500 acres of 
royalty and net profit interest lands situated in the heart of 
the Carlin Gold Belt of Northern Nevada operated by 
American Barrick Resources Corporation and encompassing 
the bulk of the Betze-Goldstrike mining complex. 

These lands are estimated to hold in excess of 16.3 
million ounces of contained gold as of March 31, 1989 and 
are the object of an intensive U.S. $365 million-capital 
spending program which will raise annual output from an 
estimated 180,000 ounces of gold in 1989 to 900,000 
ounces in 1992. 

It is estimated that Franco-Nevada's net pretax cash flow 
will exceed $600 million Canadian over the next 18 years at 
an average gold price of U.S. $400 in 1989, and assuming 
an average annual price and cost escalation of 4%. 

The cornerstone of Franco-Nevada's future direction will 
involve the payment of a minimum of 50% of its after tax 
cash flow as dividends, with the objective of becoming the 
premier income equity investment for North American gold 
investors. 

(For a copy of our Annual Report, write; 
Mrs. Donna Yoshimatsu, Franco-Nevada Mining Corp. Ltd., 
20 Eglinton Avenue West, Suite 2000, Toronto, Ontario M4R 
1K8 Canada.) 

Whafs the 
best way to 
reach America's 
most important 
investors? 
CORPORATE REPORT 

Once a month 
Corporate Report Updates 
enables publicly held corpora- 
tions to announce important 
developments to active -and in- 
fluential investors who regu- 
larly read Forbes. This low cost, 
informational advertising 
service appears 12 times a year, 
and for additional impact and 
relevance, Corporate Report 
Updates is positioned within 
Forbes magazine's popular 
"Money and Investment" edi- 
torial section. 

Forbes' 735,000 
subscribers 
represent one of the most im- 
portant investor markets in the 
U.S. 98% have investment 
portfolios with an average 
value of nearly $900,000, 
88% own corporate stock with 
an average value of $737,000 
and over half are involved with 
advising others on investment 
decisions. 

If your company 
has something to say to power- 
ful executives and active in- 
vestors, Corporate Report 
Updates is the place to say it. 

Forbes means results. 
For more information, call or 
write: 

Sarah Madison 
Corporate Report Updates 
#601 
5800 Eubank NE. 
Albuquerque, NM 87111 
(505)275-1282/3 
(505) 293-4647 Fax Machines 



Observations 
MONEY & INVESTMENTS 

By Ashby Bladen 

t\_S 

Whole life insurance is uniquely valuable. 
But it is being grossly misrepresented. 

LIFE INSURANCE: 
ONE OF YOUR BEST 

INVESTMENTS 
life insurance yourself. There are 
two books you should read before 
you let any salesman in the door. 

Start with Life Insurance: A Consu- 
mer's Handbook, by Joseph M. Belth 
(Indiana University Press, 1985, 
$12.50 in paperback). It is absolute- 
ly essential reading. 

FORBES reader William Brownlie 
is publishing a book entitled The Life 
Insurance Buyer's Guide (McGraw- 
Hill, $24.95 "hardcover; $12.95 pa- 
perback). It does not explain the 
fundamentals as Belth's book does, 
but its method of comparing rates of 
return will be very useful to anyone 
thinking about making a substan- 
tial life insurance investment. 

One of the most fundamental 
things for the insurance buyer to 
keep in mind is the difference be- 
tween term life and whole life. 
Term life insurance is simple and 
cheap—as long as you know what 
you are getting. It is like your auto- 
mobile insurance in that it is pure 
protection for a limited period of 
time. The premium is the cost of 
the protection, and if you are still 
alive at the end of the term, your 
money is gone just as is the premi- 
um for your car insurance in a year 
when you didn't have an accident. 

The trouble with term is that 
death is a certainty, not a possibili- 
ty, and the risk of dying increases 
with each passing year. So by the 
time you really need the insurance, 
you may not be able to afford it. The 
answer is level-premium whole life 
insurance, which combines protec- 
tion with savings. In the early years 
the premium is considerably above 
the cost of insurance, and the result- 
ing savings account takes care of the 
later years when the cost of insur- 
ance has risen far above the level 

Life insurance ought to be the first 
consideration in most responsible 
people's investment program, but 
we usually prefer not to think about 
it because it means facing up to the 
fact of our own mortality. If you 
simply don't care what happens in 
this vale of tears after you have left 
it, then you don't need life insur- 
ance. But you do care what would 
happen to your family if you died 
unexpectedly, and a good whole life 
insurance policy will give you peace 
of mind that you can achieve in no 
other way. It can also be a satisfac- 
tory personal investment if you live 
to a ripe old age. 

Because most of us don't want to 
think about dying, life insurance 
usually is sold rather than bought. 
An expert and responsible agent is 
invaluable, but during the last de- 
cade many salesmen have been 
trained to talk unsophisticated poli- 
cyholders into surrendering their 
whole life policies in order to buy 
term, and to invest the difference in 
mutual funds. They use misleading 
comparisons that verge upon out- 
right fraud. To tell an honest sales- 
man from a fraudulent one, you 
have to know a fair amount about 

Asbby tiliiiieii is a financial consultant and 
author qj How to Cope with the Develop- 
ing Ilium l.il ( i IMS 

premium. In this country the sav- 
ings account is considered to belong 
to the insured—not to the compa- 
ny—and he can either borrow 
against it or get it back by surren- 
dering the policy. Finally, partici- 
pating policies pay a dividend out of 
the investment earnings upon the 
savings account. You can use the 
dividends to buy additional insur- 
ance and, if the investment earnings 
are good, the policy can be an excel- 
lent source of retirement income. 

So the rate of return on a life 
insurance policy is important, but it 
is also hard to calculate. The rate of 
return on any policy is astronomical 
if you have the good timing to drop 
dead right after paying the first pre- 
mium; but over a long lifetime the 
difference between a good company 
and a mediocre one will be huge. 
The first and most important point 
is not to let any salesman fool you 
by comparing the return on a term 
policy with that on a whole life poli- 
cy. Since the one is insurance 
against a possibility and the other is 
insurance against a certainty, that is 
like comparing the return on a lot- 
tery ticket with the return on a 
bank account. 

Too many people think that, be- 
cause life insurance is regulated by 
the states, one company must be 
just about as good as another. But 
some life companies are in roughly 
the same shape today as many 
thrifts were in during the mid- 
1980s, and for much the same rea- 
sons. In my opinion, the regulators 
are letting them hide the fact that 
they lack the capital and earnings to 
do a safe and satisfactory job. 

Many states have guaranty funds 
to take care of insolvencies at the 
industry's expense, but their Achil- 
les' heel will turn out to be the same 
as it is in the thrift industry. They 
can take care of the odd small bank- 
ruptcy, but the costs of big bailouts 
would be a crippling burden for the 
healthy companies. We taxpayers 
eventually will be asked to provide 
the bailouts because the policyhold- 
ers do not deserve to suffer any 
more than the thrifts' depositors do. 

My advice, then, is: Pay careful 
attention to what authors Belth and 
Brownlie tell you about choosing a 
company. Real trouble is brewing, 
and you don't want to be caught in 
it. There are still a few strong whole 
life companies, and two that I can 
recommend without reservation are 
the Guardian and the Northwestern 
Mutual. ■ 
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brbes Market/ 
REAL ESTATE REAL ESTATE WINE CELLARS WINE CELLARS 

YELLOWSTONE PARK 
BOUNDARY RANCH 

lied south of Livingston on the 
h boundary of Yellowstone National 
;, this property is, in our opinion, 
riost spectacular ranch in Montana. 
:e mountain valleys converge on the 
h, and from the log lodge and ranch 
iquarters one commands a 180 
ee vista of high mountain peaks. 
h just less than 2,000 acres in a 
iiguous block and no public access 
he national forest on its boundary, 

ranch is totally private and 
ounded by ruggedly impressive 
jntain country, yet it boasts year- 
id access. Priced at under $1500 per 
; this ranch is absolutely the best 
ntana has to offer. 
CSTERN MONTANA SWAN 
v'ER VALLEY. In an ideal location 
*een the Bob Marshall Wilderness 
I the ruggedly beautiful Mission 
untains is one of Montana's prettiest 
dern homesteads. A hand hewn log 
ne and guest house, complete with 
ns and paddocks, overlooks 

adows, creek and a large pond, all 
Tied by heavy coniferous forests. The 
h peaks of the Swan Range jut above 

ranch to the east and the great 
ssif of the Mission Range beckons 
uward. Midway between Kalispell 
i Missoula, about one and a half 
urs from each town. The Silver Star 
nch offers a beautiful base, winter 
i summer. 
intact exclusive agent for sellers: Hall 
d Hall. Inc.. P.O. Box 1924, Billings, 
mtana 59103. (406) 252-21SS or (406) 
2-7583. 

FORBES BINDERS 

CASE 

WE YOUR COPIES OF FORBES 
sse custom-made cases 

binders protect your 
uable copies from dam- 

They hold about half a 
ar's issues. Made from re- 
Drced board covered with 
ither-like material in 
J. Title is hot-stamped 
gold. Binders have 
ecial spring mechanism 
hold snap-in rods. BINDER 
lses:1-$7.95    3-$21 95   6-S39.95 
nders:1-$9.75   3-S27.95   6-S52.95 
tDER FROM Jesse Jones Industries. Dept FB, 
J East Erie Ave..  Phila.  PA 19134   Enclose 
me. address (no P O Box) & payment Add Si per 

for P&H Outside USA $2 50 per unit (US. funds 
ly). Pa residents add 6% sales tax Credit card 
jers cam-800-972-5868 (mm $15) Please allow 
o 6 weeks tor delivery Satisfaction Guaranteed. 

orbes: Capitalist Tool 

HOME ON THE RANGE 

The consummate 1,500 acre 
western retreat. Over 6,000 sq. ft. 
of executive living, PLUS guest 

cottages, abundant wildlife, corral 
and stream fed trout 
pond. Only 2 hr. from 
Denver. 

Historic Remount Ranch 
$2,900,000. 
For video call 
John Ostlund 
(818)500-0305 

fl RANCHES IN COLOA 
45 MINS. FROM VAIL 

•Nicely restored working ranch on 168 
acres surrounded by 2,000 acres govt graze 
lease. 3 good houses, barns, corrals just 
nght for small cattle or horse farm in big 
valley. Excellent water with big game herds 
on the property Exper Foreman will slay 
Asking $765,000. Owner financed, 25% 
down 10 yr payoff. Partnership with owner 
possible • 700 acre cattle ranch with 4,000 
sq. ft house 60% completed incl. barns and 
plenty of water. Improvements MAI ap- 
praised at $288,000 A steal at $495,000. Or 
buy 500 acres with house at $375,000 
Owner financed, 30% down 10 yr payoff. 
Merrill Hastings, owner, McCoy, 

Colo. 80463 (303) 653-4310    A \. 

DIAMOND BAR RANCH 
near Cody - exec home and 
guest house - cattle ranch with 
hunting and fishing. 
$1,250,000 
Western Real Estate, P.O. 
Box 2228. Cody. Wy 82414 
Phone 307-587-5584  

FOREIGN REAL ESTATE 

ITALY - LAKE GARDA 
Historic Mansion on 6 acres with private 
landing on Lake Garda. Can be purchased 
with a minimum of red tape. Corporate owner 
could turn it into high class recreational facil- 
ity. Principals preferred. Bona fide brokers 

protected. Grandi (202) 363-4464 or 
Fax (202) 3634449 

FAST FACTS ABOUT FORBES SUBSCRIBERS: 

♦Total management: 74.7% 

♦Total paid circulation: 735,000 

♦Average household income: $162,000 

♦Average value of investment portfolio: $899,000 

We Will Not Be Vndersold-Call us First! 

WlNECELLARS- USA 
Most Units Shipped From Stock! 

Single Temp Models      Retail Your Cost 
440 Bottle Capacity 
700 Bottle Capacity 
250 Bottle Capacity 
296 Bottle Credenza 
Dual Temp Models 

$ 2495 
3495 
1795 
2495 

1695 
1995 
1395 
1695 

Retail Your Cost 

600 Bottle Capacity $ 4995        $ 3495 
880 Bottle Capacity 4495 2995 
1400 Bottle Capacity^! door   6500 3795 
  Visa/MC/AmEx/Discove( 

Custom Cellars & Racking Systems - Call For Catalog 
134 W 131

ST
 St. Los Angeles • 800/777/VINO (777-8466) or in CA 213/719-9500 

Eurocave 
WINE CELLARS 

Spoil yourself, not 
your wines, with the 
perfect temperature and 
humidity control of a 
Eurocave wine cellar. 

IMMEDIATE DELIVERY 
on units up to 2,000 bottles, 
prices from only $995 88.. 

FREE Cellar Catalog 

800-356-VINO 
Dept. D-l 

THE WINE ENTHUSIAST- 
BOX 39, Pleasantville, NY 10570 

FACSIMILE MACHINES 

;K1« 
PAX O* AMIRICA 

txtmcA s LOW rtKt m wsnuurot 

REAL ESTATE 

SOUTH LAKE TAHOE, NEV. 
Luxury 4320 sq.ft., 2 story superior 
constructed mtn home, 3 spacious bd, 
3'/2 ba (1 w 6' Jacuzzi) 27x16' liv rm 
with 9x5' heatalator rockfaced fire- 
place; baseboard hot water heat and 
carpet throughout. Attached 864 sq.ft. 
finished garage. Lake and forest view. 
V* mile to boat dock, 7 mi to Stateline. 
Original owner, shows like new. 
5399,000. 

Call 408-252-4110 

CORPORATE ITEMS 

JOHN CLEESE 
Regularly Visits DEC, 3M, 
Hyatt Hotels, Barclays Bank, 
IRS and thousands of other 
organizations through Video 
Arts training programs. 

For a FREE 
catalog 
of sales, 
management, 
and customer 
relations 
programs call 

VIDEO 
ARTS 
1-800-553-009 
\I68 

1-312-291-100 
\I68 

ARTS AND ANTIQUES 

&> 
MUSEUM QUALITY 

SHIP MODELS 
Illustrated Catalogue: $10.00 

' Historic Ships' 
Custom Yachts & Steamships 

Appraisals • Restorations 
AMERICAN MARINE MODEL GALLERY 
12-C Derby Sq., Salem, MA01970 508-745-5777 

EXECUTIVE GIFTS 

GOLFERS-ART LOVERS-CORP. 
GIFT Old Course, St Andrews -1894 
"Ginger Beer" hole, Old Course LTD. 
EDIT 24x16 COLORFUL LITHO 
(Orig in Golf magazine at $125) Few 
remaining - NOW ONLY $79 1st cl 
deliv 7 days. Check only 
ALEXANDER ASSOC. 130 Water 
St. Rm. 4M, New York, N.Y. 10005 



Forbes Market/ 
BUSINESS OPPORTUNITIES BUSINESS OPPORTUNITIES 

The Great American Dream House— 
Models As Low As $25,000! 

Earn a top living as an Eagle's Nest Homes representative 
—and live in luxury in a stunning model home. 

Models as low as S17 per sq. II. 

• Interior and exterior 
design flexibility 

• Remarkably energy-efficient 
• Cathedral ceilings 

and exterior decks 
• Built-in. expandable 

Home Computer Center 
• FHA and VA accepted 

Unlimited Income Potential 

As an Eagles Nest Homes rep- 
resentative you have unlimited 

income potential in a defined territory And 
the only qualification you need is the ability to 
purchase or mortgage a S25 000 model which 
may be finished as a home to live in or sell, or 
completed as an office, condo. duplex or 
Other commercial enterprise 

Call Mr Farb 

collect 

(404) 479-9700 

^j^ 
fcagr/e sAfesf 

Homes 
PO Drawer 1569. Canton. GA 30114-1569 

FOR 

BY OWNER 
AUIOS BOATS AIRPLANES 

BUSINESSES FINE ART 
HORSES IUXURY HOMES 

140 OOO INDIVIDUAL USHNGS 

NO BROKERAGE 
, COMMISSION 

COMPUTER iISHNGS 
J UPDATE D DAIl V 

' loll Free I 800-327-9630 

biP. MM.iiiiT»niinn.u 

BE A FRANCHISOR 
At a Fraction of the Cost 

SlgnExprtss, a business to business fran- 
chise that combines new computerized 
signmakmg and graphics technology with a 
franchise system of operation has several 
master franchise territories open to qualified 
individuals Contact Gary Gass. V P. Fran- 
chise Development 

SignExpress 
6 Clarke Circle. Bethel, CT 06601 

203-791-0004 
800-525-SIGN 

REPOSSESSED VA & HUD HOMES 
available trom government trom S1 without credit 
check You repair Also drug seizures and tax 
delinquent foreclosures CALL (805) 682-7555 
EXT H-1030 lor repo list your area 

SEIZED CARS—Porsche Ferrari Verte 
eic Trucks boats 4-wheelers. TVs stereos 
lurmture by Drug Enforcement Agency FBI IRS 
Unbelievable bargains on late models Available 
your area now Call 1805) 682-7555 EXT C-1031 

INCORPORATE IN DELAWARE! 
Specialists in setting up Delaware 
Corporations    ".eneral  Aircralt, 
Boat & Shell Corporations 

SXllltui,     CallWrite lor FREE KIT: 

I     ffiviS/n P0B0X484-FB 
^ \^- Wilmington, DE 19899 

Li   hut 800-321-CORP-302-652-6532 

WEST COAST VIDEO 
The World's Largest 

Video Chain 
has prime locations available. 

Multi unit ownership 
allowable. 

Ideal for absentee manage- 
ment. Min. investment 

S240K - S350K.   Attend a 
FREE video seminar.   For all 

the details. 
Call 800-433-5171, ext. 4 

Offer by prospectus only. 

Opi I   VflllD Brokers. Owners-list 
OCLL lUUIl in Japanese MLS- 
DDflDEDTV W service  Reach 

nUrCnl   I   1000sol Brokers/In 
vestors/Corporations 
in Japan Free trans- 

lation/typesetting Also display ads brokerage/ 
agency services consulting, marketing trade 
shows NO COMMISSION 
Hon 6z Bunker 1 800 USA-2111 

IN JAPAN 

CREDIT CARD 
DISPLAY AGENT 

Commercial bank needs local 
agent for credit card displays. 
Unlimited earning potential for 

ambitious route person. 
START IMMEDIATELY. 
Call 713/666-0163 

BUSINESS OPPORTUNITIES BUSINESS OPPORTUNITI 

I Become Part of a Multi-million Dollar Industi 
• Refill Toner Cartridges for Laser Printers and Copiei 
• Big profits!  Low overhead!  Our low initial investment starts at 

• just $495.00! Full or part time. No special skills or experience 
• necessary. We provide complete training, tools 
• technical support, and wholesale supplies! /—« 
' Call today for our free information package. 

LL-I—Jl^ 

LASER PRODUCT CONSULTANTS 

(206) 776-6765 
4320 196th SW, Suite B-643   Lynnwood, WA ■ 98036 

OWN YOUR OWN 
PROFITABLE BUSINESS 

many with low down 
payment, owner financing, 

well established. 
West & Midwestern states. 

AFFILIATED 
BUSINESS CONSULTANTS 
Ken Williams 719-548-8888 

Colorado Springs, Co 

S   OVER ONE BILLION 
WORTH OF BUSINESSES. FARMS 4 RANCh 

FOR SALE BY OWNERS 
MANY OFFERING OWNER FINANCIN 

To List or Buy Call Toll Free 1-800-999- 
NO BROKERAGE FEES 

GREAT WESTER 
BUSINESS SERVICES, 

W 

HOW TO ADVERTISE IN 

Forbes Market/ wlM 

c 

REGULAR CLASIFIED LISTINGS: All listings are acceptec 
at the discretion of the Publisher. Minimum size is one incr 
(14 agate lines) FORBES will typset without charge. 

DISPLAY CLASSIFIED ADVERTISING: Minimun size foi 
display of two inches (28 agate lines). Must be submitted as 
film negative or camera-ready mechanical to size. 

Box numbers provided on request. There is no charge foi 
mailing service on blind ads. 

FORBES MARKET/CLASSIFIED is published in the first 
issue of each month. Advertising closing date is one month 
preceding date of issue. 

Frequency discounts available. Payment must accompany 
order unless from accredited agency. For specific require- 
ments send for order form. 

FOR ADDITIONAL INFORMATION WRITE OR CALL: 

LINDA LOREN 
FORBES MARKET CLASSIFIED 
60 FIFTH AVENUE NEW YORK, NY 10011 

(212)620-2440 

Special 10% discount on classified ads that run in both 
AMERICAN HERITAGE Exchange and FORBES Market /Classified. 



brbes Market/ 
BUSINESS ACQUISITION 

'RESIDENTS 
VITHOUT A 

if 
INI 

ND RESUME AND LETTER TO CHAIRMAN 
W EXECUTIVE DR. ELGIN, IL 60123 

IISCELLANEOUS FOR SALE 

INVESTMENT GEMSTONES! 
GUARANTEED LIQUIDITY!!! 

iVe buy & sell Diamonds and all Precious 
jemstones Free wholesale catalog since 
l%7' Member: Jewelers Board of Trade & 
Chamber of Commerce. 

HOUSE OF ONYX 
One Main Street 

Greenville, Kentucky 42345 
TOLL FREE 1-800-626-8352 

EDUCATIONAL SERVICES 

FULLY APPROVED UNIVERSITY 
DEGREES! F.conomical home study 
for Bachelor's, Master's, Ph.D. fully 
approved by California State Dept. 
of Education. Prestigious faculty 
counsels for independent study and 
life experience credits (5000 
enrolled students, 400 faculty). 
Free Information - Richard 
Crews, M.D. (Harvard), President, 
Columbia Pacific University, Dept 
3D15, 1415 Third St., San Rafael, 
CA 94901.  Toll free. (800) 227- 
0119;  CA:  (800) 552-5522; or 
(415) 459-1650 

JACHELOR,MASTER,DOCTORATE 
:ARN A DEGREE Use your ;isl eiperience as 
:rMi! lowarfl your Decree No cusses seminars 
II on campus attendance  Studies build upon 

your experience Sell-paced • Send Resume 
For No Cosl Evaluation 

S777 W  Century Blvd 

'■C      Suite 605 
Dept   29 

LM Angeles. CA 90045 

COLLEGE DEGREE 
BACHELORS • MASTERS • DOCTORATE 

For Wont Lite and Academic 
Experience No Classroom 

Attendance Required 

Call (213) 471-0306 
Outtld* California 

1 • 800-423-3244 
or send detailed resume 

lor Free Evaluation 
Pacific Western L niversitv 

SCO H SepulvMi 8l»0   Owl  iss cos Angel« CA 90049 

FINANCIAL SERVICES 

BIG-NAME STOCKS 
TO UNLOAD NOW: 
My new Performance 
Ratings of all NYSE 
stocks show 200 ex- 
tremely vulnerable 
stocks (rated 8 or 9) 
— including some very 
famous names — 
which I believe could 
"take a bath." I'll rush 
you the Performance 
Ratings ($39 value) as a bonus with 
your subscription to The Zweig Fore- 
cast Time is crucial. 

Three-Month Trial $50. One Year 
$245. Visa or MC 1-800-633-2252 
Ext 9023. 
THE ZWEIG FORECAST 

P.O. Box 360, Bellmore, N.Y. 11710 

WINE CELLARS WINE CELLARS 

MARTIN ZWEIG 

ALL DISCOUNT BROKERS 
ARE NOT ALIKE! 

Muriel Siebert tailors rales to your needs 
Example 1000 shrs fa 5c. 2000 to 4999 shrs 
(a 4c. 5000 - shrs (a 3c, OTC 3c. 5000 - 
2c $50 mm 

Trade with the discount professionals— 
Muriel Siebert & Co., Inc., 

444 Madison Ave.. NY, NV 10022. 
1-71B-SIE-BERT-1-800-USA-0711 

Member NYSE 1967 SIPC Dept FB 

HARD TO BORROW? 
No Credit Check 

Guarantees Provided 
We do not make loans 

Minimum $100,000 5-20 years 
The Funding Assistance Corp. 

U.S.A. (212)755-9400 
Fax(212)755-7339 

High Income / Low Risk 
The Value / Income Investor newsletter is 
lor the long-term investor seeking growing 
dividend income and capital appreciation. 
Our diversified portfolio of high yielding, high 
quality, undervalued stocks provides consis- 
tent total returns with limited risk. To receive 
your free issues contact The Value/Income 
Investor, P.O. Box 2151, Winter Park, Fl 
32790 (407)629-6102.  

BUSINESS SERVICES 

CAUGHT! 
Employee theft, drug use with 

concealed video 

by Sperry-Vision Corp. 

Call for FREE VHS tape 

and information. 

Mr. Kelly 1-800-ROBBERY 

THE Original VlNOTHEQUE 
This is the finest wine storage system made. 

* Automatic humidity/temperature 
control ' 

* Free-standing 
* Vibration free 
* Bottle aeration 
* Active odor filtration 
* Sizes from 320-1000 bottles 
V Many other options 

Request our FREE catalog oj line & rare wines 
VISA/MC/Am.Exp. 

415 459-3823 415 456-9463 FAX 415 456-8858 

MARIN WINe CELLAR 2138 4th St. San Rafael 
CA 94901 

MERCHANDISE 

STOP SWEAT 
FOR 6 WEEKS 
DRIONIC® — the 
answer to costly and 
embarrassing under- 
arm, hand or foot 
sweat. Short treatment 
with electronic Drionic 
keeps these areas dry 
for 6 week periods. Try 
doctor recommended 
Drionic @ $125 ea. pair 
(specify which). Send 
ck or MC/Visa # & exp. 
date. CA res. add 6% 
tax. 45 DAY MONEY 
BACK GUAR. 

GENERAL MEDICAL CO. 
Dept. FOB-20 

1935 Armacost Ave. 
Los Angeles, CA 90025 

Phone orders —MC/ 
Visa —800 HEAL DOC 

C '98SGEN MED CO 

BUSINESS SERVICES 

N.A.G.L.S. 
View precious gemstoncs lor sale. 

on computer, free of charge 
(4161 238-4985 

For further information. 

(416) 238-8044 

SHARING (SCARING 

COMPUTER SOFTWARE 

BizPlanBuilder 
A proven business & markeiing plan lemptaie 
for raising capital. Over 90 pages of outlines, 
headlines, structured texts, lists, suggestions.., 
are already typed & formatted into 33 word- 
processing files. Includes financial worksheets 
lor Lotus. Excel. For PCs or Macintosh. $99 
**We applied for a loan in earlv November 
and b> Christmas we had $4,200,000* 

**M> CPA highly recommends it." 

Call for companion software templates: 
• Manufacturing Financial Model     SI49 
• Private Placement Memorandum   SI49 
• Limited Partnership Agreement     SI49 
• F.mployee Policies Handbook $99 
• 9 Manufacturing Worksheets $99 

Visa«MC»Amex 

800/ 442-7373 • 415/ 941-9191 

COMPUTERS 

lltflTlRRYmflC INDUSTRIESINC 

Our i;ih Nor ul DISCOl NTS. 
COMPUTERS & CELLULAR PHONES 

Pel   Prepaid   Save Ta\ 
Toll free 800-231-3680 

EEBESEE: 
^2511 Kan FU\ . Kan (Houston) TX 774: 
| I-713-30.2-0747 Fa> <7l3l 574-45W 

DISCOUNT PC 
Hardware/Software 
Let us help you chose from 
our large selection of name 
brand hardware & software. 

1-800-777-9236       ^ 

Forbes: Capitalist Tool REACH THE PEOPLE WHO OWN 
AND RUN AMERICA'S BUSINESS 



Streetwalker 
Edited by Thomas Jaffe 

Yellow lights 
Streetwalker has come across some 

interesting new data that suggest 
caution when investing in certain in- 
dustries. The analysis comes from Su- 
san and Lawrence Sterne, who run 
Economic Analysis Associates, Inc., 
the respected consumer research firm 
based in Stowe, Vt. 

Among those in the danger zone: 
airlines. Traffic has dropped sharply 
since the beginning of the year. Mean- 
while, fares climbed steadily from last 
fall through this spring. 

Some bulls think the airlines have 
finally become so skilled at managing 
their passenger loads that they can 
withstand lower unit growth. But the 
Sternes are skeptical, noting that the 
industry has never been particularly 
adept at doing this. So, the bidding 
war for NWA notwithstanding, they 
think the airline stocks are primed to 
take a hit. 

Another group that bears close 
watching under the Stemes' glass is 
consumer food products. Prices have 
been rising since the spring of last 
year, but U.S. unit growth has been off 
dramatically so far in 1989. 
The last time domestic unit 
growth dropped like this, note 
the Sternes, was in early 1987. 
Back then, however, the dollar 
also was declining, so any 
weakness at home was pretty 
much offset by strength on the 
international front. This time 
the circumstances are differ- 
ent: The dollar is rising, not 
falling. The Sternes think this 
development, plus poor 
growth in the U.S., cannot 
help but hurt the multination- 
al food companies. 

Further areas of weakness 
that have been identified by 
the Sternes are in the hand tool and 
the furniture markets. Sears, Roebuck 
began late last year to promote heavi- 
ly its tools, furniture and other dura- 
bles, and to extend bigger credit lines 
to consumers. This has led to a tre- 
mendous boost in total demand. 
Those steps have been followed up by 
the retailer's new everyday low pric- 
ing strategy. 

Many of Sears' competitors, in turn, 
have been lorced to slash their prices. 
The Sternes see rough sledding for the 
stocks of U.S. appliance and tool mak- 

ers such as Maytag, Whirlpool, Black 
& Decker, Easco Hand Tools, Stanley 
Works and Triangle Corp. The same 
goes for the furniture makers: Bush 
Industries, Dresher, Craftmatic Con- 
tour, DMI, Leggett &. Piatt, Falcon 
Products, Haverty, La-Z-Boy Chair, 
Pulaski, Rowe and Masco Corp., to 
name a few. 

The overall message from Susan 
and Lawrence Sterne's analytical ap- 
proach: No matter how exhilarating a 
bull market may be, the key to smart 
investing is always to be selective, 
and forever look ahead. 

Cat aye 
Caterpillar, Inc., the world's largest 

manufacturer of earth-moving 
equipment, has been working over- 
time the last few years to lower its 
production costs. As a result, $11 bil- 
lion (estimated sales) Cat enjoys a 5% 
advantage over Japanese competitors, 
even after factoring in the dollar's re- 
cent strength. But management re- 
fuses to rest on its laurels: The Peoria, 
111.-based giant intends to spend $1.9 
billion during this year and next in 

Caterpillar pulls ahead 
Less vulnerable to dollar swings. 

order to be even more competitive. 
The company's capital program 

looks timely, given the dollar's rally. 
Roughly 70% of Cat's output is man- 
ufactured in the U.S.; about 40% of 
that is exported. In all, around half of 
sales are overseas. Clearly, Cat recog- 
nizes that to counter its exposure to 
unfavorable currency fluctuations it 
must continue to cut costs through 
greater automation as well as by rais- 
ing production levels in countries 
with lower wage structures. In Brazil 
nearly $600 million will be spent to 

double output. Meanwhile, truck and 
road-building equipment capacity is 
being expanded at home. 

Analyst Tobias Levkovich of Smith 
Barney, Harris Upham & Co. thinks 
these heavy expenditures will hold 
back earnings near term. He esti- 
mates the company will earn $6.20 a 
share this year, a mere 2% over 1988, 
and be up just 5%, to $6.50, in 1990. 
But he's betting Cat's spending plans 
will ultimately achieve their aim. 

Levkovich notes that third-quarter 
results should be down because, ow- 
ing to an accounting change, there 
will be eight fewer selling days than 
the previous quarter. This, says he, 
could lead to temporary weakness in 
the stock and make for a buying op- 
portunity. Recent NYSE price: 62%. 

Fully valued 
Pittsburgh's Mellon Bank Corp. is 

finally on the rebound. In 1987 it 
took a huge loss provision to reserve 
against nonperforming foreign loans. 
Last year Mellon spun off some of its 
worst nonperforming U.S. loans and 
other assets to Grant Street National 

Bank, a publicly traded liqui- 
dating bank it created (FORBES, 

May 15). 
Under new management— 

led by Chairman Frank Ca- 
houet, formerly of Security Pa- 
cific—Mellon is still playing it 
safe and taking sizable re- 
serves against possible losses 
to come. Even so, for the first 
quarter of 1989 it earned $1.10 
a share from operations, ver- 
sus 65 cents a year ago. Esti- 
mates for the year are running 
at $4 a share or better, up from 
a 1988 loss of $3.65. 

For now, however, the dra- 
     matic    improvement    seems 
fully reflected in the bank's stock 
price. Since January the stock has ris- 
en 29%, to a recent 345/g, on the Big 
Board. With Mellon selling for rough- 
ly eight times estimated 1989 earn- 
ings and at a 33% premium to book 
value, the market is valuing it about 
on a par with Pittsburgh rival PNC 
Financial, one of the stars among su- 
perregional banks. Yet Mellon's non- 
performing assets as a percentage of 
total assets remain a high 5.23%, well 
above PNC (at 1.83%) and such New 
Jersey-based competitors as Midlantic 
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Zorp. (1.47%) and United Jersey 
tanks (1.39%). 

To rebuild its damaged capital 
itructure, Mellon has taken on new 
jquity. So far this year, it has com- 
jleted exchange offers for debt issues, 
ind another offering of common was 
recently announced. (There are 32.5 
nillion common shares outstanding.) 
That an overhang of stock in the mar- 
ketplace could develop, dampening 
:he share price, is not an unreasonable 
speculation. 

No question Mellon is coming 
ijack. But at current prices, there are 
better opportunities elsewhere. 

Simmons1 sleeper 
One of the lesser-known pieces of 

the empire controlled by Dallas- 
based billionaire Harold Simmons is 
$514 million (sales) Baroid Corp. It 
holds a 29% share of the worldwide 
drilling fluids market and recently 
traded on the NYSE at 9. Baroid, for- 
merly NL Petroleum Services, was 
spun off last December to the share- 
holders of NL Industries. Simmons, 
through Valhi, Inc., a publicly traded 
holding company he controls, owns 
52% of Baroid's 60.7 million shares. 
(Through Valhi, he also owns 66% of 
NYSE-listed NL Industries, a producer 

of titanium dioxide pigments.) 
Baroid would benefit handsomely 

from a turnaround in oil and gas drill- 
ing. Meanwhile, it is a leader in mea- 
surement-while-drilling, which en- 
ables drillers to instantaneously sense 
the location of the drill bit as well as 
the host rock formation. This service 
is a key to horizontal drilling in tight 
oil rocks, a promising new technique 
because it enhances flow rates and 
makes oil recovery more economical. 

But that's only half the story, says 
analyst Vahid Fathi of Cleveland's 
Prescott, Ball &. Turben. Baroid also 
owns, assuming the conversion of a 
small issue of debentures, 70% of 
$220 million (sales) Titanium Metals 
Corp. of America—known as Timet— 
the Free World's largest producer of 
titanium sponge metal, ingot and mill 
products. (Allegheny International, in 
Chapter 11, owns the other 30%.) 

Titanium is used mainly for jet en- 
gines, airframes, landing gears and 
missile applications; there are, for ex- 
ample, about 6 metric tons of titani- 
um mill products in each Boeing 747. 
Fathi thinks demand will increase 
dramatically. Order backlogs of com- 
mercial aircraft manufacturers are at 
record highs. With long-term supply 
apparently inadequate, he looks for 
prices to rise sharply. 

Oddly, Baroid has been trying to sell 

iny^ 
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Timet since 1984; Baroid carriel 
equity investment in the compan> 
a discontinued operation. Should 
met indeed be sold, Fathi estimates 
the proceeds could equal more than 
$4 per Baroid share, as against its car- 
rying cost on Baroid's books of 33 
cents a share But given that the tita- 
nium market is now showing re- 
newed signs of vigor, Fathi thinks 
there's a good chance Baroid might 
keep its Timet block, buy out minor- 
ity partner Allegheny, and consoli- 
date Timet's contribution to earnings. 

With what results? Fathi thinks 
Baroid, minus Timet, will earn 21 
cents a share this year, 24% over 
1988. He looks for 40 cents in 1990. 
But if you count Baroid's current equi- 
ty stake in Timet's profits—he thinks 
the titanium producer may earn $15 
million to $18 million this year—his 
1989 estimate would be more like 45 
cents a share. And in 1990, 80 cents. 
At its recent price of 9, Baroid is a very 
interesting speculation. 

Remember, too, if you want to play 
not only Baroid but Harold Simmons' 
other businesses, there's Valhi, his 
$2.25 billion (sales) master company. 
Recent NYSE price: 15V4. Besides its 
stakes in Baroid and NL Industries, 
Valhi is in sugar, forest products, res- 
taurants, hardware and locks. 

JBA Journal. One Success 
After Another For Xerox 
Copiers. 

In their pursuit of Qualified leads, Xerox Copiers relies on another clear original: The ABA 
Journal, the lawyers magazine. They reach 337.000 subscribers who spend over $6 billion 
annually for office equipment. Buying copiers. Computers and software. Typewriters and 
FAX machines, scanners and more. 

For the decision-makers with money to spend, Xerox knows the ABA Journal can't be 
duplicated. 

J0URNAL 
THE LAWYER'S MAGAZINE 

\ 
■W 

mmk 

FREE STUDY on lawyers' buying patterns and 
influence. Call or write today! 

Call 1-800-621-6159 • In IL 312-988-5993 
□ Please send your FREE study and information 

about the ABA Journal. 
J Have a Sales Representative contact me. 

Name  
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Land... what else can give you so much pleasure now and for years to come? 

The land we're offering is far 
from the crowds and rat race of 
cities, away from noise and 

pollution. It's nature in an un- 
spoiled state. 

Each ranch is 40 acres or more. 
A really big spread. With controlled 
access that assures exclusivity 
and privacy. We're up in the moun- 
tains of Colorado's glorious San- 
gre de Cristo range—the heart of the 
Rockies. Where deer, elk, eagles, 
wild turkey and other birds and ani- 
mals still roam. 

Very few owners will share this 
part of the American Alps, and our 
concept for buyers is simple: A 
large, desirable piece of property, 
offered with financing and full 
buyer protection. You can build 

here if and when you want. You 
may use it as a base for vacations, 
for cross-country skiing, hunting, 
fishing, hiking, camping and all 
kinds of outdoor sports and fam- 
ily fun. 

It's the perfect place to acquire 
a substantial part of the American 
dream. Here you will taste life on 
the scale it was meant to be lived. 

Forbes Magazine's division, 
Sangre de Cristo Ranches, put this 
proiect together based on the 
many requests received over the 
years for a really large tract of 
land. Through Forbes Wagon Creek 
Ranch, we're pleased to be able to 
share a part of it with you and your 
family. We've ranched this area 
for almost two decades and plan to 

be around for generations to 
come. Our neighboring Forbes 
Trinchera Ranch covers over 400 
square miles, which is our firm 
commitment to the future of this 
unspoiled paradise in Colorado. 

Ranches here start at $30,000. 
It's not a small sum. But unlike 
paintings and jewelry or new cars, 
this ownership extends past your 
lifetime and the lives of those you 
love to guarantee your own sub- 
stantial heritage in America the 
beautiful. 

For complete information, 
without obligation, call 719/379- 
3263 or write to: Errol Ryland 
Manager, Forbes Wagon Creek 
Ranch, P.O. Box 303  C3 
Ft. Garland, CO 81133. 



Flashbacks 
Edited by Dero A. Saunders 

"The more things change...." 
Items horn past issues of FORBES 

Seventy years ago in FORBES 
(From the issue of June 28, 1919) 

After World War I, aerial barnstormers 
brought aviation to Hometown, USA 

"On the day our soldiers laid down 
their arms they demanded education- 
al books. This statement was made at 
luncheon the other day by Secretary 
of War [Newton D.) Baker. He de- 
scribed the colossal facilities which 
were promptly provided for giving our 
soldiers in France every conceivable 
school and college course. . . . There 
was, he said, in France, one army uni- 
versity larger than any in the U.S. and 
having a curriculum which covered 
every imaginable subject from En- 
glish to astronomy." 

"Unless this country arranges, and ar- 
ranges promptly, to extend credits to 
Europe on a gigantic scale so as to 
enable the stricken nations to place 
orders here for the mountains of ma- 
terials and commodities they require, 
the consequences in Europe, and, as a 
corollary, in America, will be serious 
beyond contemplation. A computa- 
tion by the Federal Reserve Board in- 
dicates that Europe must have credits 
here of at least $3 billion. ..." 

Sixty years ago 
(From the issue of July 1, 1929) 
"Our higher tariff proposals have 
caused indignation to rise higher. Al- 
most everybody is incensed. Our own 
farmers, who were supposed to be par- 
ticularly benefited, are up in arms, 
vehemently protesting that they will 
pay several times over for every dollar 
of additional' protection proposed. 
Consumers resent the prospect of 
paying more for sugar. . . . European 
countries are so aroused that they are 
negotiating to formulate joint action 
in retaliation. Canadians, our best 
customers, long dissatisfied with our 
tariff treatment of them, are angry, 
and outspokenly vow that the Do- 
minion must fight back." 

"For the first time in its short histo- 
ry of 30 years the Labor Party has 
won a majority of seats in the British 
Parliament, and for the second time 
England bows to a Labor Premier and 
a Labor Cabinet. When it became 
apparent that the Labor Party had 
swept a clear-cut victory in the re- 
cent general elections, former Pre- 
mier Stanley Baldwin resigned and 
has been succeeded by Premier Ram- 
say MacDonald." 

British Labor Premier Ramsay MacDonald 

Fifty years ago 
(From the issue of July 1, 1939) 
"John H. Swisher & Son, cigar manu- 
facturer of Jacksonville, Fla., has just 
established what is perhaps the first 
company-operated nursery for work- 
ers' children in the U.S. The nursery 
occupies the entire top floor of the 
huge Jacksonville plant, home of the 
famed King Edward cigar. It is air- 
conditioned, with kitchens, sleeping 
and recreation rooms, and is designed 
to accommodate 100 children. ..." 

"Since fluorescent lighting was first 
introduced, it has found many applica- 
tions. . . . Now comes the logical se- 
quence—afluorescentdesklamp.[It]is 
of modern design, finished in plated 
bronze and has a push-button switch 
and pen rack in the base." 

Twenty-five years ago 
(From the issue of July 1, 1964) 
"After the 1929 crash most major U.S. 
banks quietly retired their shares 
from the stock exchanges to the over- 
the-counter market. But if Congress 
passes proposed legislation requiring 
unlisted companies to comply with 
the same disclosure rules as listed 
companies, the banks may be back. 
Chief gainer: the New York Stock Ex- 
change. Except for holding compa- 
nies, not one of the nation's major 
banks is listed on the Big Board." 

Ten years ago 
(From the issue of June 25, 1979) 
"A decade ago unions won 57% of 
their representation elections. Last 
year they won 46%. AFL-CIO unions 
ran more poorly, winning elections 
covering only 99,700 workers last 
year against 193,800 in 1968. In decer- 
tification elections to throw out es- 
tablished unions, the change is more 
dramatic: 239 elections with 156 de- 
certifications in 1968...." 

"You know you're going to raise your 
prices to industrial customers in 30 
days and it would be decent to let 
them know what's coming, but you 
daren't. Why? It's against the law. . . . 

"1984? Maybe, if the Federal Trade 
Commission has its way. The FTC 
has just brought its first case, against 
four major companies [Du Pont, Eth- 
yl, PPG and Nalco] selling gasoline 
lead additives. The complaint: that by 
publicly announcing their prices in 
the "press, the four have fixed prices." 

Lawbreaker? Du Pont's Irving Shapiro 
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A great man is one who can 
have power and not abuse it. 
HENRY L. DOHERTY 

Power requires legitimacy, 
or else it is despotism. 
JACK BEHRMAN 

Idealism increases in 
direct proportion to one's 
distance from the problem. 
JOHN GALSWORTHY 

Wise men put their trust in 
ideas and not in circumstances. 
RALPH WALDO EMERSON 

The tools to him who has 
the ability to handle them. 
FRENCH PROVERB 

The best place to succeed 
is where you are with 
what you have. 
CHARLES M. SCHWAB 

To whom nothing is given, 
of him nothing can be required. 
HENRY FIELDING 

I distrust great men. ... I 
believe in aristocracy, though. 
Its members are to be found 
in all nations and classes, and 
all through the ages, and there 
is a secret understanding 
between them when they meet. . . 
They are sensitive for others 
as well as for themselves, 
they are considerate without 
being fussy, their pluck is 
not swankiness but the power to 
endure and they can take a joke. 
EM. FORSTER 

There is a certain cowardice, 
a certain weakness, rather, 
among respectable folk. Only 
brigands arc convinced—of what? 
That they must succeed. And 
so they do succeed. 
CHARLES BAUDELAIRE 

Thoughts 
on the Business of Life 

The fittest, not the richest, 
make the most enviable mark. 
Pampered sons of plutocrats 
may shine for a time in "society," 
but not in the world of affairs 
and of service unless they rip 
off their coats and get to work 
early and stay late. To be bom 
with a golden spoon in the mouth 
is more of a handicap than 
a help in attaining worthwhile 
success in this age. 
B.C. FORBES 

If you think you're tops, 
you won't do much climbing. 
ARNOLD GLASOW 

Society is like the air; 

necessary to breathe, but 
insufficient to live on. 
GEORGE SANTAYANA 

Laziness is a secret ingredient 
that goes into failure. But 
it's only kept a secret from 
the person who fails. 
ROBERT HALF 

There has never been any 
30-hour week for men who 
had anything to do. 
CHARLES F. KETTERING 

There is no genius in life like 
the genius of energy and activity. 
DONALD G. MITCHELL 

More than 6,000 "Thoughts,'' indexed by 
author and subject, are available in a two- 
volume boxed set at $31.95 ($18.50 per vol- 
ume if purchased separately). Also avail- 
able, a one-volume edition of over 3,000 
"Thoughts Price: $18.50. Send check and 
order to: Forbes Inc., 60 Fifth Ave., New York, 
NY. 10011. Add sales tax on orders in New 
York State and other states where applicable. 

Noble blood is an accident of 
fortune; noble actions are 
the chief mark of greatness. 
CARLO GOLDONI 

The best condition in life is not 
to be so rich as to be envied 
nor so poor as to be damned. 
JOSH BILLINGS 

The great virtue of parents 
is a great dowry. 
HORACE 

There is but an inch of 
difference between the cushioned 
chamber and the padded cell. 
G.K. CHESTERTON 

Difficulties are things 
that show what men are. 
EPICTETUS 

A Text... 
For even when we 
were with you, this 
we commanded you, that 
if any would not work, 
neither should he eat. 
II THESSALONIANS 3:10 

Sent in by Viola Romanowski, East Ruther- 
ford, N.J. What's your favorite text? The 
Forbes Scrapbook of Thoughts on the Busi- 
ness of Life is presented to senders of 
texts used. 

A man doesn't need brilliance or 
genius; all he needs is energy. 
ALBERT M. GREENFIELD 

Rich man down and poor man 
up—they are still not even. 
YIDDISH PROVERB 

Necessity is the constant 
scourge of the lower classes, 
ennui of the higher ones. 
ARTHUR SCHOPENHAUER 
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four Scotch and Soda 
§ only as good as your Scotch and soda. 

What are you saving the Chivas for? 



The Audi 90 follows the road like a bloodhound" 
one awed reviewer recently wrote. 

True enough. But while an Audi adheres to the 
asphalt, it adheres to very little else. Because the Audi 
80/90 Sports Sedans follow an alternate route. 

Look at the evidence. It's sculpted of 100% zinc- 
galvanized steel. Uniquely shaped to smooth-talk the 
wind out of resisting. (And quite dashing, we might 
add, under its painstaking 27-step paint process.) 

Then, drive the evidence. The maverick five- 
cylinder powerplant will shatter your preconceptions as easily as its 
motorsport cousins shattered ten world speed records. The confidenc 

8804 

Tell an Audi Sports Sedan to hit the roac 
and it will stick like proverbial glue 

The Only Thing 
It ConformsTo 
IsThe Road. 

1 Quattro Sports Sedan. 
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